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For  Reference 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit 
erature,  art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915.  Section  623 
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RETHINKING 


Yes,  it's  a  huge  market.  But  it's  also  emerging  as  a  key 
competitor,  demanding  Western  technology  and 
building  its  own  sophisticated  industries.  Meanwhile, 
the  military  is  rattling  its  saber,  and  Beijing's  political 
grip  remains  tight.  What  should  the  West  do?  Page56 
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NS  are  BUILT  by  TEAMS  of  COMPANIES. 

Any  computer  company  can  build  hardware  that 
runs  software  that  runs  your  business.  Or  can  it? 
After  all,  this  is  your  business  we're  talking  about 
here.  Do  you  really  want  to  trust  it  to  mere  hard- 
ware? At  Compaq,  we're  betting  you'd  prefer  an 
easy-to-use,  fully  thought-out  solution.  A  solution 
that  is  the  right  combination  of  server,  operating 
system,  and  database  application  that  solves  the 
puzzle  of  your  varied  computing  needs. 

Well,  that  takes  several  companies.  Companies 
like  Microsoft,  with  whom  we  created  the  ideal 
platform  for  Windows  NT  and  BackOffice,  integrat- 
ing hardware,  software,  and  server  management. 
Novell,  with  whom  we've  created  networking  stan- 
dards for  years.  Oracle,  whose  databases  are  far 
easier  to  deploy  on  a  Compaq  server  thanks  to  our 
partnership.  And  SAP,  a  leader  in  client/server 
applications,  who's  named  us  Partner  of  the  Year. 

You  see,  they  may  be  Compaq  servers.  But  they 
are  Compaq- Microsoft- Oracle-S AP-Intel-Novell- 
SCO- Sybase -Cheyenne  solutions.  (We  just  couldn't 
fit  all  those  logos  on  them.  ) 

COMPAQ. 

Has  It   Changed  Your  Life  Yet? 


BusinessWeek 


MARCH    4,  1996 


BUG  REDUX 

A  new  Beetle  is 
central  to  VW's 
comeback  effort 

page  66 


CRUSADER 

Arthur  Levitt 
has  a  grand 
redesign  in 
mind  for 

NASDAQ  page  i 


GROWTH 
OR  BUST 

Clinton's 
plan  to 
talk  up  the 
economy- 
and  keep 

his  job  page  34 


Cover  Story 


56    RETHINKING  CHINA 

A  pattern  of  disturbing  behavior — from 
strong-arming  Western  business  to 
saber  rattling  over  Taiwan — is  causing 
concern  about  China's  growing  power. 
With  illusions  shattered,  the  world  is 
beginning  a  painful  reassessment 

59    AN  UNRULY  GIANT 

China  finally  awakens — and  everyone 
braces  for  the  tremors  as  a  new 
economic  superpower  steps  out 

65  COMMENTARY 

How  to  get  the  Sino-U.  S.  relationship 
to  work  better 

News:  Analysis  &  Commentary 

34    MINDING  THE  MIDDLE  CLASS 

Clinton's  reelection  strategy  is  focusing 
on  addressing  workers'  anxieties 

36  CHILLY  SCENES  OF  WINTER 

Buchanan's  New  Hampshire  victory 
throws  the  rest  of  the  GOP  into  turmoil 

37  COMMENTARY 

How  to  battle  Americans'  perception 
that  business  is  evil 


38 


39 


GM'S  MAN  IN  MERGING  TRAFFIC 

Roy  Roberts  may  be  just  the  one  to 
mesh  cmc  and  Pontiac 


ITS  HOT!  ITS  SEXY!  ITS... IBM? 

From  mainframes  to  PCs,  Big  Blue  is 
looking  like  a  fast-growth  company 

40    SO  MUCH  FOR  RESTRAINT 

Drug  prices  are  ratcheting  up  again 

42  RADIO-ACTIVE 

Suddenly  it's  a  station-eat-station  world 

44    A  STAR  IS  MORPHED 

Digital  Domain  branches  out  from  F/x 

44    LET  YOUR  MOUSE  DO  THE  WALKING 
The  Yellow  Pages  are  going  online 

46    IN  BUSINESS  THIS  WEEK 

RJR  Nabisco,  World  Airways,  Morrison 
Knudsen,  Microsoft  and  the  Net,  Merrill 
Lynch,  HoJo's  honcho,  Gibson  Greetings 

International  Business 

50  FRANCE 

Burdened  by  high  interest  rates  and 
overregulation,  banks  are  staggering 

51  FRANCE 

Two  shakeups  in  the  defense  sector — 
and  more  on  the  way 


54  SWEDEN 

The  Wallenbergs'  flagship,  Investo 
sell  shares  in  the  U.S. 

Economic  Analysis 

22    ECONOMIC  VIEWPOINT 

Roberts:  Don't  blame  Salinas  for 
Zedillo's  mistakes 
26    ECONOMIC  TRENDS 

An  edge  for  U.S.  exports,  Forbes 
gold  bugs,  unwarranted  recession 
jitters,  Japanese  small  companies 
31    BUSINESS  OUTLOOK 

Don't  rule  out  further  rate  cuts,  d| 
Greenspan's  rosy  take  on  the  econ 

Government 

47    WASHINGTON  OUTLOOK 

Buchanan  won  the  New  Hampshir 
primary  on  a  shoestring,  but  now 
funds  have  to  start  flowing 


The  Corporation 


66    VW  IS  BACK— BUT  FOR  HOW  LONG?1 

It's  in  the  black  again,  but  still  so 
bloated  that  it's  seen  as  Europe's  ') 
communist  company" 


2  BUSINESS  WEEK  /  MARCH  4,  1996 


COVER  STORY 


CHINA  UNBOUND 

Determined  to  play  a 
bigger  role  on  the 
world  stage,  Beijing  is 
talking  tougher  and 
making  the  West  pay 
dearly  for  access  to 
its  vast  market  page  56 


POSTE  HASTE 

SmithKline's 
R&D  chief  revs 
up  development 
of  gene-based 

drUgS  page  80 


LOW-BROWSE 

No-frills  upstarts  want 
you  to  get  caught  up  in 
the  Web  their  way  page  n 


PROFITS 

It  was  a  swell 
ride,  but  the 
engine  is 
getting  low 

:^   On  gaS  page  96 


W  EAGLE  BECAME  EXTINCT 

e  ill-fated  diversification  shows  that 

;r  and  snacks  don't  mix  as  well  as  80 

heuser-Busch  thought 

T-SO-INCREDIBLE  UNIVERSE 

ffering  losses,  Tandy's  electronics  83 
jerstore  may  have  to  rethink  its 
;ger-is-better  credo 

formation  Processing 

CHNOLOGY &  YOU  84 

crosoft's  new  NT  system  is  nearly 
ishproof  and  strong  on  security 
J*  OF  THE  WEB 

ives  of  intruders,  including  the  likes 

AT&T  and  Microsoft,  are  storming  into  88 

j  no-frills  market 

S  TIME  PASSED  THE  POWERPC  BY? 

e  IBM-Motorola-Apple  chip  hasn't 

;n  come  close  to  challenging  Intel's  90 

ninance  in  microprocessors 

wple  92 

UGRUE'S  FLIGHT  PLAN  FOR  PAN  AM 

n  he  build  a  viable  transcontinental 

line  out  of  the  carrier's  famous  old  94 

me  and  some  aging  planes?  135 


Science  &  Technology 

SMITHKLINE'S  FUTURE:  IN  THE  GENES? 

By  2000,  the  giant  aims  to  base  all  its 
drug-discovery  programs  on  genomics 
DEVELOPMENTS  TO  WATCH 

Wallpaper-thin  speakers,  cool  chips, 
deuterium  patches 

Marketing 

IS  THAT  A  ZEGNA  YOU'RE  WEARING? 

Move  over,  Armani.  Ermenegildo  Zegna 
is  after  the  high-end  menswear  market 

Finance 

NASDAQ:  LEVELING  THE  FIELD 

The  sec's  Levitt  plans  a  radical 
overhaul  to  shift  the  advantage  away 
from  big  dealers  to  the  little  guy 
THE  FALL  AND  RISE  OF  BARINGS 
ing's  Lindenbergh  has  engineered  a 
pretty  amazing  recovery  for  the  bank 
TALK  ABOUT  WAITING  GAMES 
Betting  against  the  bulls  is  killing 
Henry  Van  der  Eb's  Mathers  Fund 
INSIDE  WALL  STREET 
INVESTMENT  FIGURES  OF  THE  WEEK 


Corporate  Scoreboard 

96    SINGING  THE  SLOW-GROWTH  BLUES 

Yes,  '95  profits  grew  16%.  But  their 
fourth-quarter  drop  signals  a  hard  slog 
in  '96 

98    WHAT'S  FEEDING  THE  BEARS 

The  gloom-and-doom  contingent  sees  a 
recession  by  midyear 

Personal  Business 

128   FRANCHISING:  Second-career  options 
SMART  MONEY:  Retail's  wreckage 
LEISURE:  Bird-feeding  basics 

Features 

4    UP  FRONT 
8    READERS  REPORT 
8    CORRECTIONS  &  CLARIFICATIONS 
11  BOOKS 

Dionne:  They  Only  Look  Dead:  Why 
Progressives  Will  Dominate  the  Next 
Political  Era 

133  BUSINESS  WEEK  INDEX 

134  INDEX  TO  COMPANIES 
136  EDITORIALS 

No  cold  war  with  China,  please 


BUSINESS  WEEK  /  MARCH  4,  1996  3 


Up  Front 


EDITED  BY  LARRY  LIGHT,  WITH  OLUWABUNMI  SHABI 


TALK  SHOW  ((We  take  out  monetary  policy  'insurance' 
when  we  perceive  an  imbalance  in  the  net  costs  or  benefits  o 
coming  out  on  one  side  or  the  other  of  the  most  probable  out'j 
come."  — Fed  Chairman  Alan  Greenspan,  telling  Congress 
why  he  may — or  may  not — cut  interest  rates 


CAMPAIGN  '96 

FOR  DOLE,  WHEN  IT 
RAINS,  IT  POURS 

BOB  DOLE  IS  LOSING  SUPPORT 

in  the  executive  suite.  The 
Senate  majority  leader  was 
the  first  choice  of  39%  of  the 
senior  executives  drawn  from 
the  business  week  1000  in  a 
recent  survey — down  from 
52%  in  early  December. 
While  he's  still  No.  1  among 
this  group,  the  slide  tracks 
his  fortunes  among  gop  vot- 
ers. He  barely  won  the  Feb. 
12  Iowa  caucuses  and  lost  the 
Feb.  20  New  Hampshire  pri- 
mary to  Pat  Buchanan. 
Executives  are  no  fonder 


of  Buchanan  than 
before:  Only  2% 
support  him  now, 
up  from  1%.  The 
former  commenta- 
tor knocks  Corpo- 
rate America  for 
layoffs  and  ex- 
porting jobs.  And 
he  derides  the 
Kansas  senator 
for  close  ties  to 
corporate  honchos. 

Dole's  Decem- 
ber executive 
support  seems  to 
have  gone  to  La-  ~ 
mar  Alexander  and  Steve 
Forbes.  Former  Tennessee 
Governor  Alexander's  back- 
ing among  this  set  has  more 


OUCH!  Support  erodes 
in  the  corner  suite 


than  doubled,  to  15%.  And 
publisher  Forbes  has  risen 
from  8%  to  14%, 
despite  disap- 
pointing showings 
among  voters. 
Nonetheless,  ask 
executives  who 
has  the  best 
chance  of  beating 
Bill  Clinton,  and 
the  answer  is 
overwhelmingly 
Dole  (55%),  with 
Alexander  (19%) 
in  second  place. 

The  Harris  Poll 
for  business 
-  week  of  421  ex- 
ecutives began  Feb.  9,  just 
before  Iowa,  and  concluded 
Feb.  20,  before  the  New 
Hampshire  results  came  in.  □ 


INFLUENCE  PEDDLERS 


REACH  OUT  AND  TOUCH  SOME  POL 


THE  LANDMARK  TELECOM  BILL 

really  got  the  money  flowing 
on  Capitol  Hill.  Some  50  po- 
litical action  committees  rep- 
resenting companies  in  the 


telecommunications 
broadcasting  indus- 
tries gave  $1.7  million 
to  House  and  Senate 
candidates  in  1995's 
first  half,  the  latest 
figures  available. 

That  compares  with 
$1.4  million   in  the 


and 


Clinton  signed  the  measure, 
which  will  turn  the  phone 
and  media  world  upside 
down,  on  Feb.  8. 

Also  striking  is  the  change 
in  partisan  giving  patterns. 


TOP  TELECOM  PAC  RECIPIENTS 

CANDIDATE  RECEIPTS* 

LARRY  PRESSLER  (R-S.D.)  $92,485 

JACK  M.  FIELDS  JR.  (R-TEX.)  91 ,500 

DANIEL  FRISA  (R-N~Y.)  "  37 ~0~00 


v   V    t  moo      FRED  THOMPSON  (R-TENN.)  34,000 

same  period  of  1993,  


when  talk  about  tele- 
communications re- 
form was  mainly  just 
talk.   President  Bill 


BOB  DOLE  (R-KAN.) 

*First  half  of  1995 


34,000 
I  Senator 


DATA  FEDERAL  ELECTION  COMMISSION.  CENTER  FOR 
RESPONSIVE  POLITICS 


In  1993,  when  Democrats 
ruled  Congress,  the  pacs  di- 
vided their  money  fairly 
evenly  between  the  parties. 
The  OOP  takeover  of  Con- 
gress brought  a  dramatic  re- 
versal, with  $1,267,122  going 
to  members  of  the  new  ma- 
jority while  Democrats  got 
just  "$473,289. 

Not  surprisingly,  the 
major  players  in  the  tele- 
communications debate 
bagged  the  most.  Senate 
Commerce  Committee  Chair- 
man Larry  Pressler  (R-S.  D.), 
who  is  up  for  reelection  this 
fall,  received  $92,485.  His  of- 
fice could  not  be  reached  for 
comment.  On  the  giving  side, 
at&t's  was  the  most  gener- 
ous PAC,  with  contributions  of 
$240,245.  Stephen  Wildstrom 


GAME  PLANS 

GOODYEAR  GETS  A 
GRIP  ON  ITS  FUTURE 

SAM  GIBARA,  THE  NEW  CEO  A 

Goodyear  Tire  &  Rubber,  | 
stalling  to  unveil  his  strateg! 
to  lift  the  world's  No.  3  tin 
maker  back  to  No.  1  by  200(j 
He'll  launch  products,  c 
costs,  buy  smaller  tire  co 
panies — and  could  spin  o 
Goodyear's  oil  pipeline. 

Don't  expect  him  to  go  a: 
ter  big  boys  on  the  order 
Pirelli.  Gibara  says  he's  lee: 
of  the  debt  such  a  purcha 
would  entail.  And  Goodye 
got  burned  badly  by  overle 
eraging  in  the  1980s.  A  maj 
task  of  Gibara's  predecesso: 
Stanley  Gault,  in  bolsterin 
the  company  when  he  too, 
over  in  1991  was  cutting  t 
$3.7  billion  debt. 

So     look  for 
more     deals  in 
emerging  nations 
such  as  Goodyear's 
recent    move  to 
buy  control  of  Pol- 
ish tiremaker  tc 
Debica.  Gibara  also  GIBARAjj 
wants  to  expand  Debt-le{ 
Goodyear's  nontire 
businesses,   which  includ 
auto  belts  and  hoses,  as  we 
as  rubber  chemicals.  Th 
pipeline,  now  a  moneymakc 
after  years  as  an  albatros; 
could  fetch  a  good  price — ai 
alysts  say  up  to  $700  millioi 
Gibara  says  the  pipeline  i 
not  a  strategic  fit,  althoug 
he  adds:  "We  are  in  no  hurr 
to  sell  it."   Zachary  Schillt 


l-WAY  PATROL 

E-MAIL:  BEWARE 
OF  BIG  BROTHER 

FLAME-MAIL    MAY    BE  A 

hallmark  of  Internet  culture, 
but  it  can  cost  you  your  job. 
That's  the  lesson  a  Pillsbury 
employee  learned  when  he 
messaged  his  boss  that  the 
boss's  superior  was  a  "back- 
stabbing  bastard." 

Pillsbury  fired  sales  man- 


ager Michael  Smyth  in  Janu- 
ary, 1995,  after  a  colleague 
found  printouts  of  the  offend- 
ing messages.  A  judge  in 
January  denied  Smyth's  claim 
for  wrongful  discharge. 

Privacy  advocates  who  sid- 
ed with  Smyth  concede  that 
he  probably  would  have  been 
fired  for  writing  a  similar  pa- 
per memo.  But  they  hoped 
that  this  case,  a  possible 
precedent  setter,  would  treat 
E-mail  as  confidential.  "It 


doesn't  seem  that  the  judge 
quite  got  what  E-mail  is," 
says  David  Banisar,  an  attor- 
ney at  the  Washington-based 
Electronic  Privacy  In 
formation  Center. 

Philadelphia 
federal  Judge 
Charles  Weiner 
ruled  that 
Smyth  forfeited 
any  "reasonable 
expectation"  of 
privacy  when  he 


used  a  company  network- 
even  if  the  message  was  ir 
tended  for  just  one  persorS 
In  fact,  a  company  spokeaC 
^     man  says,  a  screem 
reminds  employees ' 
after  logging  ofi: 
that  their  map 
may   be  inteijt: 
cepted.  Smyt 
had  settled  hi 
claim  just  befor 
the  court  ruled] 
Keith  Hammond 
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Winning 


At  J.R  Morgan, 
a  relationship 
with  a  client 
is  a  marathon, 
not  a  sprint." 


Any  global  bank  can  handle  a 
foreign  exchange  transaction  for 
a  client.  But  at  Morgan  we  do 
more  than  simply  execute.  We 
help  our  clients  successfully  meet 
their  most  complex  long-term 
challenges.  Because  no  firm  works 
harder  to  understand  its  clients' 
needs,  our  strategic  approach 
makes  a  difference:  Cross-border 
acquisitions  cost  less  thanks 
to  smarter  currency  management. 
Investment  portfolios  beat  bench- 
marks thanks  to  superior  currency 
advice.  Export  earnings  are  hedged 
more  efficiently  thanks  to  creative 
risk  management  products.  In 
foreign  exchange,  and  in  every 
other  service  we  offer,  we  stay  with 
our  clients  all  the  way  to  the  finish 
line.  Which  is  why  the  benefits  so 
often  show  up  on  their  bottom  line. 

Our  authoritative  trade-weighted  Currency  Indices 
are  published  daily  on  the  World  Wide  Web  at 
http://www.|pmorgan,com 


organ  FX  marketers  and  clients  ran  together  in  the  1995  New  York  City  Marathon 


J  P  Morgan 


Up  Front 


HONCHOS 

THE  THOUGHTS  OF 
CHAIRMAN  ACE 

A  BOOK  OF  MEMOS  FROM  THE 

front  office?  That  sounds 
about  as  appealing  as  a  com- 
pendium of  great  Scottish 
recipes.  But  bookstores  in 
April  will  be  selling  a  collec- 
tion of  Alan  "Ace"  Green- 
berg's  memos  dating  back  to 
1978,  when  he  took  command 
of  Bear  Stearns. 


GREENBERG:  Mr.  Memo 

And  they're  far  from 
the  ordinary  bland  man- 
agement dispatches. 
Greenberg's  epistles  to  the 
troops  are  an  oddball 
blend  of  aphorisms  and 
humor,  illustrating  his  way 
of  doing  business.  "Em- 
ployees enjoy  getting 
them,"  claims  the  ever- 
colorful  Greenberg. 
It  wasn't  his  idea  to  pub- 
lish Memos  From  the  Chair- 
man ($14.95).  Workman  Pub- 
lishing's  owner,  Peter 
Workman,  saw  a  sample  and 
figured  a  Wall  Street  titan's 
musings  would  sell.  Proceeds 
go  to  the  Bear  Stearns  schol- 
arship fund. 

In  the  memos,  Greenberg 
quotes  the  maxims  of  his  fic- 
tional business  philosopher, 
Haimchinkel  Malintz  Anay- 
nikal,  such  as:  "Thou  will  do 
well  in  commerce  as  long  as 
thou  does  not  believe  thine 


DRAWN  &  QUARTERED 


OBSCENITY  ON 


own  odor  is  perfume." 
Greenberg  harps  on  the  im- 
portance of  returning  calls 
("even  if  the  person  is  selling 
malaria")  and  saving  money 
(shake  toner  cartridges  to 
get  more  use  out  of  them). 
And  he  shows  his  opinion  of 
market  theorists  by  announc- 
ing that  he  has  finally  hired 
one — Doodles  Danenberg,  a 
chimp  at  the  Central  Park 
zoo,  who  "will  literally  work 
for  peanuts."  □ 


AFTERLIVES 


THIS  COOKIE  DIDN'T  CRUMBLE 


GORDON  MC GOVERN  WAS 

forced  out  as  ceo  of  Campbell 
Soup  in  1989  by  large  share- 
holders charging  he  wasn't 
doing  enough  to  turn  it 
around.  Since  then,  though, 
the  now  retired  executive  has 
produced  a  turnaround  on  a 
smaller  scale. 

His  project  was  the  tony 
Wooster  School  in  Danbury, 
Conn.  The  prep  school,  which 
one  of  his  children  attended, 
teetered  on  the  edge  of  in- 
solvency a  few  years  ago. 
Serving  as  treasurer  of  the 
school,  he  raised  money  and 
tightened  financial  controls. 
"We  got  it  back  from  the 
brink,"  says  McGovern,  now 
69  and  living  in  nearby 
Ridgefield. 

He's  also  on  two  corporate 
boards:  Merrow  Machine,  an 
industrial-sewing-machine  ma- 
ker, and  George  Weston,  a 
Canadian  grocery  chain  (par- 
ent of  Loblaw's  Supermar- 
kets). McGovern,  once  head 


of  Campbell's  Peppe- 
ridge  Farm,  says  he's 
fond  of  the  chain's 
"cookie  interests." 

How  does  McGov-  McGOVERN: 
em  assess  David  John-  School  hero 
son,  Campbell's  current  ~ 
ceo?  Johnson  has  been  bold- 
er, selling  off  businesses  and 


cutting  the  workforce 
to  spur  growth — and 
shareholder  McGovern 
says    he    likes  the 
stock's  45%  rise  over 
the  past  year,  to  65. 
But  his  praise  of  John- 
son is  a  bit  backhand- 
ed: "I  don't  know  if 
he's  doing  a  good  job, 
"  but  the  Street  likes 
him.  I  don't  know  if  that's  the 
same  thing."    Joseph  Weber 
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NET  NEW  SALES 
OF  EQUITY  MUTUAL  FUNDS 

INCLUDING  REINVESTED  DIVIDENDS 

■  ANNUAL 

■  FIRST  SIX  WEEKS 
OF  THE  YEAR 


With  no  signs  of  slowing  down,  equity  funds  are 
a  principal  force  behind  the  bullish  market. 
Over  time,  market  performance  and  the  flow 
of  money  into  mutual  funds  track  each  other. 
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MELTING  POT 


BRING  US  YOUR 
POOR,  TIRED  MYTHS 


AMERICAS  NATIVIST  STREAK- 

the  fear  that  immigratio 
drags  down  its  average  inte 
ligence  and  weakens  the  bor 
of  a  common  language — 
gaining  strength  again.  Var 
ous  politicians  want  to  lim 
immigration.  And  Bob  Do 
calls  for  laws  making  Englis 
the  country's  official  languag 

New  university  researc 
finds  the  fears  unwarranted 
In  the  largest  study  of  il 
kind,  Michigan  State  an 
Johns  Hopkins  sociologist 
looked  at  5,000  children  < 
immigrants  in  California  an 
Florida.  They  found  that  vi 
tually  all  are  passionate] 
committed  to  speaking  Enj 
lish  fluently.  Indeed,  81% 
all  those  born  in  the  U. » 
would  rather  speak  Englis 
than  their  parents'  tongue. 

Overall,  immigrants'  kic 
get  better  grades  than  Ame 
icans.  In  San  Diego,  for  e: 
ample,  their  grades  averag 
two-tenths  of  a  point  highe 
Yet  there's  a  big  irony:  Tr 
longer  these  children  live  i 
the  U.  S.,  the  lower  the 
grades.  That  can  happen  i 
only  three  years.  John  Can 
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FOOTNOTES  Total  amount  in  the  401(k)  accounts  of  working  Americans:  1993,  $300  billion;  1995,  $700  billion 
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The  SAS  System  Helps  Monitor 
the  Pulse  of  Patient  Satisfaction 


As  more  and  more  health  care 
providers  offer  similar  services  at  com- 
parable prices,  patient  satisfaction  is 
fast  becoming  the  new  basis  of  compe- 
tition. To  help  monitor  how  patients 
perceive  the  quality  of  the  care  they 
receive,  Intermountain  Health  Care 
!IHC)  is  turning  to  the  SAS  System 
i»f  software. 

"The  SAS  System  has  enabled  us 
to  develop  a  unique  reporting  system 
that  includes  all  the  information 
required  by  our  front-line  managers 
and  administrators — in  a  format  that 
works  for  them,"  says  Glen  McBride, 
IHC's  manager  of  strategic  research. 

A  Fast,  Effective  Remedy  for 
Every  Reporting  Need 

"We  needed  a  reporting  system 
that  could  get  relevant,  easy-to- 
understand  patient  feedback  into  the 
right  hands  in  an  efficient,  timely 
manner,"  says  Sarah  Luker,  research 
associate  at  IHC  (pictured  above). 
'The  SAS  System  was  the  only  software 
system  that  came  close  to  meeting 
our  complex  reporting  needs." 


Since  IHC  serves  almost  a  million 
patients  every  year,  that's  a  lot  of 
feedback.  "With  the  SAS  System,  we 
generate  hundreds  of  unique  reports 
each  month,"  adds  McBride.  "At  a 
glance,  managers  can  see  how  patients 
perceive  the  quality  of  various  aspects 
of  the  hospital  experience,  such  as 
admitting  procedures,  nursing  care, 
and  physician  care." 

A  Healtliy  Dose  of  Relevant 
Consumer  Data 

"This  valuable  month-to-month 
feedback  enables  us  to  make  appro- 
priate changes  to  the  care  we  provide," 
McBride  explains.  "And  that  helps 
us  to  offer  the  best  possible  care  to 
patients  who  v  isit  our  23  hospitals  in 
Utah,  Wyoming,  and  Idaho." 

Having  implemented  such  a 
successful  reporting  system  for  IHC 
hospitals,  what's  next?  Luker  says, 
"Because  of  its  flexibility,  we'll  soon 
be  using  the  SAS  System  to  provide 
valuable  customer  feedback  to 
employees  across  all  three  IHC 
divisions  —  the  hospital,  health 
insurance,  and  physician  groups." 


To  r«"c»-ivr  a  SAS  S\>l«'in  Executive 
Summary,  frive  us  a  call  or  send  us 
E-mail  at  l>\v@sas. sas.com 


l^' SAS- System 


M 


S  \S  Institute 
Phone  919-677-820(1 
lax  919-677-4444 
URL:  http://www.sas.com/ 


SAS  is  a  registered  trademark  oi  SAS  Institute  In 
Copyright  ©  1996  In  S  \S  InMituU-  In. 
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CON  ARTIST  COME-ONS 

ARE  A  DIME  A  DOZEN  

Your  article  "Stinging  Small  Busi- 
ness" (Special  Report,  Feb.  12)  is  fright- 
eningly  accurate.  My  company  is  at  the 
end  of  a  two-year  startup  phase  and 
seeks  financing  to  introduce  environ- 
mentally friendly  disposable  products. 
Our  technology  is  unique  and  holds 
great  promise,  yet  finding  satisfactory 
investors  is  our  greatest  hurdle.  In  six 
months  of  seeking  next-phase  funding, 
we  have  come  across  each  of  the  tricks 
of  the  con  artists  that  are  described  in 
the  story.  Fortunately,  we  have  resisted 
the  temptations. 

Larry  C.  Shattles 
Envirofilm  Technology  Inc. 

Atlanta 

WAS  THERE  A  SECRET 

PRINTING  OF  PESOS?  

Your  editorial  "Asia:  Closed  markets 
huit  growth"  (Feb.  12)  contains  the  fol- 
lowing remark:  "Actually,  the  Mexican 
crisis  was  caused  by  secret  government 

printing  of  pesos  "  Unfortunately, 

your  assertion  is  both  untrue  and  slan- 
derous. During  1994,  figures  on  money 
supply  were  published  every  month,  as 
they  had  been  for  many  years.  It  can 
also  be  pointed  out  that  the  decline  in 
inflation  in  1994,  to  7.1%— the  lowest 
rate  since  1972 — and  the  very  high  lev- 
el of  real  interest  rates  that  prevailed 
throughout  the  year,  starting  in  late 
March,  hardly  attest  to  a  lax  monetary 
policy. 

Eduardo  Turrent 
Press  Officer 
Banco  de  Mexico 
Mexico  City 

NIELSEN  IS  NO 

SMALL-SCREEN  BULLY  

In  your  ill-informed  and  supei'ficial 
cheap  shot  "Nielsen  Schmielsen"  (News: 
Analysis  &  Commentary,  Feb.  12),  you 
trod  a  tiresome  old  rut:  that  Nielsen  is  a 
monopolist  and  bully.  More  often,  it's 
the  high-ticket  client  who  is  the  bully. 


CORRECTIONS  &  CLARIFICATIONS 

"What  hath  Yahoo  wrought?"  (Information 
Processing,  Feb.  12)  stated  that  "Wall  Street 
expects  Yahoo  to  be  the  first  company  in  the 
[Web-search]  category  to  go  public."  In  fact 
a  Canadian  company  called  OpenText  has 
already  gone  public. 


As  a  former  employee  of  a  competito 
(Arbitron),  I  know  firsthand  that  th 
TV  survey  business  is  enormous  in  scop 
and  complexity;  occasionally,  somethin 
will  go  wrong.  That  is  no  indictment! 
Few  market  researchers  are  called  upoi 
by  their  clientele  to  produce  daily,  ma 
sive  amounts  of  data  at  the  levels 
accuracy  that  the  TV  industry  de 
mands — and  get  it  right  almost  all  th 
time,  as  Nielsen  does. 

Nielsen — whose  data  I  have  used  o 
a  daily  basis  the  past  15  years — ma 
be  big  and  slow,  but  it  is  well-meanin 
and  honest.  They  certainly  did  not  ru 
Arbitron  out  of  the  TV  measuremen 
business  with  predatory  practices,  a 
your  article  implies.  Arbitron  straggle 
for  years  to  make  their  television  div 
sion  profitable.  A  key  reason  they  close 
it  down  relates  to  the  merger  excesse 
of  the  '80s:  Driven  to  slash  costs,  man 
station  clients  cut  back  to  one  ratin 
service  instead  of  two,  and  not  enoug] 
chose  Arbitron.  Finally,  Arbitron  did 
not  "quit  the  TV  market  after  threi 
years."  I  have  a  copy  of  their  first  rat] 
ing  book— dated  May  11-18,  1949. 

John  Fulle: 
Alexandria,  Va 

CALIFORNIA:  STILL 
WELFARE'S  GOLDEN  STATE 


Regarding  your  item  "Does  welfari 
act  as  a  magnet?"  (Economic  Trend! 
Feb.  12),  there  appears  to  be  a  majo 
flaw  in  at  least  one  premise  in  the  re 
search  of  Messrs.  Levine  and  Zimmer 
man  of  the  National  Bureau  of  Econom 
ic  Research:  that  "single  men,  childles; 
women,  and  married  couples"  are  ineli 
gible  for  welfare.  While  this  may  cer 
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YOU  DON'T  SEE  YOUR  INSURANCE  COMPANY  UNTIL  YOU  MAKE  A  CLAIM, 
WHAT  ARE  YOU  GOING  TO  GET  WHEN  THEY  FINALLY  DROP  IN? 


Most  insurance  companies  don't  arrive  until  problems  strike.  And  then,  they  don't  always  leave  the 
st  impression.  But  not  General  Accident  Insurance.  We'll  send  a  team  of  underwriters,  claims  specialists, 
d  loss  control  experts  to  examine  your  business  before  anything  big  can  hit.  To  make  sure  you've  got 
;t  what  you  need.  We  might  even  save  you  money  on  premiums. 

To  learn  all  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Agent  or 
re  us  a  call.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities, 
i  A+  (Superior)  rating  from  A.M.  Best,  a  national  insurance  rating  sen  ice. 
id  helpful  people  who  can  really  make  an  impact. 


General  Accident 
Insurance 

1-800-606-4233 
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tainly  be  time  with  Aid  to  Families  with 
Dependent  Children,  that  is  by  no 
means  the  only  form  of  largesse  foolish- 
ly extended  by  state  governments  and 
shamelessly  abused  by  interstate  indo- 
lents  and  itinerants.  California,  whose 
General  Assistance  program  is  one  of 
the  most  profligate  providers  of  such 
gratuitous  relief,  pays  anyone  who 
shows  up  in  the  Golden  State  to  claim 
his,  her,  or  their  unjust  reward.  In  San 
Francisco,  the  monthly  benefits  are 
about  $450  per  person — tax-free  and 
precious  few  questions  asked,  except 
for  the  now  ubiquitous  "Spare  change?" 

G.  Michael  German 
San  Francisco 

DIRECPC  CAN  HAUL  DATA 

WITH  THE  BEST  OF  THEM  

I  read  with  great  interest  your  look 
at  the  various  options  for  upping  the 
speed  limit  on  the  Information  High- 
way in  "The  big  daddy  of  data  haul- 
ers?" (Science  &  Technology,  Jan.  29). 
While  comparing  DirecPC  to  either  inte- 
grated-services  digital  network  or  ca- 
ble modems  has  many  of  the  "apples-to- 
oranges"  problems,  I  would  like  to  point 
out  that  the  chart  does  not  use  the  total 
bandwidth  of  the  DirecPC  system  for 
its  calculation  of  a  video  clip  download. 
Although  DirecPC  bandwidth  is  shared 
among  its  users,  just  as  a  cable  system 
is,  using  a  similar  "total  bandwidth"  ap- 
proach would  show  DirecPC  to  be  three 
times  faster  than  4  megabit-per-second 
cable  modems.  The  download  would  take 
less  than  seven  seconds,  not  the  10  min- 
utes depicted.  However,  the  fruit-com- 
parison problem  becomes  even  more 
significant  when  one  examines  the 
following: 

■  DirecPC,  a  satellite  system,  has  tre- 
mendous scaling  advantages.  As  the 
article  points  out,  if  a  cable  system 
gets  bogged  down,  additional  fiber  can 
be  added.  This  requires  regional  in- 
vestment in  infrastructure.  At  DirecPC, 
we  currently  provide  our  service  on  a 
single  satellite  transponder  (channel). 
To  add  capacity,  we  add  a  transponder, 
and  suddenly  our  capacity  has  doubled. 
That  additional  capacity,  by  the  way, 
is  equally  accessible  from  Las  Cruces, 
N.  M.,  Santa  Barbara,  Calif.,  Albany, 
N.  Y.,  or  anywhere  else  in  the  conti- 
nental U.S. 

■  DirecPC  can  send  the  same  data  to 
any  number  of  receiving  sites.  For  ex- 
ample, try  sending  that  hypothetical 
10-megabyte  video  clip  to  1,000  users 
spread  throughout  the  country.  On  ISDN 
and  cable,  that  could  be  1,000  individu- 
al   point-to-point    connections.  On 


DirecPC,  the  data  can  be  sent  to  all 
1,000  sites  in  a  single  transmission.  So 
would  that  be  a  12  megabyte-per-sec- 
ond  download  or  a  12,000  megabyte- 
per-second  download? 

James  R.  Aloise 
Marketing  Manager,  DirecPC 
Hughes  Network  Systems 
Germantown,  Md. 

Editor's  note:  DirecPC  does  offer  a  broad 
range  of  services  such  as  data  broad- 
casting. But  point-to-point  data  trans- 
mission is  about  tlie  same  speed  as  ISDN 
in  busy  periods. 

RUSSIA  HASN'T  EARNED 

ITS  BAILOUT  YET  

Regarding  your  International  Out- 
look report  "Yeltsin  to  voters:  Reform? 
Never  heard  of  it"  (Feb.  12):  However 
"politically  correct"  it  may  be  not  to 
provide  Russia  with  all  the  aid  she 
needs  to  carry  on  with  political  and  ec- 
onomic reforms,  it  seems  highly  inadvis- 
able to  throw  good  money  after  bad  be- 
fore one  knows  more  or  knows  about 
whether  the  reform  process  will  in  fact 
continue  after  the  forthcoming  presi- 
dential elections  in  June.  At  this  mo- 
ment, the  vibes  are  not  encouraging. 
The  International  Monetary  Fund  loan 
of  $9  billion  ought  to  be  reconfirmed 
but  withheld  until  all  the  dust  from  the 
presidential  election  settles. 

Karl  H.  Pagac 
President 
Pagac  &  Associates 
London 

SMILE  WHEN  YOU  SAY  RETREAD,' 
PARDNER  

In  your  article  "China  Tire  may  be 
unduly  deflated"  (Inside  Wall  Street, 
Jan.  8),  you  said:  "On  the  Big  Board, 
China  Tire  Holdings  behaves  as  if  it 
were  a  retread."  The  article  then  went 
on  to  report  how  the  stock  of  the  com- 
pany had  fallen. 

The  pejorative  use  of  the  word  "re- 
tread" continues  to  perpetrate  the  myth 
that  retreads  are  of  a  lesser  quality 
than  new  tires.  In  fact,  retreaded  tires 
perform  as  well  as  new  tires,  and  mil- 
lions of  motorists,  trucking  companies, 
commercial  airlines,  school  buses,  and 
other  users  depend  on  retreads  to  deliv- 
er the  same  safety,  performance,  and 
handling  features  as  new  tires,  but  at  a 
far  lower  cost. 

Harvey  Brodsky 
Managing  Director 
Tire  Retread  Information  Bureau 
Pacific  Grove,  Calif. 


WHO'S  THE  CYNIC: 
HILLARY  OR  HER  REVIEWER? 
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Keith  Hammonds'  review,  "Hillary 
300-page  campaign  speech"  (Books,  Fe 
12),  was  the  most  cynical  book  review 
recent  memory.  Hillary  Clinton  and  hi 
husband  have  undoubtedly  decided 
reposition  the  First  Lady  along  moi 
traditional  lines.  This  book  suggests  th; 
they  have  learned  that  her  focus 
children's  issues  will  be  less  controve 
sial  than  her  earlier  role  in  developii 
health-care  policy.  Other  First  Ladi 
have  been  on  safe  ground  advocatir 
for  literacy  (Barbara  Bush),  the  ar  s 
(Jacqueline  Kennedy),  and  staying  awj  uistE 
from  drugs  (Nancy  Reagan). 

However,  your  reviewer  couldn 
pass  up  an  opportunity  to  bash  Hillai 
once  more.  To  characterize  the  boc 
as  a  "300-page  campaign  speech" 
quite  a  stretch.  The  Clintons  are 
veterate  campaigners,  of  course,  an 
this  may  explain  Hillary's  choice 
rhetoric  in  making  her  case.  But  tl 
cynicism  of  Hammonds  in  this  review 
exceeded  only  by  his  own  waffle 
glosses,  and  pirouettes  around  th  t while  R 
book's  advocacy  of  a  true  communit  ■ 
approach  to  the  solution  to  children 
problems  in  today's  world.  I  nearl  m\ 
laughed  out  loud  at  Hammonds'  con 
ment,  "In  principle,  I  agree — but  th  ssisc 
finely  calculated  ambivalence  is  disturl  Bit 
ing."  What  is  more  disturbing  t 
me  is  a  book  reviewer  who  is  more  p  tt< 
litically  motivated  than  interested  i  1 1 
exploring  the  merits  of  Mrs.  Clinton 
ideas. 

George  W.  Rk  festive  t 
Osterville,  Mas  » 
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EY  ONLY  LOOK  DEAD 

y  Progressives  Will  Dominate  the  Next  Political  Era 

E.  J.  Dionne  Jr. 

ion  &  Schuster  •  352pp  •  $24.00 


DEMOCRATS  DON'T 
[AVE  TO  BE  DINOSAURS 


"t  should  come  as  no  surprise  that 

the  populist  campaign  of  Republi- 
.can  Patrick  Buchanan  is  showing 
ns  of  life.  As  far  as  Washington  Post 
umnist  E.J.  Dionne  Jr.  is  concerned, 

global  economy,  stagnant  wages,  and 
lense  that  things  are  out  of  control 
re  long  been  on  top  of  voters'  minds, 
t,  Dionne  writes  in  his  perceptive 
v  book,  They  Only  Look  Dead,  most 
iticians  haven't  gotten  the  message. 
Buchanan's  vituperation  over  trade 
•eements  and  corporate  greed  fills  a 
:uum  left  by  both  par- 
3,  says  Dionne.  The  au- 
>r  convincingly  argues 
t  while  Republicans  and 
moerats  debate  old  is- 
;s  about  whether  gov- 
iment  should  be  big  or 
all,  the  squeezed  middle 
3S  is  desperate  for  gov- 
iment  that  governs  well, 
nsequently,  Dionne  is 
e  to  make  a  strong  case 
it  opportunity  is  knock- 
;  for  the  Democrats  to 
ne  up  with  a  positive  al- 
native  to  Buchanan's  ec- 
)mic  nationalism — and  a  less  convinc- 
;  case  that  the  party  will  respond. 
AJthough  the  "Anxious  Middle"  of  the 
S.  electorate  realizes  that  govern- 
nt  can  only  do  so  much,  Dionne  be- 
?es  voters  "are  worried  about  their 
ispects  in  an  economic  order  in  which 
rernment  withdraws  and  removes  ba- 

social  protections."  He  attacks  the 
?  for  mistaking  voter  anger  about 
itics-as-usual  and  Democratic  failures 

public  rejection  of  government.  But 
also  scores  the  Democrats  for  squan- 
"ing  an  opportunity  during  the  Clin- 
i  Administration's  first  two  years  to 
monstrate  "the  possibilities  of  re- 
med  and  modernized  government." 
To  justify  his  faith  that  the  public  is 
idy  for  an  innovative  government  led 


THEY  ONLY 
LOOK  DEAD 


WHY  PROGRESSIVES  WILL  DOMINATE 
*  *  THE  NEXT  POLITICAL  ERA  *  » 


E.J.  DIONNE  JR. 


AimtOR  of  WHY  AMERICANS  HATE  POLITICS 


by  Democrats,  Dionne  looks  to  a  period 
of  similar  upheaval — the  late  1800s, 
when  agrarian  America  was  moving  into 
the  Industrial  Age.  Like  conservatives 
today,  the  robber  barons  believed  mate- 
rial progress  depended  on  unfettered 
capitalism.  Eventually,  the  Gilded  Age 
gave  rise  to  the  Progressive  movement 
and  legislation  restricting  market  ex- 
cesses. The  Democrats  may  look  dead, 
but  Dionne  thinks  the  public  is  ready 
for  a  new  Progressivism,  and  the  Demo- 
crats, he  says,  are  the  only  organiza- 
tion able  to  deliver. 

But  for  Democrats  to 
come  up  with  a  prescrip- 
tion that  will  help 
the  middle  class  expand 
opportunities  in  the  new 
economy  would  mean  a  re- 
thinking of  Democratic  lib- 
eralism, says  Dionne.  He 
believes  liberals  have  failed 
to  meet  the  desire  of 
Americans  for  creative 
government.  If  they're  to 
carry  on  the  Progressive 
tradition,  they  will  have  to 
discard  the  notion  that 
government  has  boundless  capabilities. 

You  don't  have  to  be  a  Bill  Clinton 
fan  to  agree  with  the  author  that  in 
1992,  the  President  was  smart  to  tap 
voters'  sense  of  economic  crisis  and 
fears  about  crime  and  the  decline  of  the 
two-parent  family.  Even  though  Clin- 
ton helped  reposition  the  Democrats  on 
these  questions,  party  divisions  were  so 
deep  that  he  was  unable  to  "forge  a 
new  intellectual  synthesis."  But  Dionne 
fails  to  emphasize  Clinton's  personal  fail- 
ings: He  didn't  stick  to  his  campaign 
themes,  nor  did  he  have  the  leadership 
qualities  to  convince  his  party  to  sup- 
port him. 

Clinton  aside,  disarray  is  just  another 
name  for  Democrats,  and  Dionne.  may 
be  overestimating  the  chances  of  a 


VOTER  ANGER  MAY  NOT  MEAN 
REJECTION  OF  GOVERNMENT 
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10  Free  Trees 

'en  Colorado  blue  spruces, 
or  other  conifers  selected 
to  grow  in  your  area,  will  be 
given  to  each  person  who 
joins  The  National  Arbor  Day 
Foundation. 

Your  trees  will  be  shipped 
postpaid  at  the  right  time  for 
planting  in  your  area,  February 
through  May  in  the  spring  or 
October  through  mid  Decem- 
ber in  the  fall.  The  six  to 
twelve  inch  trees  are  guaran- 
teed to  grow,  or  they  will  be 
replaced  free. 

To  become  a  member 
and  to  receive  your  free 
trees,  send  a  $10  member- 
ship contribution  to  Ten 
Blue  Spruces,  National 
Arbor  Day  Foundation,  100 
Arbor  Avenue,  Nebraska 
City,  NE  68^10. 

Join  today,  and  plant 
your  Trees  for  America! 
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Democratic  philosophical  epiphany. 
Clinton  wins  a  second  term,  there's  i 
reason  to  believe  his  party  is  any  mo 
likely  to  unite  behind  him  than  th 
were  two  years  ago.  Democrats  rema! 
divided  over  such  issues  as  welfare  r 
form,  trade,  and  health  care.  So  even 
they  manage  to  win  a  small  House  m 
jority  in  the  upcoming  elections,  it 
hard  to  believe  that  Democrats  are  c 
the  verge  of  a  big  comeback. 

Still,  whether  or  not  you  agree  th; 
the  Democrats  are  on  the  reboun 
Dionne's  book  is  worth  reading.  He 
probably  the  most  astute  of  our  cu 
rent  political  commentators  at  describir! 
and  analyzing  the  development  and  pr 
losophies  of  political  movements.  Afti 
examining  the  pushes  and  pulls  with 
the  Democratic  Party,  he  performs 
similar  analysis  of  GOP  divisions  and  ho 
House  Speaker  Newt  Gingrich  (R-Gj 
united  them.  Dionne's  analysis:  That  ur 
ty  could  be  ephemeral,  as  the  primal 
season  is  showing.  And  the  new  R 
publicans'  rejection  of  government 
bound  to  fail,  says  Dionne,  because  tl 
voters  ultimately  won't  buy  it. 

They  Only  Look  Dead  ends  with 
potpourri  of  initiatives  that  Dionne  suj 
gests  Democrats  can  use  as  the  bas 
for  their  New  Progressivism.  Many 
them — making  pensions  more  portabl 
say,  or  initiating  a  public  campaign  to  ei 
courage  fathers  to  care  for  their  kids 
aren't  new,  but  are  on  the  right  trae 
The  most  innovative  is  "second-chan< 
homes":  Young  welfare  mothers  wou 
live  in  supervised  settings  with  the 
children.  This  type  of  program,  Dionii 
argues,  accepts  the  seriousness  of  morplogistic 
concerns  while  acknowledging  the  role  i  !ffRtr.. 
government  in  helping  the  needy.  Bi  j..,.., ... 
his  proposals  for  universal  health  cat  U  , 
would  be  costly.  And  requiting  higher  1; 
bor  and  environmental  standards  froi  ™a™ 
countries  that  are  parties  to  free-trac  p 
pacts  is  probably  unrealistic. 

Recently,  the  Democrats  have  floa] 
ed  new  proposals  such  as  tax  breaks  f< 
companies  that  provide  a  certain  level  <| 
training,  wages,  and  benefits.  But  f< 
some  problems,  there  may  be  no  re; 
solutions:  It's  far  trickier  for  new  Pr< 
gressives  to  address  dislocations  cause 
by  global  competition  than  it  was  ftp  !'c: 
past  reformers  to  treat  capitalism's  abui 
es  within  our  borders.  But  Dionne 
right  about  the  big  point:  Middle-clas 
fears  won't  go  away,  and  politicians  wh 
don't  help  voters  navigate  the  new  ecoi 
omy  shouldn't  be  shocked  if  their  rag 
finds  expression  in  radical  outlets. 

BY  SUSAN  B.  GARLAN 

Garland  covers  the  White  House  an 
national  politics  for  business  week. 
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...  and  what's  next.  Be  ready 
for  the  challenges  of  the  next 
millenium  by  visiting  Hannover 
Fair '96,  the  world's  leading  ex- 
hibition of  industrial  technology 
with  7,000  exhibitors  from  60 
countries.  From  research  to 
robotics,  and  lighting  to  lo- 
gistics, the  range  of  new  techno- 
logies on  display  is  truly 
astounding.  Meet  the  future,  be 
there  at  the  Hannover  Fair. 
Our  special  focus  in  1996: 
Partner  USA.  Check  out  your 
exhibit  options,  catalog  displays 
and  visitor  packages  today! 


HANNOVER 
MESSE  96 

Your  company  depends  on  new  ideas.      april  22-27 


more  information:  Hannover  Fairs  USA,  Inc.,  103  Carnegie  Center,  Princeton,  NJ  08540,  Tel:  609-987-1202,  Fax:  609-987-0092 


Rarely  does  someon 


Rarely  does 


someone  go 

where  no  one  has  gone  before. 


Sir    Edmund  Hillary 


M  t  .  Everest 

MAY  2  9,  19  5  3 


Rarely  does  someone  accomplish 

what  has  never  been 

accomplished  before. 


Neil  Armstrong 

Apollo  11 

JULY  20,  1  969 


usa  m- 

OQO 

'llanlai*1* 

field  Sponsor  ol  the  Official  Sponsor  ol  the 
6  U  S  Olympic  Team        1996  Olympic  Games 


Always  wear  *afcry  belts,  even  with  air  bags 
©1995  GM  Corp.  All  rights  reserved. 
CADILLAC^  NORTHSTAR3 


R  E  A  K    NEW  GROUND. 


Rarely  does  an 


automotive  system  achieve  a 


combination  of  advantages  never  achieved  befo 


re 


The    Northstar  System: 

100,000-Mile  Scheduled  Tune-Up 
300  Horsepower 


Coolant-Loss  Protection 
Continuously  Variable  Road-Sensing  Suspension 


Full-Range  Traction  Control 

But  when  it  does,  the  world  tries  to  follow. 


333-4CAD 

Internet  type 
//www.i  adillac.com. 


Cadi  llac 

Creating  A  Higher  Standard 


Technology  &  You 


BY  STEPHEN  H.  WILPSTROM  

HARD-TO-BREAK 
WINDOWS 


Microsoft's  new  NT 
system  will  almost 
never  crash,  and 
security  is  top-notch 

I'm  peering  at  a  screen 
that  looks  just  like  Win- 
dows 95 — right  down  to 
the  My  Computer  icon  and 
the  Recycle  Bin.  The  only 
hint  of  something  different 
comes  when  I  click  the  Start 
button:  The  menu  announces 
a  Windows  NT  Workstation 
instead. 

This  new  Microsoft 
operating  system  is 
worth  looking  at 
for  a  lot  of  people. 
Known  for  now  as 
the  Windows  NT  4.0 
Shell  Upgrade  Re- 
lease, it's  likely  to  be  a 
big  hit  with  corporate 
users — Microsoft's  pri- 
maiy  target — who  have 
been  resisting  the  move 
to  Windows  95. 
What's  more,  this 
new  NT,  now  in 
large-scale  field  test- 
ing and  scheduled  for 
release  before  midyear, 
should  also  prove  attractive 
to  small  businesses  and  even 
some  home  users. 
LIMITED  VIEW.  Why  go  with 
nt?  For  one  thing,  it's  almost 
crashproof.  Applications  will 
still  hang,  but  the  problem 
can  almost  always  be  fixed 
by  restarting  the  program 
without  rebooting  the  com- 
puter. Security  is  also  a  big 
attraction.  If  I  want  to  call 
into  my  office  machine  from 
home,  Win95  requires  that  I 
leave  it  limning,  and  anyone 
who  comes  along  has  full  ac- 
cess to  the  computer.  With 
nt,  I  simply  fire  up  the  re- 
mote access  service  and  log 


out.  I  can  dial  in,  but  the  ma- 
chine is  locked  to  everyone 
else. 

Or  consider  a  small  busi- 
ness where  Bob  keeps  the 
books  but  Alice  occasionally 
shares  his  computer.  Alice 
has  no  reason  to  look  at  the 
accounting  information,  but 
Bob  must  protect  the  data 
from  accidental  or  malicious 
damage.  Under  Windows  95, 
there's  no  safe  way  to  share 
a  computer.  Anyone  who  can 
get  on  a  Win95  machine  can 


call  up  any  file.  With 
nt,  Alice  could  be  given  a 
restricted  account  that  only 
allows  her  to  see  or  change 
the  files  she  needs.  It  takes  a 
bit  of  effort  to  set  this  up 
properly,  but  once  done,  the 
security  measures  meet  strin- 
gent standards  that  are  re- 
quired for  sensitive  govern- 
ment data. 

Some  home  users  might 
find  this  feature  practical,  too. 
For  instance,  parents  can 
keep  their  electronic  files  sep- 
arate from  the  kids'  in  such  a 
way  that  even  a  very  clever- 
teenage  hacker  won't  be  able 
to  defeat. 

There  are  drawbacks,  how- 
ever, to  choosing  NT,  especial- 


ly for  those  who  use  a  per- 
sonal computer  at  home  and 
small  businesses.  The  biggest 
one  is  that  a  lot  of  Dos  and 
Windows  3.1  software,  par- 
ticularly games,  won't  run 
with  NT.  Any  program  other 
than  a  game  or  utility  that 
carries  the  "Designed  for 
Windows  95"  logo  should 
work,  however.  NT  lacks 
Win95's  plug-and-play  fea- 
tures and  is  only  compatible 
with  a  limited  range  of  sound 
cards,  cd-rom  drives,  and 
other  accessories.  NT's  lack  of 
plug-and-play  and  its  poor 
handling  of  PC  Card  devices 
makes  it  far  inferior  to  Win95 
on  laptops.  And  using  NT  ef- 
fectively means  doing  a  good 
bit  of  homework  to  under- 
stand how  to  use  it,  even 
though  the  newest  version  is 
an  improvement  over  its 
user-hostile  predecessor. 
MUCHO  MEMORY.  Then  there 
cost  issues,  nt  offi- 
cially requires  a 
33-megahertz-or- 
faster  486  pro- 
cessor and  12 
megabytes  of 
ram,  but  you're 
not  going  to  be 
happy  with  less 
than  a  Pentium  and 
16  megabytes.  Any 
new  Win95  machine 
you're  likely  to  pur- 
chase should  do  fine  if  it 
has  enough  memory,  but 
upgrading  some  older  com- 
puters could  be  a  problem. 
Windows  95  generally  comes 
free  on  new  machines  and 
costs  $90  as  an  upgrade. 
While  no  price  has  yet  been 
set  for  nt  4.0,  it  probably  will 
be  close  to  the  $300  single- 
unit  retail  of  the  current  ver- 
sion, 3.51. 

That  may  sound  expensive. 
And  for  some  people  it  is.  So 
cost-wise,  the  wide  range  of 
programs  and  accessories 
available  for  Win95,  coupled 
with  its  ease  of  use  at  home 
and  on  the  road,  more  than 
make  up  for  the  lack  of  se- 
curity and  occasional  crashes. 
But  for  serious  business 
work,  the  price  tag  on  nt  is  a 
bargain. 


BULLETIN  BOARD 


CAMERAS 
DIGITALS  ZOOM  AHEAD 

Digital  cameras  are  getting 
more  sophisticated,  with  Ko 
dak  and  Chinon  adding  auto 
focusing  zoom  lenses  to  the 
plain-Jane  units  introduced 
last  year  (BW— Nov.  20).  Thd 
new  $950  DC50  from  Kodak 
Digital  Science  (800  508- 
1531)  offers  a  3-to-l  zoom, 
roughly  equivalent  to  a 


35mm-to- 
105mm 

range  on  a  35mm 
camera.  The  new  camera  als 
lets  you  save  pictures  to  re- 
movable credit-card-size 
flash  memory  cards.  The  1- 
megabyte  internal  memory 
holds  just  seven  best-qualit\ 
pictures;  a  5-megabyte  PC 
Card,  available  for  around 
$300,  holds  35  more.  The  ok 
er  DC40  camera,  with  a  fixec 
focus  lens,  remains  availabl 
at  a  reduced  price  of  $650. 

ACCESSORIES 
A  BETTER  MOUSE  PAD 

The  Precise  Mousing  Surface 
from  3M  (800  364-3577)  mi 
be  one  of  the  dumbest  prod- 
uct names  ever,  but  it's  still' 
good  idea.  This  replacement; 
for  a  conventional  mouse  pat 
available  for  under  $15,  is  I 
less  than  a  millimeter  thick,! 
reducing  wrist  strain.  A  high1 
textured  surface  allows  for  1 
accurate  mouse  movement-i 
while  helping,  the  company 
claims,  to  keep  oil,  dust,  anil 
dirt  out.  A  rubbery  backing  I 
keeps  the  surface  firmly  at- 1 
tached  to  even  the  smoothed 
desktops. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@busmessweek.com  or  fax  (202)  383-2125 
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Wouldn't  it  be  ni< 
you're  investing  for  re 
your  retirement,  no 


The  last  thing  you  want  to  do 
portion  of  your  retirement  invest 
someone  else.  But  it  you're  invei 
mutual  funds  that  carry  loads  or 
transaction  fees,  that's 
what  you're  doing. 

While  load  funds 


beuniv 


Schwab's  On 

often  produce  attractive      mai<e'5  manag  in  fees 
retirement  accc  i 

returns  and  have  other  benefits,  the^ 


[•bo* 


1  ' 
J 


id  Or 


the  money  you  initially  invest 
amount  of  their  loads.  And  those  lois 
run  4%,  5%  or  even  higher. 

For  outstanding  value,  considW 


1 


Schwab's  Mutual  Fund  OneSovU 


Mutual  Fund  OneSource  is 
designed  to  help  you  streamline  and  IT 
the  investment  process. 

Towards  that  end,  we  at  Schwil 


©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (2/96).  Charles  Schwab  ik  Co.,  Inc.  provides  recordkeeping  and  shareholder  services.  Funds  shown  above 
from  Schwab's  Mutual  Fund  Select  List  (Fourth  Quarter  '95).  A  free  prospectus  containing  more  complete  information,  including  management  tees  and  other  expenses  for  any  fund,  W 
through  Schwab.  Please  review  the  prospectus  carefully  before  investing.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaction  m 
charged  on  each  redemption  of  Mutual  Fund  OneSource  shares  bought  with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transl 


the  money 
iment  went  to 


>meone 

the  universe  of  6,000  mutual  funds 
inds  that  we  offer  from  some  of  the 
dl-known  and  respected  mutual 
lilies  in  America. 

u  won't  lose  a  penny  to  loads. 
OneSource  has  none. 

[y  funds  that  are  free  of  loads  and 
ion  fees  qualify  for  inclusion  in 
Fund  OneSource.  How  much  of  a 
:e  might  that  make? 
I  say  you're  a  40-year-old  who's 
g  a  hypothetical  $50,000  in  a 
tit  program,  paying  a  4%  up-front 

four  funds.  (The  average  for  all  load 

i 

4.3%.  However,  many  funds  reduce 
ds  as  you  invest  larger  sums.) 
ht    away,    your    investment  is 
by  $2,000.  And  25  years  later, 


's? 


assuming  an  8%  return  and  excluding 
other  factors,  that  $2,000  would  have 
been  worth  more  than  $13,000. 

(Management  fees  and  other  expenses 
can  affect  the  total  return  of  no-load 
funds.  Schwab  publishes  the  Mutual 
Funds  Performance  Guide"  to  let  you 
know  the  historical  performance  and 
expenses  of  OneSource  and  other  funds.) 

Why  not  become  a  Schwab  Mutual 
Fund  OneSource  customer?  That  way, 
you'll  be  taking  steps  to  benefit  your 
retirement.  Not  someone  else's. 


rv 


OneSource 


FROM  SCHWAB 


OneSource. 
The  Second  Schwab  Revolution. 


Historically 
High  Performers 

Charts  represent  growth  of  a  hypothetical 
$  1 0,000  investment  over  a  multi-year  period 
ending  12/31/95.  Assumes  reinvestment  of 
capital  gains  and  income. 

Past  perjemnance  is  no  guarantee  of 
future  results.  Returns  will  vary  and 
shares  may  be  worth  more  or  less 
than  original  cost  when  sold. 

Neuberger  &  Berman  Guardian 


Value  of  investment:  $24,771 
Average  annual  returns  (as  of  1 2/}  1 195)  : 
I  year  +  32.  i  1%    5  year  +  1945% 
10  year  +  14.86% 

INVESCO  Dynamics 


Value  of  investment:  $30,335 
Average  annual  returns  (as  of  12/31/95): 
I  year  +  37.55%  5  year  +  24-85% 
10  year  +  14.80% 

Warburg  Pincus  Emerging  Growth 


Value  of  investment:  $29,813 
Average  annual  returns  (as  of  12/31/95): 
I  year  +  46.27%   5  year  +  24.42% 
Since  inception  (1/21/88)  +  18.39% 

MOliNSSIM  Data  provided  by  Mommgstar,  Inc. 
as  of  12/31/95.  These  and  over  350  funds 
are  available  through  Schwab's 
Mutual  Fund  OneSource. 


J  Select  List 


t 


Free  Subscription 

For  an  objective  ranking  of  the  historically 


lugH-penormuig  iuiius  avauaoie  enrougn 
M|              Schwab,  call  for  two  free  issues. 

CharlesSchwab 

I  1-800-5-NO-LOAD 

e,  should  short-tetm  trading  become  excessive.  Your  IRA  must  have  $10,000  in  assets  by  9/15/96  to  qualify  for  the  no  annual  fee.  Set-up  and  maintenance  fees  fot  certain  IRA  assets 
ited  partnetships  and  promissory  notes  still  apply.  International  investing  involves  additional  risk  to  principal,  including  currency  fluctuations,  political  instability  and  foreign 
Certain  funds  may  have  waived  a  portion  of  their  advisor  fee  during  a  specified  period.  Without  the  fee  waivers,  the  returns  for  these  funds  would  have  been  lower.  Not  all  funds  are 
all  states.  1.  Source:  Morningstar,  Inc.,  as  of  12/31/95.  Average  includes  2,455  front-end  load  funds  tracked  by  Momingstat.  2.  Dividends  and  interest  reinvested,  taxes  excluded. 


Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


MEXICO:  DONT  BLAME  SALINAS 
FOR  ZEDILLO'S  MISTAKES 


TAR  BRUSH: 

The  attack  on 
Salinas  is  an 
effort  to 
discredit  his 
reforms,  which 
gave  Mexicans 
their  first 
taste  of 
economic 
freedom 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  of  the  Institute  for  Political 
Economy  and  Distinguished  Fellow  of 
the  Cato  Institute  in  Washington,  D  C. 


The  reputation  of  former  Mexican  Pres- 
ident Carlos  Salinas  de  Gortari,  one  of 
history's  great  reformers,  is  being 
blackened  by  the  consequences  of  his  succes- 
sor's ill-considered  peso  devaluation — an  act 
that  Salinas'  government  had  the  good  sense 
to  avoid.  More  is  at  risk  in  the  campaign 
against  Salinas  than  his  reputation.  The  fate 
of  Mexico  is  at  stake.  The  attack  on  Salinas  is 
an  effort  to  discredit  his  reforms,  which  gave 
the  Mexican  people  their  first  taste  of  eco- 
nomic freedom  and  the  rule  of  law  in  their 
history. 

Mexico's  historic  break  from  a  corrupt  pat- 
rimonialist  state,  which  politicized  the  econo- 
my and  handed  out  economic  privileges  based 
on  favoritism,  began  under  Salinas'  predeces- 
sor, Miguel  de  la  Madrid,  who  struck  a  new 
path  when  he  privatized  122  companies  during 
1982-86.  But  it  was  his  protege  and  successor, 
Salinas,  who  brought  the  powerful  scepter  of 
the  Mexican  presidency  crashing  down  upon 
the  heads  of  the  corrupt  old  guard  that  had 
made  Mexico  an  influence-peddler's  paradise. 

Salinas  (PhD,  Harvard  University)  and  his 
band  of  reformers,  Pedro  Aspe  Armella  (PhD, 
Massachusetts  Institute  of  Technology),  Jaime 
Serra  Puche  (PhD,  Yale  University),  Jacques 
Rogozinski  (PhD,  University  of  Colorado) 
and  others  dismantled  the  socialist  institu- 
tions that  had  permitted  the  ruling  Institu- 
tional Revolutionary  Party  (pri)  to  allocate 
profit-making  opportunities  through  the  po- 
litical process.  They  took  the  only  possible 
course  for  Mexico  to  become  a  modern  coun- 
try, but  it  was  to  the  great  disadvantage  of 
the  personal  interests  of  poweifiil  members  of 
the  pri,  which  has  dominated  Mexico  since 
1929.  Prior  to  de  la  Madrid,  becoming  a  Mex- 
ican president  was  a  surefire  way  to  become 
a  billionaire. 

The  Mexican  reforms  owe  much  to  the 
debt  crisis  of  the  early  1980s,  whi?h  dried 
up  commercial  bank  loans  to  Mexico,  and  to 
the  drop  in  oil  prices.  The  pri  no  longer  had 
the  money  to  keep  afloat  the  patrimonialist 
system  it  had  constructed.  The  old  gu<  rd  fell 
on  the  defensive,  and  people  with  a  different 
view  of  government  seized  power. 

The  old  economic  nationalism  was  discard- 
ed, trade  barriers  were  dismantled,  th  so- 
cialized Mexican  economy  was  sold  to  private 
buyers,  and  the  banking  system  was  priva- 
tized. Private  companies  multiplied  as  the 
government  receded,  and  for  the  first  time 


privilege  began  taking  a  back  seat  to  mritJ, 
Salinas  insisted  on  a  rule  of  law  that  rti 
tected  property  rights  and  curtailed  thelist 
cretionary  power  of  government  officials! 

All  of  this  was  good  for  Mexico,  bij  il 
wasn't  good  for  the  pri  dinosaurs  who  f<»n 
the  new  rules  to  their  economic  disad|n|v 
tage.  Moreover,  they  no  longer  inspiredd.^ 
fear  that  had  given  them  so  much  weigl  il 
throw  around. 

Their  chance  came  when  Presiin 
Ernesto  Zedillo  Ponce  de  Leon  succunjfeq 
to  pressure  to  devalue  the  peso  by  15|i^ 
December,  1994,  just  after  assuming  oJp 
The  thinking  behind  the  devaluation  was  fcaf 
it  would  make  Mexican  goods  more  comjti 
tive  and  reduce  the  country's  trade  de 
which  was  thought  to  be  the  source 
weakening  currency. 
DASHED  HOPES.  The  devaluation,  as  oifdl 
ing  finance  minister  Pedro  Aspe  had  wareq 
did  not  work.  Instead,  it  shattered  the  feci 
that  had  been  established  between  the  IV&J 
can  government  and  investors  to  preventovi 
abrupt  downward  movement  in  the  vahjo 
the  peso.  With  investors'  confidence  destrsresi 
and  capital  fleeing  the  country  (Mexican  pn 
ey  left  first),  the  government  was  unabi  ti 
hold  the  line  at  15%.  It  dropped  to  40%,  ni 
the  Mexican  stock  market  followed. 

The  consequences  for  Mexico  have  l|eH 
dire.  A  controversial  U.  S.-led  bailout  has 
Mexico  again  mired  in  foreign  debt.  W«e, 
the  country  fell  under  an  International  Ibh 
etary  Fund  austerity  program  that  'at 
proven  to  be  a  death  sentence  for  emer  nl 
private  businesses.  The  country  suffers  ?li 
unemployment,  and  the  devaluation  was  1  dj 
ly  inflationary. 

Dashed  hopes  are  everywhere.  Th(  Ij 
nosaurs  and  their  media  allies  blame  the  :o 
nomic  reforms  of  Carlos  Salinas  and  art  x 
horting  the  country  to  return  to  its  st  is! 
tradition.  Salinas'  reputation  is  further  hut  I 
corruption  charges  against  his  brother,  I  ul 
and  what  could  be  an  attempt  to  frame  |m 
for  the  murder  of  Jose  Francisco 
Massieu,  a  top  pri  official  who  was  once 
ried  to  the  Salinases'  sister. 

Mexicans  had  best  get  a  grip  on  tli 
selves.  However  painful  the  recession  ca|< 
by  the  peso's  devaluation,  it  counts  as  r 
ing  when  measured  against  life  in  an  u 
countable  one-party  state  where  success  le 
pends  on  bootlicking. 
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horny  problems  in 
^lassmaking  and 
nedicine  and  chemicals 


Glassmakers  are  converting  to  oxygen 
furnace  technology.  It  helps  meet  environ- 
mental goals  economically  by  reducing 
energy  needs  and  emissions. 


verful  magnets  in  MRI  machines  are  supercooled  by  liquid 
ium,  creating  the  technology  that  permits  diagnosis  of 
imal  body  conditions  without  surgery. 


and  chips  (computer  or 
potato)  and  solves  them 

using  basic  molecules 
such  as .  hydrogen, 


lelium,  nitrogen  or  oxygen  Md 
ngenious  new  technologies  which 
ire  cleaner  and  less 


PRAXAIR 

Vtaking  our  planet 
nore  productive 

>  F  more  information  please  call  1-800-PRAXAIR 

mail-    infn(S)nravair   r  n  m 


i  ,'V'"'F  it'  Haul- 

Sill  ^^^^f^P* 


yo 


and  your  work 


rto  vou  want  to  eo  to 


►  Make  the  move  to  working  with  fewer  obstacles. 

(formation  on  Microsoft  solutions  for  your  small  business,  go  to  http://www.microsoft.com/smallbiz. 
And,  if  you're  thinking  about  moving  from  WordPerfect,  go  to  http://www.microsoft.com/switch. 

Microsoft 

I   WHERE  DO  YOU  WANT  TO  GO  TO  DAY  ?" 


rporation.  WordPerfect  is  a  registered  trademark  of  Novell.  Inc. 


Economic  Trends 


BY  GENE  KORETZ 

U.S.  EXPORTS 
GAIN  AN  EDGE 

They're  rising  around  the  globe 

For  watchers  of  the  U.  S.  economy, 
one  of  the  biggest  surprises  of  1995 
was  the  sharp  turnaround  in  the  trade 
deficit.  Early  in  the  year,  the  omens 
were  anything  but  positive.  Japan, 
America's  second-largest  customer,  was 
mired  in  recession.  Mexico,  its  third- 
largest,  was  in  economic  collapse.  Yet 
U.  S.  merchandise  exports  rose  by  close 
to  15%  during  the  year,  and  the  deficit, 
aided  by  a  drop  in  imports,  has  been 
shrinking  steadily  since  July. 

The  big  question  is  whether  exports 
can  continue  to  provide  enough  fuel  to 
shore  up  a  sluggish  U.  S.  domestic  econ- 

AMERICA'S  TRADE  DEFICIT 
STARTS  TO  SHRINK 


I  '94   II       III       IV       I '95  II 
▲  BILLIONS  OF  DOLLARS,  MONTHLY  AVERAGE 
DATA:  COMMERCE  DEPT.  *BASED  ON  OCT.  AND  NOV.  LEVELS 

omy  in  the  months  ahead.  One  econo- 
mist who  thinks  the  answer  is  yes  is 
Joseph  P.  Quinlan  of  Dean  Witter 
Reynolds  Inc.,  who  points  out  that  U.  S. 
exports  are  extraordinarily  diversified 
in  terms  of  both  products  and  markets. 

Unlike  other  countries,  the  U.  S.  is  a 
major  exporter  not  only  of  capital  goods 
and  industrial  materials  but  also  of  agri- 
cultural products.  Indeed,  all  three  cat- 
egories posted  double-digit  increases 
last  year,  with  agricultural  products  up 
some  22%,  to  a  record  $50  billion-plus. 

Meanwhile,  the  U.  S.  has  been  suc- 
cessful in  diversifying  into  emerging 
markets  in  Asia,  Latin  America,  and 
elsewhere.  In  1990,  such  markets  ac- 
counted for  35%  of  U.  S.  merchandise 
exports,  compared  with  42%  going  to 
Europe  and  Japan.  But,  by  last  year, 
the  emerging-market  share  was  up  to 
42%,  vs.  34%  for  Europe  and  Japan. 

Just  as  important  is  the  rise  in  U.  S. 
competitiveness  stemming  from  years 
of  productivity  investments  and  restruc- 
turing. Indeed,  double-digit  increases  in 


U.  S.  exports  to  sluggish  European  and 
Japanese  economies  last  year  under- 
score the  enhanced  competitiveness  of 
U.  S.  products.  All  of  this  suggests  that 
U.  S.  exports  are  well  positioned  to  sus- 
tain the  expansion  this  year.  Despite 
the  stronger  dollar  and  weak  European 
economies,  says  Quinlan,  "even  modest 
growth  in  the  world  economy  should 
bolster  our  trade  performance." 


THE  FORBES 
EFFECT  ON  GOLD 

Its  fortunes  seemed  to  rise  with  his 

With  labor  costs  hardly  rising  and 
materials  prices  falling,  the  con- 
sensus among  the  experts  is  that  the 
runup  in  gold  prices  has  little  signifi- 
cance as  a  precursor  to  inflation.  So  why 
has  gold  surged  higher?  Aside  from  the 
usual  explanations,  such  as  a  shift  in 
forward  selling  by  gold  producers,  eco- 
nomist Sam  Nakagama  of  Nakagama  & 
Wallace  Inc.  sees  a  political  connection. 

Noting  that  gold  took  off  as  Steve 
Forbes  began  to  gain  ground  in  public 
opinion  polls,  Nakagama  think  it's  hard- 
ly a  coincidence  that  Forbes  is  a  long- 
time advocate  of  a  return  to  the  gold 
standard.  Since  Jack  Kemp  and  other 
supply  siders  share  this  view,  Nakagama 
thinks  Forbes's  prominence  has  turned 
some  gold  bugs  bullish  about  the  likeli- 
hood that  the  metal  will  receive  strong 
support  at  the  Republican  convention. 

Gold  prices  have  slipped  recently,  and 
so  has  Forbes's  popularity — giving  some 
credence  to  Nakagama's  thesis. 


A  PAUSE  THAT 
REFRESHES? 

Recession  fears  may  be  excessive 

According  to  the  experts,  a  spate  of 
dismal  economic  reports — from  sag- 
ging consumer  confidence  and  rising  job- 
less claims  to  weak  export  orders  and 
home  sales — suggests  that  the  econo- 
my will  come  perilously  close  to  posting 
negative  growth  in  the  first  quarter. 

Stephen  S.  Roach  of  Morgan  Stanley 
&  Co.  isn't  worried,  however.  "Every 
economic  expansion  in  the  entire  post- 
World  War  II  period,"  he  points  out, 
"has  been  interrupted  by  one  quarter 
of  outright  decline  in  gdp."  And  in 
each  expansion,  he  adds,  the  tempo- 
rary drop  in  economic  activity  was  fol- 
lowed by  a  quick  resumption  of  growth 


that  typically  lasted  for  several  yea 
In  the  spring  of  1986,  for  instan 
the  economy  contracted  by  0.3% — le 
ing  the  Feci  to  ease  aggressively  as 
flation  fell  in  the  wake  of  collapsing 
prices.  By  early  1987,  however,  gro 
had  spurted  back  to  4%  and  inflati 
was  climbing  rapidly — suggesting  t 
the  Fed  had  merely  added  fuel  to  a 
bound  that  was  already  under  way. 

As  Roach  sees  it,  the  economy  is  c 
rently  experiencing  a  similar  clas 
"midcycle  pause."  Indeed,  he  feels  t 
the  economy  is  in  a  better  position 
bounce  back  this  time,  with  the  con 
mer  debt  service  burden  no  higher  t 
in  1986,  productivity  growing  faster, 
the  dollar  and  real  long-term  inter 
rates  far  lower. 

If  Roach  is  right,  the  danger  is  if 
that  the  Fed  will  ease  too  little  in  J 
months  ahead,  but  that  it  will  ease  I 
much — laying  the  groundwork  foil 
sharp  pickup  in  growth  once  the  curri 
inventory  correction  is  completed — ;| 
an  abrupt  return  to  monetary  restra: 


IN  JAPAN,  SMALL 
IS  BEAUTIFUL 

And  large  companies  are  trailind 

Although  it  hasn't  made  headlinj 
much  of  Japan's  economic  rest™ 
turing  is  taking  place  among  smal 
companies  with  fewer  than  500  emp Iff 
ees,  reports  economist  Ronald  Be\ 
qua  of  Merrill  Lynch  &  Co. 

Government  policy  is  one  reas 
New  regulations  have  promoted  inv^ 
ment  by  investment  trusts  and 
sion  funds  in  small  over-the-cour 
companies.  And  steps  have  been  ta| 
to  encourage  the  growth  of  ventij 
capital  firms  and  new  businesses, 
ticularly  in  information  industries, 
to  foster  investment  abroad. 
As    a  result, 


many  small  compa- 
nies have  been 
moving  into  new 
business  areas  and 
starting  ventures 
overseas.  Smaller 
companies  also 
posted  year-over- 
year  advances  in 
both  employment 
and  capital  spend- 
ing at  home  last 
year — while  large 
Japanese  compa- 
nies continued  to 
lag  behind. 


WHO'S  HIRINI 
IN  JAPAN? 


EMPLOYMENT 
GROWTH  IN  1995 


A  PERCENT  CHANGE  DEC.  1 
TO  DEC.  1995 
•UNDER  500  EMPLOYEES 
DATA  JAPANESE  MINISTRY  OF 
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Design  and  engineering. 

For  Chrysler  engineers,  this  is  one  word. 

It  is  their  fierce  belief  that  neither  of  these  things 


can  exist  for  its  own  sake. 


Design  affects  engineering 


and  engineering,  design. 

It  is  the  simple  idea  that  one  plus  one  can, 

■ 

and  must, 
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Everything  you  know  about  multimedia  is 
about  to  change.  And  fast. 

Call  it  "virtual  reality"  if  you  like,  but 
before  long  you'll  actually  be  able  to  step  into 
magazines.  Images  and  words  will  surround 
you.  You'll  be  able  to  control,  even  touch,  what 
you  see. 

Sound  ridiculous?  Think  again.  At  NEC, 
we're  building  multimedia  computer  systems 
that  already  provide  the  foundations  for  this 


kind  of  technology.  We're  creating  microchips 
that  can  process  tremendous  amounts  of  video 
and  graphic  information.  We're  even  designing: 
global  satellite  communication  networks  that 
will  let  you  "walk"  anywhere  in  the  world. 

For  more  information,  call  1-800-338- 
9549.  You  can  also  reach  us  on  the  Internet  at ; 
http://www.nec.com.  Or,  in  the  future,  you  can  , 
just  walk  over. 

SEE,  HEAR  AND  FEEL  THE  DIFFERENCE! 
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IEHIND  THE  FED  SPEAK: 
10RE  RATE  CUTS 


US.  ECONOMY 


A  FED  S-EYE  VIEW 
OF  THE  WORLD 

THE  FEDERAL  RESERVE'S 
CENTRAL-TENDENCY  FORECAST 

4Q-T0-4Q  PERCENT  CHANGE 

1995  ACTUAL  1996  FORECAST 


1.5%*  2.00-2.25% 
2.6%  2.75-3.00% 


5.6%  5.50-5.75% 


On  Feb.  16,  Bill  Clinton  threw 
out  what  amounted  to  a  policy 
illenge  to  Federal  Reserve  Chairman  Alan  Greenspan 
,  his  Chief  of  Staff  Leon  E.  Panetta.  "The  Presi- 
lt  believes  there  is  some  room  for  additional  growth," 
aetta  told  reporters.  Coming  from  an  Administration 
it  has  gone  out  of  its  way  to  make  nice  with  the  Fed, 
>  remark  sounded  like  a  broadside, 
rhe  White  House  is  aware  that  the  economic  re- 
Is  of  late  have  been  less  than  sterling.  It  sounds  like 
nton,  angered  by  the  Republicans'  rejection  of  pro- 
)wth  Fed  candidate  Felix  Rohatyn,  is  setting  up 
eenspan  as  a  scapegoat,  just  in  case  the  economy 
•ns  sour  along  the  election  trail  (page  34). 

Indeed,  some  new  economic 
risks  have  emerged,  and  most 
can  be  laid  at  Washington's 
doorstep.  Policy,  both  fiscal 
and  monetary,  is  turning  out 
to  be  much  different  for  1996 
than  what  economists  had 
generally  assumed  at  the  end 
of  1995.  First,  a  budget-bal- 
ancing deal,  which  was 
expected  to  push  down  long- 
term  interest  rates,  is  no- 
iere  in  sight.  Instead,  stingy  continuing  resolutions, 
rich  force  some  10%  to  15%  of  the  government  to  op- 
ite  at  about  75%  of  last  year's  funding,  are  a  drag  on 
owth. 

Moreover,  past  Fed  tightening  may  be  squeezing 
5  economy  more  than  had  been  presumed — to  the 
hit  where  the  central  bank  has  acted  recently  as  if  it 
nks  it  is  behind  the  curve  on  assuring  that  the  econ- 
ly  will  not  slip  into  recession.  The  Fed  has  cut  inter- 
t  rates  faster,  and  seems  likely  to  cut  by  more,  than 
d  been  anticipated. 

IEENSPAN  ADDRESSED  the  economy's  prospects 
length  during  his  semiannual  testimony  before  Con- 
ess  on  Feb.  20-21.  He  admitted  that  several  depress- 
ts  were  currently  weighing  on  growth.  However, 
e  effects  of  weather  and  the  government  shutdown 
ire  "transitory,"  he  said,  while  the  more  significant 
ags  from  reduced  government  funding  and  an  adjust- 
2iit  of  business  inventories  were  "temporary." 
For  the  record,  the  Fed  says  the  most  probable  out- 
me  for  1996  economic  growth — using  the  new  chain- 
sighted  GDP— is  in  the  range  of  2%  to  2lA%,  with 
able  inflation  and  unemployment  (table).  With  first- 
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quarter  growth  widely  expected  to  be  weak,  the  fore- 
cast implies  growth  well  above  that  range  later  in  the 
year.  Greenspan  said  that  imbalances  that  typically 
precede  recessions  did  not  appear  to  be  present,  and 
that  financial  conditions  support  spending. 

Greenspan's  seemingly  upbeat  comments  sent  the  fi- 
nancial markets  falling  flatter  than  a  mobile  home  in  a 
tornado  on  Feb.  20.  The  Dow  Jones  industrial  average 
dropped  45  points,  the  fourth  daily  loss  in  a  row.  But 
bond  prices  took  the  bigger  hit,  as  the  yield  on  the  30- 
year  Treasury  bond  shot  up  to  6.40%,  from  6.24%.  The 
markets  believed  that  Greenspan  saw  little  reason  to 
cut  rates  further. 

THE  MARKETS'  INITIAL  INTERPRETATION,  howev 

er,  may  have  missed  the  fine  print  of  the  chairman's  re- 
marks. In  his  best  Fedspeak,  Greenspan  appeared  to 
hedge  on  the  side  of  rate  cuts.  In  the  context  of  future 
policy  decisions,  he  said  that  the  Fed  sometimes  feels 
the  need  to  take  out  some  "monetary  policy  insurance" 
when  the  risks  to  its  forecast  fall  one  way  or  another. 

Given  weak  data  and  the 
Fed's  own  low-inflation  fore-  NATURE  WALLOPS 
cast,  that  comment  sounds  like 
Greenspan  is  ready  to  err  on 
the  side  of  accommodation, 
and  that  chances  for  another 
rate  cut  at  the  Fed's  Mar.  26 
meeting  are  still  good.  It  is 
inconceivable  that  Greenspan 
would  risk  even  a  near-reces- 
sion to  achieve  any  further  re- 
duction in  inflation,  especially 
when  he  has  already  admitted  that  the  consumer  price 
index  overstates  inflation. 

Wall  Street  took  a  little  different  view  of  Greenspan's 
remarks  in  the  second  round  of  testimony  on  Feb.  21. 
Stocks  and  bonds  both  rallied,  partly  because  the  Fed 
chairman  himself  sounded  somewhat  more  open  to  the 
idea  of  further  rates  cuts  than  he  had  the  day  before. 

Greenspan  talked  a  lot  about  why  the  potential  costs 
of  cutting  rates  right  now  are  low.  The  main  reason: 
Structural  forces  related  to  rapid  technological  change 
and  corporate  restructuring  are  reducing  inflationary  ex- 
pectations. But  he  stopped  short  of  endorsing  the  notion 
that  the  economy's  maximum  noninflationary  growth 
rate  had  increased,  although  he  did  suggest  that  pro- 
ductivity, the  key  component  of  that  speed  limit,  was 
understated  by  the  data. 

For  now,  Greenspan  made  it  clear  that  he  has,  as 
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usual,  a  close  eye  on  the  data.  The  trouble  is,  the 
numbers,  which  have  been  tossed  about  by  govern- 
ment shutdowns,  strikes,  and  a  blizzard,  do  more  to 
obscure  the  outlook  than  clarify  it  (chart,  page  31).  Al- 
though there  were  no  blizzards  in  February,  there 
were  frigid  temperatures  and  flooding,  so  a  clear  read- 
ing may  not  be  possible  until  April,  when  March  data 
are  released. 

Even  so,  first-quarter  economic  growth  could  still 
end  up  near  zero,  giving  the  economy  bears  a  chance  to 
growl  a  little  louder  this  spring. 

DESPITE  THE  LOUSY  DATA  and  the  first  hints  of 
Fed-bashing  by  the  Administration,  the  numbers  still 
lack  the  dire  look  worthy  of  the  panic  button.  The  in- 
dustrial sector  is  genuinely  weak,  led  by  carmakers'  ef- 
forts to  cut  inventories.  But  it's  not  as  wobbly  as  the 
0.6%  drop  in  January  industrial  production  suggests.  A 
6.7%  plunge  in  output  of  cars  and  trucks  accounted 
for"  half  of  the  overall  decline,  while  the  blizzard  very 
likely  stole  the  rest — and  probably  more. 

To  be  sure,  auto  makers  will  be  a  big  drag  on  the 
economy  throughout  the  first  quarter.  That's  because, 
even  with  the  steep  January  production  cuts,  dealers' 
stocks  still  swelled  to  an  88-day  supply  at  the  end  of 
the  month,  up  from  an  already  burdensome  72  days  in 
December  (chart).  About  60  days  is  normal. 

Elsewhere,  manufacturing  shows  some  buoyancy. 


ITALY 


BUMPER-TO-BUMPER 
IN  DEALERS'  LOTS 


Factory  orders  rose  a  strong  1.3%  in  December,  led  \r 
a  jump  in  aircraft  orders.  But  even  excluding  the  vol- 
tile  transportation  sector,  bookings  in  the  fourth  quas 
ter  grew  faster  than  they  did  in  the  third. 

In  addition,  foreign  trade  is  a  plus  for  the  econon 
Despite  slower  export  growth,  imports  have  slow< 
more,  and  the  U.  S. -Japanese  trade  balance  dropp< 
again  in  January.  Construction  spending,  which 
likely  to  get  creamed  in  January,  rose  strongly 
December.  And  the  index  of  leading  indicators  in 
cember  posted  the  first  increase  since  August. 

When  the  economy's  cur- 
rent period  of  weakness  pass- 
es, there  is  little  to  prevent  it 
from  resuming  at  least  a 
moderate  pace  of  growth.  But 
with  fiscal  policy  tighter  than 
expected,  and  possibly  on 
hold  until  after  the  Novem- 
ber elections,  the  Fed  seems 
likely  to  take  out  some  more 
"insurance,"  in  the  form  of 
lower  rates. 

That's  why  the  White  House  should  probably  \ 
easy  on  the  Fed  criticism,  veiled  or  otherwise.  It  stan 
to  lose  a  cordial  relationship  with  the  central  bank 
order  to  get  something  it  very  likely  would  have  i 
ceived  in  the  first  place. 
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POLITICS  STEAL  THE  SPOTLIGHT 


Italy's  failure  to  form  its  55th 
postwar  government  has  divert- 
ed the  financial  markets'  focus 
away  from  economic  fundamentals 
and  toward  the  revolving  door 
that  is  Italian  politics. 

Too  bad,  because 
Italy  has  made  some 
progress  in  taming  in- 
flation, pumping  up  ex- 
ports, and  trimming  its 
public  deficit.  Using  a 
new  basket  of  items, 
the  consumer  price  in- 
dex rose  a  less-than- 
expected  5.5%  in  the 
year  ended  in  January, 
and  inflation  is  expect- 
ed to  end  1996  at  4.4%.  Thanks  to 
the  past  weakness  in  the  lira  and 
better  growth  in  Europe,  exports 
have  exploded,  surging  25%  in  the 
first  two  months  of  the  fourth 
quarter  vs.  the  year  before. 


ITALIAN  OUTPUT  IS 
ON  A  STEADY  CLIMB 
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As  a  result,  manufacturing  is 
doing  better.  Factory  orders  rose 
10.6%  in  the  year  ended  in  No- 
vember, with  domestic  and  foreign 
demand  increasing.  Sales  were  up 
14.6%.  Industrial  output  trended 
higher  throughout 
1995  (chart).  In  De- 
cember, output  in- 
creased 3.3%  when 
adjusted  for  days 
worked.  Export 
growth  is  one  reason 
why  private  econo- 
mists expected  real 
gross  domestic  prod- 
uct to  rise  a  modest 
2.5%  this  year. 
Now,  the  outlook  harbors  more 
risk.  The  lira  should  have  contin- 
ued to  rise,  helped  by  a  commit- 
ment in  Rome  to  cut  the  deficit  to 
meet  the  criteria  of  the  Maas- 
tricht Treaty.  The  lira  hit  year 


highs  of  1,061.6  to  the  German 
mark  and  1,577  to  the  dollar  wher 
Antonio  Maccanico  was  named 
Prime  Minister  on  Feb.  1.  Since 
Parliament  was  dissolved,  the  lira 
has  weakened  to  about  1,094  to 
the  mark  and  1,583  to  the  dollar.  |  .j 
The  stock  market  has  also 
dropped  on  fears  that  Italy  will 
not  meet  its  goal  of  a  budget  defi- 
cit equal  to  5.8%  of  GDP  in  1996, 
from  7.3%  in  1995. 

Moreover,  the  Bank  of  Italy  ha^ 
made  it  clear  that  interest  rates  1 
will  not  fall  until  an  acceptable 
budget  is  passed.  High  rates, 
along  with  a  12.1%  jobless  rate, 
will  continue  to  hamper  consumer 
spending,  projected  to  edge  up 
just  1.7%  in  1996.  Now,  though, 
any  help  for  Italy's  economy  as 
well  as  progress  on  the  budget 
will  be  on  hold  until  the  political 
chaos  settles  down,  yet  again. 
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Hit  the  mouse  and  get  500  free  miles. 


itroducing  United  Connection: 
the  power  to  purchase 
your  own  travel  with  ease. 

alts  the  newest,  easiest  way  to  make  all 
your  travel  plans,  any  time  yon  choose. 
\\  hen  \on  load  I  niled  ( Connection 
software  onto  your  Microsoft®  Windows -I >ased  PC. 
you  can  reserve  flights  on  over  500  airlines  world- 
wide. Book  rooms  at  over  30,000  hotels. 
Rent  cars  from  over  50  companies. 
And  rest  assured  that  low  travel  rates 
are  just  a  click  of  a  mouse  away.  You  11  earn 
500  Mileage  Plus"'  bonus  miles  every  time  you  use 
United  Connection  to  buy  and  complete 
round-trip  travel  on  United  from  now 
through  1996.  Get  United  Connection 
by  calling  1-800-348-7688  today.  And  make  the 
mouse  in  your  house  roar. 
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Order  United  Connection  and  start  getting  free  miles. 

Call  1-800 -348-7688 


News:  Analysis  &  Commentary 


THE  ECONOMY 


ARE  YOU  BETTER 
OFF  NOW... 

The  White  House  fears  voters  may  not  think  so 
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1992],  but  he  hasn't  given  us  anythif.. 
Take  note,  Clintonites:  Moffett  vce 
for  Patrick  J.  Buchanan  in  New  Ha 
shire's  Feb.  20  Republican  primary,  h 
populist  commentator  tapped  int 
deep  vein  of  economic  insecurity  m 
resentment  of  foreigners  to  win  an  j 
set  victory  over  Senator  Bob  DoleF 
Kan.).  Buchanan's  surge,  and  Dole's*; 
lated  recognition  of  voters'  econon 
fears,  ensures  a  rough  debate  in  he- 
gop  over  the  growing  wage  gap — arp  a 
strong  appeal  to  disaffected  midie- 
class  voters. 

Democrats  will  try  to  take  the  Igk 
ground.  "Protec- 


Four  years  of  steady  economic 
growth.  Four  years  of  low  infla- 
tion. Eight  million  new  jobs.  All 
great  news  for  a  President  run- 
ning for  reelection.  So  why  is  Bill  Clin- 
ton suddenly  challenging  the  Federal 
Reserve  "to  see  whether  or  not  this 
economy  can  grow  a  little  faster"?  The 
frustration  the  President  let  slip  at  a 
New  York  fund-raiser  on  Feb.  15  re- 
flects Democrats'  growing  fears:  The 
economy  may  be  sound,  but  it's  not 
strong  enough  to  assure  a  renewed 
lease  on  the  White  House. 
The  question  is  far 


from  academic.  Important  as  politick- 
ing is,  it's  a  strong  economy  that  tends 
to  carry  a  sitting  President  to  reelec- 
tion. Most  forecasters  predict  the  cur- 
rent economy  will  shake  off  recent 
blahs  and  stay  healthy  through  Elec- 
tion Day.  The  danger  for  the  Dems  is 
that  many  voters  don't  give  Clinton 
credit  for  the  economy's  gains — and 
they  don't  feel  enough  progress  to  over- 
come anxiety  caused  by  widespread  lay- 
offs and  wage  stagnation.  "I  was  do- 
ing very  well  with  my  wages — then  I 
got  laid  off,"  says  Joe  Moffett,  an  un- 
employed carpenter  in  Rochester,  N.  H. 
"Everybody  moved  toward  Clinton  [in 
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)nism  and  nativism  will  take  us  back- 
ards,"  says  Labor  Secretary  Robert  B. 
eich.  Clintonites  will  stump  for  even 
ster  growth,  urging  Fed  Chairman 
Ian  Greenspan,  who  is  likely  to  be  re- 
ipointed,  to  cut  interest  rates.  And 
eyil  trumpet  policies  that  address  vet- 
s' anxieties  by  bolstering  workers'  skills 
id  training  and  by  pushing  Corporate 
merica  to  shrink  the 
age  gap.  "That's  what 
e  1996  election  is  all 
tout — whether  wages 
ill  grow  or  stagnate,"  Vice-President 
I  Gore  told  the  afl-cio  Executive  Com- 
ittee  on  Feb.  19  during  its  annual 
eeting  in  Bal  Harbour,  Fla. 
40RT  LIST.  On  the  face  of  it,  Clinton 
is  some  advantages.  He's  the  first 
resident  since  Lyndon  B.  Johnson  in 
164  to  run  without  a  recession  on  his 
cord.  Most  economists — from  Green- 
lan  to  the  52  forecasters  polled  for  the 
lue  Chip  Economic  Consensus — see 
eady,  if  unspectacular,  growth  of  2%  to 
3%  for  the  year,  measured  by  the  new 
lain- weighted  method.  Exports  have 
sen  a  full  25%  in  the  past  three  years, 
he  "misery  index,"  summing  the  5.8% 
lemploy-  „ 
ent  rate 
id  the 
6%  inflation 
tte,  is  at  a  30 
>ar  low.  "The 
:onomy  is  going  to 
ok  really  good  come 
ovember,"  says  Allen  L. 
inai,  chief  economist 
ehman  Brothers  Inc. 
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Those  numbers,  though,  may  not 
translate  into  votes.  Worried  Clin- 
tonites need  look  no  further  than 
George  Bush,  who  lost  to  Clinton  de- 
spite 3.1%  growth  in  inflation-adjusted 
aftertax  income  in  1992.  That's  higher 
than  the  2.2%  gain  that  DRi/McGraw- 
Hill  predicts  for  this  year. 

Plugging  1996's  anticipated  growth 
and  inflation  rates  into 
his  election-forecasting 
model,  Yale  University 
economist  Ray  C.  Fair 
concludes  that  Clinton  is  likely  to  come 
up  short,  with  49%  of  the  popular  vote  in 
a  two-way  race.  The  President's  prob- 
lem: The  steady  plodding  of  the  past 
four  years — roughly  2.4%  a  year — doesn't 
grab  voters'  attention  as  well  as  would 
quarters  with  gains  of  4%  or  more. 

Clinton  aides  scoff  at  such  economic 
determinism — but  they  can't  ignore  the 
warning  signs.  So  they're  polishing  the 
statistics  of  what  Deputy  Treasury  Sec- 
retary Lawrence  H.  Summers  calls  "the 
first  investment-led,  low-inflation  recov- 
ery since  John  F.  Kennedy  was  Presi- 
dent." And  to  placate  nervous  financial 
markets,  the  White  House  now  favors 
two  moderate  economists  for  open  Fed 
seats:  White  House  budget  director  Al- 
ice M.  Rivlin  for  Fed  vice-chair, 
and  St.  Louis  economic  consul- 
tant Laurence  H.  Meyer  for  the 
Fed's  board  of  governors. 

So  far,  Clinton  has  only  a 
short  list  of  proposals  for 


earned-income  tax  credit  for  the  work- 
ing poor,  and  improving  education  and 
job  training.  The  President  also  is  plan- 
ning a  White  House  meeting  with  ceos 
to  discuss  the  wage  gap  and  what  cor- 
porations can  do  about  it. 

But  that's  not  enough  for  other 
Democrats.  They're  seizing  on  the 
theme  of  "corporate  citizenship"  to  ap- 
peal to  workers  caught  in  the  mael- 
strom of  downsizing.  That  includes  mid- 
dle managers  who  normally  vote 
Republican.  But  the  big  electoral  prize 
is  white  men  who  never  went  to  col- 
lege. Clinton  interrupted  a  20-year  shift 
to  the  gop  when  he  won  57%  of  that 
bloc  in  1992.  But  Democratic  support 
among  such  men  fell  to  37%  in  1994, 
largely  because  they  didn't  believe  the 
good-news  picture  of  the  economy  that 
Democrats  painted. 

DIVIDED  HOUSE.  Democrats  think  they 
can  reach  such  voters  with  proposals 
to  encourage  companies  to  reward 
"stakeholders" — employees  and  commu- 
nities— as  well  as  shareholders.  Sena- 
tor Edward  M.  Kennedy  (D-Mass.),  with 
backing  from  Labor  Secretary  Reich, 
in  February  proposed  tax  breaks  for 
companies  that  keep  jobs  in  the  U.  S. 

and  provide  health 
care,  training,  and 
pensions  for  work- 
ers. Senator  Jeff 
Bingaman  (D-N.  M.) 
proposes  to  grant 
tax  breaks  and 
regulatory  re- 
1  lief  to  compa- 
B  nies  that  limit 
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the  pay  disparity  between  top  execu- 
tives and  their  lowest-paid  employees. 

Organized  labor  is  pushing  the  wage 
issue  hard.  At  Bal  Harbour,  the  vfl- 
cio  unveiled  a  new  campaign — "Ameri- 
ca Needs  a  Raise" — as  the  cornerstone 
of  labor's  organizing  and  political  ef- 
forts. Starting  on  Mar.  15,  labor  plans  to 
conduct  about  30  "town  hall"  meetings 
across  the  country,  to  discuss  income 


inequality.  Still,  White  House  aides  say 
Clinton  isn't  likely  to  lead  the  charge. 
Treasury  Secretary  Robert  E.  Rubin 
and  other  top  economic  advisers  dis- 
miss the  Kennedy-Reich  plan  as  im- 
practical and  too  likely  to  arouse  corpo- 
rate opposition  to  Clinton's  reelection. 

Inside  the  White  House,  aides  are 
divided.  They  want  Clinton  to  spotlight 
his  economic  achievements.  But  by  de- 


scribing the  economy  in  glowing  tens, 
the  President  risks  seeming  to  ignie 
the  economic  pain  of  middle-class  Amjf- 
ica.  And  if  he  doesn't  see  the  danjr 
in  that,  he  should  pick  up  the  phcle 
and  call  George  Bush  for  a  reminder1 


By  Mike  McNamee  in  Wash  in gU 


and  Susan  B.  Garland  in  Bal  HM 
hour,  Fla.,  with  Richard  S.  DunheK 
in  Rochester, 


THE  CANDIDATES 

NOR  EASTER  IN 
NEW  HAMPSHIRE 

Buchanan's  ascent  stuns  the 
GOP-and  business 

It  was  five  days  before  the  New 
Hampshire  primary,  and  William  B. 
Lacy,  deputy  chairman  of  Bob  Dole's 
Presidential  campaign,  was  upbeat.  Af- 
ter a  solid,  albeit  unspectacular,  Dole 
performance  in  the  state's  candidate 
debate.  Lacy  saw  delegates — lots  of 
delegates — in  the  senator's  future.  "If 
we  win  here,"  he  said,  "Dole  becomes  a 
charging  rhino." 

In  retrospect,  "hobbled  hippo"  would 
have  been  more  apt.  Dole's  defeat  at 
the  hands  of  populist  Pat  Buchanan 
has  dealt  a  severe  blow  to  the  Kansas 
senator's  Presidential  hopes.  Buchanan 
won  27%  of  the  New  Hampshire  vote, 
vs.  26%  for  Dole  and  23%  for  former 
Tennessee  Governor  Lamar  Alexander. 

For  Corporate  America,  which  over- 
whelmingly backs  Dole, 
Buchanan's  ascent— and 
his  penchant  for  jabbing 
rhetorical  pitchforks  into  the  hides  of 
"corporate  fat  cats" — is  troubling.  It 
raises  the  specter  of  a  gop  civil  war 
that  pits  mainstream  conservatives  and 
social  moderates  against  economic  pop- 
ulists and  religious  fundamentalists. 
And  in  Buchanan,  executives  see  a  can- 
didate unbeholden  to  them  and  unin- 
terested in  their  priorities. 
BACKLASH.  To  further  heighten  busi- 
ness fears,  execs  are  only  now  focusing 
on  Buchanan's  platform.  And  they  are 
finding  precious  little  to  like.  The  fiery 
commentator  holds  "transnational  cor- 
porations with  no  allegiances"  respon- 
sible for  layoffs  and  stagnant  wages. 
Philip  W.  Hummer,  chairman  of  Chica- 
go broker  Wayne  Hummer  &  Co.,  says 
Buchanan  will  be  dismissed  by  Wall 
Street.  "I  don't  think  the  investing 
world  is  factoring  him  in,"  he  says. 
Maybe  not.  But  while  Wall  Street 
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turns  up  its  nose  at  Buchanan,  his 
ideas  are  taking  hold  on  Main  Street. 
Business  leaders  don't  consider 
Buchanan  a  threat  to  win  the  nomina- 
tion. But  they  concede 
that  he's  shaping  the  dy- 
namics of  the  race  by  en- 
suring that  another  Dole  misstep  could 
be  fatal. 

gop  leaders  are  also  less  than  certain 
of  Dole,  particularly  after  his  sleepwalk 
through  New  Hampshire.  He  may  win 
the  nomination,  says  a  top  strategist. 
"But  there  is  no  passion 
for  Dole."  Indeed,  gop 
leaders  fret  that  a 
Buchanan  backlash 


ODDS  ON  THE  CANDIDATES 


lican  Revolution.  House 
Speaker  Newt  Gingrich 
(R-Ga.)  is  among  the 
worriers.  "Newt  has  let 
it  be  known  that  the 
GOP's  congressional  gains 
could  be  in  jeopardy  if 
Pat  is  the  nominee," 
says  one  conservative 
strategist. 

If  anti-Establishment 


FEB.  21 

FEB.  13 

1:4 

BILL  CLINTON 

1:3 

6:1 

LAMAR  ALEXANDER 

10:1 
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4:1 

10:1 

PAT  BUCHANAN 

16:1 

25:1 

STEVE  FORBES 

6:1 

1:4 

DEMOCRATS 

5:2 

REPUBLICANS 

DATA  LADBROKES 

fervor  continues  to  drive  the  GOP  pi 
maries,  though,  Buchanan  won't  be  tl 
only  threat  to  the  erstwhile  frontrul 
ner.  From  the  center-left,  Dole  facesl 
determined  assault  by  Alexander,  wl 
appeals  to  moderates,  independent, 
and  younger  Republicans.  Alexand* 
has  lost  no  time  portraying  himself  t 
gaining  momentum  after  his  strow 
third-place  showing.  And  his  campaijjS 
claims  he  raised  $1.5  million  this  yea^ 
Alexander  Finance  Chairman  T$ 
Welch  will  go  all  out  to  shake  the  col 
porate  money  tree  ov| 
the  next  few  week; 
But  Alexander  doesrjt 
have   much  time  fr 


Carolina's  Mar.  2  prt 
mary  is  looming  as  , 
make-or-break  contei 
in  the  gop's  slugfest.  ' 
have    to    win  somfo 
where,"  Alexander  co: 
cedes.  But  gop  pnl 
doubt  that  the  Teil 
nessean  has  enough  le 
for  the  costly  contest 
in  the  offing. 
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I Buchanan,  meanwhile,  is  aiming  for 
ctory  in  Arizona,  which  would  build 
>  steam  for  a  push  into  South  Caroli- 
i.  Says  GOP  strategist  Mark  Goodin: 
''he  state  has  been  whipsawed  by 
ant  closings  and  textile  imports, 
achanan  will  play  well  here."  Who- 
rer  Buchanan  dispatches  in  South 
irolina  could  be  out  of  contention.  He 
en  hopes  to  wound  the  surviving  cen- 
ist  on  Mar.  12  in  the  Super  Tuesday 
und  of  Southern  primaries. 
As  Buchanan's  guerrilla  war  rages, 
lough,  his  new  stature  will  focus  crit- 
al  scrutiny  on  his  economic  program, 
strange  brew  of  conservative  supply- 
tie  notions  and  liberal  calls  for  eco- 
)mic  democracy.  Buchananomics  starts 
ith  an  endorsement  of  a  balanced 
jdget  and  a  flat  income  tax.  But 
uchanan's  17%  flat  rate  retains  de- 
actions  for  home-mortgage  interest 
id  charitable  contributions,  making  it 
luch  more  expensive  than  a  less  gen- 
•ous  House  Republican  plan  that  some 
:onomists  consider  a  $140  billion  rev- 
lue-loser.  Adding  to  the  cost,  he  ex- 
mpts  small  business  from  taxation. 
IVIL  WAR.  Buchanan  wants  to  withdraw 
le  U.  S.  from  the  World  Trade  Organi- 
ition  and  ditch  both  nafta  and  the 
eneral  Agreement  on  Tariffs  &  Trade, 
hen  he  would  sock  Asian  imports  with 
rotective  tariffs  ranging  from  10%  to 
0%.  "We'd  be  heaping  taxes  and  more 
« ixes  upon  consumption,"  says  William 
1 1.  Gale,  a  Brookings  Institution  econo- 
J  list.  Buchanan's  trade  ideas  are  "very 
isturbing,"  adds  William  Niskanen,  a 
)rmer  Reagan  economist  who  heads  the 
prj  !ato  Institute. 

So  what's  a  worried  Establishment 
trim)  a  do  about  the  Buchanan  surge?  Most 
kely,  rally  to  Dole  and  press  Alexan- 
er  for  a  gentlemanly  fade-out  if  he 
ontinues  his  third-place  showings.  "Ei- 
her  Dole  or  Alexander  has  to  get  out 
£  f  the  race  soon  or  Buchanan's  one- 
hird  base  will  win  out  over  two  candi- 
lates  who  are  splitting  the  remaining 
wo-thirds,"  says  Republican  consultant 
liomas  Edmonds.  "Lamar  is  the  most 
ikely  to  bow  out,  perhaps  with  a  deal 
or  the  Vice-Presidency.  Otherwise, 
'ou'U  start  hearing  the  words  'Jack 
temp'  and  'brokered  convention.' " 

Civil  war?  A  backroom  deal  for  the 
/ice-Presidency?  Brokered  convention? 
}an  this  be  the  same  GOP  that  thun- 
lered  to  majority  status  in  the  1994 
ilection?  Unfortunately  for  Republi- 
ians,  the  answer  is  yes.  "It's  a  real 
rammer,"  says  Edmonds.  Nearly 
everybody  in  the  party  but  a  mania- 
:ally  grinning  Pat  Buchanan  would 
igree. 

By  Lee  Walczak  in  Washington  and 
Richard  S.  Dunham  in  Nashua,  N.H., 
mth  Howard  Gleckman  in  Washington 
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By  Keith  H.  Hammonds 

AMERICA'S  HATE  AFFAIR  WITH 
BIG  BUSINESS:  WHAT  CAN  BE  DONE 


What's  going  on  here?  Did  some- 
one paint  a  big  bull's-eye  on 
Corporate  America  and  invite 
Republicans  to  take  target  practice? 
There  was  right-wing  demagogue  Pat 
Buchanan,  inciting  the  New  Hamp- 
shire masses  by  pillorying  "these 
cold-blooded  characters  with  the 
green  eyeshades."  It  was  a  good  line, 
too  good  for  Bob  Dole  to  resist:  The 
erstwhile  champion  of  free  enterprise 
suddenly  condemned  the  evils  of  cor- 
porate profits  and  layoffs.  Within 
days,  Newsweek's  cover  brought  us 
mug  shots  of  "Corporate  Killers." 

Populism  took  on  Big 
Business  in  New  Hamp- 
shire— and  won  handily. 
Buchanan's  first-place 
finish  was  no  over- 
whelming mandate 
against  the  free-market 
system,  but  it  did 
demonstrate  that  the 
nation's  growing  distrust 
of  business  resonates. 
Workers  feel  little  secu- 
rity. They  resent  slug- 
gish wage  growth.  They 
fear  for  their  kids'  futures. 

Are  they  justified?  Sure,  at&t  is 
cutting  40,000  jobs — perhaps  the 
most  politicized  restructuring  ever. 
But  the  expanding  economy  keeps 
creating  new  employment,  month  af- 
ter month,  for  a  total  of  8  million 
jobs  in  three  years.  The  unemploy- 
ment rate  has  fallen  to  5.6%,  half  the 
level  of  Europe.  Inflation  is  less  than 
3%,  and  the  "misery  index"  popular- 
ized by  Ronald  Reagan  is  lower  than 
when  he  was  President. 
DEMONIZATION.  More  than  that,  the 
U.  S.  economy  has  fared  well  in  an 
extraordinaiy  time  of  transition.  The 
technology  revolution  and  globaliza- 
tion of  markets  have,  in  a  decade, 
rewritten  the  rules  by  which  busi- 
ness operates.  Yet  American  business 
continues  to  innovate  and  improve 
productivity.  Exports  are  booming. 
Silicon  Valley  has  not  picked  up  and 
moved  to  Japan.  Real  wages  are  re- 
bounding, and  the  U.  S.  standard  of 
living  continues  to  rise. 

Still,  the  demonization  of  Big  Busi- 
ness persists.  In  part,  it's  a  misun- 
derstanding of  business'  role.  Compa- 
nies don't  exist  to  create 


employment;  rather,  jobs  follow  an 
effective  strategy  for  making  money. 
"The  function  which  we  should  ex- 
pect from  the  private  sector,  to  cre- 
ate the  goods  and  services  we  need 
and  want,  is  a  function  that  it  is  in- 
deed fulfilling,"  says  John  M.  Hood, 
president  of  the  John  Locke  Founda- 
tion, a  free-market  think  tank. 

Layoffs  appear  especially  arbitrary 
and  cruel  when  employers  fail  to  ex- 
plain the  strategy  behind  them.  Even 
the  most  cogent  corporate  rational- 
izations, though,  will  lack  relevance 
for  the  New  Hampshire  workers  se- 
duced by  Buchanan's 
protectionist  promises. 
Their  pay  continues  to 
decline,  falling  further 
behind  that  of  better- 
educated  employees  in 
high-wage  occupations. 
The  result:  "banana  re- 
public politics"  that  in- 
creasingly divide  poor 
from  rich,  says  Marc 
Tucker  of  the  National 
Center  on  Education  & 
the  Economy. 
Protectionism  will  only  make 
things  worse;  surely  we  can't  bring 
back  jobs  in  textiles  and  shoes. 
Rather,  low-skill  workers  have  to  re- 
tool themselves  for  a  high-skill  econ- 
omy— and  business  should  help.  Ray- 
chem  Corp.,  for  one,  offers 
employees  job  training  even  if  the 
new  skills  lead  to  jobs  in  other  com- 
panies or  industries.  In  short,  if  com- 
panies can't  guarantee  employment, 
they  ought  to  guarantee  employabili- 
ty  by  providing  training. 

Here's  one  more  suggestion,  per- 
haps the  most  important:  Share  the 
sacrifice.  Reduce  pay  of  top  execu- 
tives and  directors  at  companies  that 
ax  workers.  And  why  not  fire  the 
CEOs  whose  strategic  backfires  lead 
to  layoffs,  as  was  the  case  at  at&t? 
Business  needs  the  freedom  to  re- 
structure and  become  more  efficient. 
But  it  also  must  have  the  gumption 
to  take  on  its  share  of  the  risk  and 
help  workers  through  the  transition. 
Otherwise  the  New  Hampshire  back- 
lash can  only  get  worse. 

Hammonds  tracks  social  issues 

for  BUSINESS  WEEK. 
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STRATEGIES 


GM'S  MAN 

IN  MERGING  TRAFFIC 

Roy  Roberts  has  a  tall  order:  Fuse  GMC  and  Pontiac 


with 


Roy  S.  Roberts  is  used  to  plunging 
into  tough  situations  at  General 
Motors  Corp.  In  1987,  he  became 
cm's  second-ever  black  vice-president 
and  proceeded  to  sweep  out  40,000  jobs. 
He  later  stunned  insiders  by  leaving  gm 
for  Navistar  International  Corp. — then 
making  an  unlikely  return  that  revived 
his  career. 

Now,  Roberts,  56,  is  charged 
steering  the  tricky  merger  of 
the  Pontiac  and  gmc  divisions. 
That  consolidation,  announced 
on  Feb.  20,  is  a  key  step  in  gm's 
drive  to  streamline  its  8,500- 
strong  dealer  network.  And 
Roberts,  who  has  headed  gmc 
since  1992,  is  one  of  the  lead 
executives.  "We've  done  a  lot  of 
planning,  but  now  it  gets  down 
to  execution,"  says  marketing 
chief  Ronald  L.  Zairella. 

In  merging  the  two  divi- 
sions, Roberts  likely  will  have 
to  cut  overlapping  jobs  in  mar- 
keting and  sales,  as  well  as 
eliminate  scores  of  stand-alone 
Pontiac  and  gmc  dealerships. 
But  the  onetime  factory  work- 
er, whose  candor  and  charisma 
stand  out  at  gm,  thinks  he  can 
convince  even  those  hurt  in  the 
process  that  gm  can  only  pros- 
per if  it  can  radically  change.  "I 
never  minimize  the  people  side 
of  the   business,"  he  says. 


Frank  Ursomarso,  a  Pontiac-GMC  dealer 
in  Union  Park,  Del.,  who  co-chaired  a 
GM  committee  studying  dealer  issues, 
says  "a  logical  extension"  of  gm's 
streamlining  strategy  would  be  to  add 
Buick  to  gmc  and  Pontiac.  Zairella  de- 
nies any  such  plans  in  the  "near  term." 

Roberts  acknowledges  that  he's  "feel- 
ing the  heat"  of  his  new  position.  But 
his  ebullient  personality  should  serve 


sity,  where  he  earned  a  degree  in  busi 
ness  administration.  "Roy  and  I  grel 
up  in  an  era  where  there  was  no  substl 
tute  for  a  great  work  ethic,"  says  Detrol 
Mayor  Dennis  W.  Archer,  a  friend  ar| 
college  classmate  of  Roberts'. 
SHOCKERS.  Roberts  joined  gm  in  1977  J 
a  trainee  in  its  diesel-equipment  divj 
sion  and  quickly  went  on  to  manaa 
several  factories.  He  was  plucked  fro| 
relative  obscurity  to  become  vice-presj 
dent  for  personnel  in  1987.  The  mo\l 
shocked  GMers — though  no  more  thai 
Roberts'  decision  a  year  later  to  leave  i 
head  the  truck  unit  at  Navistar,  wheal 
he  felt  he  had  a  chance  to  become  ceI 
But  production  problems  dogged  hit' 
there.  He  welcomed  the  chance  to  ri 
turn  to  gm  in  1990,  to  a  lesser  post  J 
Cadillac  manufactming  chief.  Under  hinf 


ROBERTS'  RULES  li  I  never  minimize  the 
people  side  of  the  business.  That's  one  thing  I 
Z^nt  I  ulw  mem!  learned  as  an  hourly  worker. . .  11  -  roy  Roberts 


an 

ber,  and  an  employee  coming 
up  through  the  ranks." 
EBULLIENT.  One  factor  in  Roberts'  fa- 
vor: Merging  the  two  units  makes  good 
business  sense,  gmc's  pickups  and  sport- 
utility  vehicles  complement  Pontiac's 
sporty  car  lineup.  And  nearly  60%  of 
Pontiac  franchises  are  already  sharing 
space  with  GMC  dealerships.  Combining 
the  two  should  let  gm  cut  some  600 
sales  and  marketing  jobs,  says  Lehman 
Brothers  Inc.  analyst  Joseph  S.  Phillip- 
pi.  Adds  Roberts:  "If  we  can  get  some 
of  the  clutter  out  of  the  system  . . .  the 
dealer  can  spend  his  or  her  time  taking 
care  of  the  customer." 

Roberts'  new  empire  sold  1  million 
vehicles  last  year — and  could  expand. 


him  well.  "I  always  said  Roy  should  be 
a  gospel  minister,"  says  John  Peterson,  a 
gmc  dealer  in  Bloomington,  Minn.  "He 
would  have  kept  the  churches  full  all 
the  time." 

Roberts  has  kept  his  own  spirits  high 
through  some  tough  times.  Born  in  Mag- 
nolia, Ark.,  he  was  one  of  10  children. 
His  mother  died  when  he  was  2  years 
old.  His  father  moved  the  clan  to  Michi- 
gan, where  Roberts  began  working  on 
the  assembly  line  at  an  aerospace  plant 
after  graduating  from  high  school.  In  17 
years,  he  rose  from  factory  worker  (and 
union  steward)  to  plant-management  po- 
sitions. In  the  evenings,  he  commuted 
120  miles  to  Western  Michigan  Univer- 


gmc  has  had  three  straight  record  year, 
selling  462,000  trucks  in  1995. 

Roberts  has  also  distinguished  himsc* 
as  Motown's  most  visible  black  aul 
exec.  Yet  he  knows  he's  still  watchd 
closely.  When  the  exclusive  Bloomfiel 
Hills  Country  Club  rejected  him  f<» 
membership  in  1994,  many  Detroitei 
were  outraged  at  what  they  perceivd 
as  a  racial  slur,  gm  Chief  Executive  Joli 
F.  Smith  Jr.  and  J.  Michael  Losh,  chif 
financial  officer,  quit  in  protest,  thouj 
other  gm  execs  stayed.  Roberts  nev 
publicly  criticized  the  club.  Maybe 
figured  his  success  speaks  for  itself. 

By  Bill  Vlasic  and  Kathleen  Ke 
in  Warren,  Mich. 
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Move  over,  Netscape.  Step  aside, 
Pixar.  IBM  is  suddenly  looking  like 
the  hottest  tech  stock  in  town, 
ince  Jan.  15,  the  computer  giant's  share 
rice  has  skyrocketed  42%,  to  around 
119.  And  that  could  be  just  the  start. 
'Ome  on  Wall  Street  are  betting  IBM's 
hares  will  hit  $140  before  yearend. 
Why  the  Big  Blue  runup?  IBM  is  sud- 
enly  facing  some  of  its  best  growth 
rospects  in  years.  In  January,  the  com- 
uter  maker  reported  that  its  fourth- 
barter  earnings  shot  up  39%,  to  $1.7 
illion,  on  a  revenue  rise  of  10%,  to 
21.9  billion.  For  all  of  1995,  earnings 
amped  38%,  to  $4.2  billion,  while  reve- 
ues  zipped  up  12%,  to  $71.9  billion. 
That's  revenue  growth  this  company 
asn't  seen  in  10  years,"  crows  Chief 
'inancial  Officer  G.  Richard  Thoman. 

Behind  the  euphoria  is  investor  confi- 
lence  that  IBM  Chairman  Louis  V. 
ierstner  Jr.  is  finally  weaning  the  com- 
iany  from  a  too-heavy  reliance  on  slow- 
'earsj  ;rowth  products.  IBM  figures  that  57%  of 
ts  revenue  last  year  came  from  such 
nisei  dgh-growth  segments  as  personal  com- 
auti  tuters,  software,  and  services — and  that 
che(  hose  businesses  expanded  at  a  19% 


IT'S  HOT!  IT'S  SEXY! 
IT'S ...  BIG  BLUE? 

IBM  is  acting  like  a  high-growth  stock 


rate.  Meanwhile,  the  revenue  share  of 
old-line  technologies  is  shrinking  by 
three  percentage  points  a  year. 

Big  Blue  is  even  doing  its  level  best 
to  become  an  Internet  play.  By  far,  its 
stellar  performer  is  its  $12.7  billion  ser- 
vices business,  which  is  expanding  at  a 
30%  clip  annually.  IBM  sells  corporate 
customers  all  sorts  of  consulting  assis- 
tance, from  managing  networks  of  PCs 
to  outsourcing  entire  computer  opera- 
tions. To  boost  the  business  even  fur- 
ther, IBM  late  last  year-  created  a  division 
to  build  Internet  products.  And  on  Feb. 
20,  the  unit  introduced  software  pro- 
grams IBM  hopes  will  transform  its 
mainframe  and  mid-range  computers — 
and  all  the  corporate  data  stored  on 
them — into  powerful  Web  "servers."  "It 
will  be  our  ability  to  help  our  customers 
unlock  their  data  that  will  be  our  advan- 
tage," says  Thoman. 

Even  ibm's  aging  core  businesses  are 
on  a  roll.  Mainframe  sales  fell  off  a  cliff 
in  1991,  after  peaking  at  about  $12  bil- 
lion. In  the  past  two  years,  sales  of  such 
machines  have  stabilized  at  around  $7 
billion  annually.  Plus,  as  companies  re- 
alize PCs  are  far  costlier  to  operate  than 


A  MID-'60s  MAINFRAME: 

IBM  is  reducing  its 
reliance  on  Big  Iron 

once  thought,  ibm's  main- 
frames are  finding  re- 
newed demand — firming 
margins  by  making  heavy 
discounting  a  thing  of  the 
past.  What's  more,  ibm 
moved  to  new,  cheaper- 
to-make  machines  based 
on  PC-like  microprocessor 
technology  ahead  of  com- 
petitors Amdahl  Corp.  and 
Hitachi  Ltd.  Those  rivals 
will  not  have  competitive 
mainframes  until  the  sec- 
ond half  of  1996. 
SOFTWARE  BET.  Other  for- 
merly problem-plagued 
businesses  are  turning 
around  for  ibm,  too.  Sales 
of  disk-storage  devices 
used  with  mainframes  are 
up.  And  a  product  transi- 
tion in  the  highly  profit- 
able AS/400  minicomputer 
line  should  pick  up  this  year  as  new 
models  become  available.  Even  the  once 
troubled  PC  business  is  coming  around. 
By  focusing  on  higher-margin  products, 
such  as  high-end  home  PCs,  ibm  has  re- 
bounded. Merrill  Lynch  &  Co.  analyst 
Daniel  Mandresh  figures  the  PC  busi- 
ness edged  into  the  black  last  year, 
turning  a  $100  million  profit  on  sales  of 
about  $1(1  billion. 

ibm  isn't  completely  out  of  the  woods. 
Analysts  figure  Gerstner  may  try  to 
cut  costs,  mainly  overseas,  by  another 
$600  million  this  year,  raising  the  spec- 
ter of  a  write-off.  Gerstner's  big  bet  on 
software  also  has  yet  to  pay  off:  In 
1995,  he  plunked  down  $3.5  billion  for 
Lotus  Development  Corp.,  and  he  re- 
cently spent  another  $743  million  for 
little-known  Tivoli  Systems  Inc.,  a  de- 
veloper of  software  to  manage  comput- 
er networks. 

For  1996,  Wall  Street  estimates  that 
ibm's  revenue  will  expand  by  6%.  Insid- 
ers say  the  chairman  is  demanding  a 
10%  increase.  If  he  gets  what  he 
wants,  there  could  be  plenty  of  upside 
still  to  ibm's  stock. 

By  Ira  Sager  in  New  York 
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BIG  BLUE  REBOOTS. 


...AS  ITS  SALES  MIX  SHIFTS 


IBM'S  SHARE  PRICE 


1993:  REVENUES 
$60  BILLION 


1995:  REVENUES 
$72  BILLION 
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News:  Analysis  &  Commentary 


DRUGS 


DRUG  PRICES: 

SO  MUCH  FOR  RESTRAINT 

Manufacturers  are  ratcheting  them  up,  and  retailers  are  livid 


Just  three  years  ago,  Hillary  Rod- 
ham Clinton  had  drugmakers  quak- 
ing at  the  threat  of  price  controls. 
With  health-care  reform  looming,  some 
18  big  companies  vowed  publicly  to  rein 
in  increases.  Now,  the  First  Lady  has 
retreated  from  policy  issues,  health  re- 
form is  comatose,  and  chug  prices  are 
climbing  again — some  far  faster  than 
inflation.  The  drug  companies,  complains 
Philip  A.  Brill,  a  pharmacist  in  Wynne- 
wood,  Pa.,  "are  gouging  us." 

How  rapidly  prices  are  increasing  is  a 
matter  of  debate.  The  prime  Institute  at 
the  University  of  Minnesota  College  of 
Pharmacy  reckons  that  producer  list 
prices  for  the  500  most-prescribed 
drugs,  mostly  brand-name  medicines, 
climbed  an  average  of  4.6%  in  1995, 
with  much  of  the  rise  coming  in  the 
fourth  quarter.  The  Bureau  of  Labor 
Statistics  pegs  the  yearlong  rise  at  4.2% 
by  one  producer-price  yardstick,  3.7% 
by  a  broader  measure.  And  the  IMS 
America  tracking  service,  drawing  on 
a  20,000-product  list,  says  producers 
charged  about  3.3%  more  for  brand- 
name  drugs.  Whatever  the  exact  num- 
bers, many  drugmakers  raised  prices 
for  prescription  drugs  well  above  1995's 
2.5%  rise  in  consumer  prices — even 
though  they  had  pledged  to  limit  overall 
increases  to  the  change  in  the  cpi. 
"GOOD-FAITH  EFFORT."  Industry  critics 
charge  that  drugmakers  have  broken 
their  word  and  reverted  to  their  old 
ways.  "It's  a  direct  result  of  the  fact 
that  Washington  is  no  longer  watch- 
ing them,"  says  Michael  G.  Bronfein, 
head  of  the  21-store  NeighborCare 
Pharmacies  Inc.  chain  in  Baltimore. 
Prices  have  climbed  steadily,  says 
Ronald  L.  Ziegler,  chief  of  the  Na- 
tional Association  of  Chain  Drug 
Stores  (and  former  Nixon  Admin- 
istration press  secretary),  "since 
the  focus  on  drug  prices  dimin- 
ished with  the  end  of  national 
health-care  reform  efforts  by 
the  Clinton  Administration." 

Drug-company  executives 
will  not  comment  directly  on 
the  price  increases,  leaving 
spokesmen  to  respond.  But 
they  argue  that  their  com- 
panies  have   been  re- 
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strained  in  their  pricing.  Pfizer  Inc. 
points  out  that  while  it  has  raised  the 
price  of  its  Norvasc  cardiovascular  drug, 
its  biggest  seller,  by  4%,  it  has  lowered 
the  price  of  antibiotic  Zithromax,  a 
smaller  but  fast-growing  drug,  by  near- 
ly 26%.  Pfizer's  overall  price  hikes  aver- 
aged 2.9%,  only  slightly  more  than  con- 
sumer prices.  "We  made  a  good-faith 
effort,"  says  a  spokesman,  who  adds 

HARD  TO  SWALLOW? 

ANALGESICS 


that  the  company  just  figured  wror 
on  how  low  inflation  would  be. 

Bristol-Myers  Squibb  Co.  and  Men 
&  Co.  also  insist  they've  kept  price  iif 
creases  moderate.  Merck,  in  fact,  saj 
that  it  kept  its  pledge — to  raise  rl 
price  more  than  1%  above  the  project*?' 
inflation  rate — but  overestimated  tl 
rate.  Still,  Merck's  overall  prices  ro:j. 
just  1%. 

Besides,  industry  defenders  arguMjj 
"modest"  hikes  are  justifiable.  Tf 
Pharmaceutical  Research  &  Manufa 
turers  trade  group  says  companies  w[ 
boost  research  spending  9.6%  this  yea 
compared  with  6.9%  last  year  and  5.6': 
in  1994.  Moreover,  price  slides  in  gene- 
ic  drugs  have  offset  some  of  the  iff 
crease  in  branded-drug  costs:  The  Bj? 
reau  of  Labor  Statistics  says  overJ; 
ding  prices  for  consumers  rose  just  2> 
last  year,  while  ims  America  says  I. 
was  just  1.7%. 

DISCRIMINATION?  Given  the  climate  i 
Washington,  it's  hardly  surprising  th; 
drugmakers  feel  free  to  raise  prices.  I- 
dustry  critics  such  as  former  Sena; 
Aging  Committee  Chief  David  H.  Pry 
(D-Ark.)  lost  leadership  posts  when  tls 
gop  took  over  Congress  in  the  last  ele- 
tions.  Pryor  is  quitting  at  yearend.  A 
aide  to  a  congressional  Democrat  aii 
longtime  drug-industry  critic  adds  sad^: 
"We're  out  of  the  legislating  business' 
While  drugmakers  "have  not  lived  up  > 
the  standard  they  set  for  themselves' 
the  GOP-controlled  Congress  has  no  a- 
petite  for  forcing  them  to  change,  char- 
es Trieia  Smith,  chief  federal  health  lob- 
byist for  the  American  Association  f 
Retired  Persons. 

One  group,  however,  wants  to  kel 
drugmakers  in  the  hot  seat.  Ret;: 
pharmacists,  angry  that  they  pay  mo; 
for  drugs  than  managed-care  buyes 
who  command  discounts,  have  bea 
fighting  manufacturers  in  court  fr 
more  than  two  years.  The  ph;- 
macists  charge  that  drugmakt  : 
discriminate  in  pricing,  unfair*' 
burdening  pharmacies  and  eas- 
paying  customers  while  givi» 
breaks  to  hospitals  and  hm<1 
While  part  of  that  battle  m 
be  settled  with  about  $43 
million  parceled  out  amoj 
thousands  of  pharmacies,  te 
fight  continues  for  some  mem- 
bers of  the  National  Assoc  h 
tion  of  Chain  Drug  Stor|. 
Washington    may  e 
stepping  out  of  the  fr:r, 
but  the  pharmacists,  t 
least,  aren't  about  to  fc- 
get  old  promises. 
By  Joseph  Writer  in  Phi lurid  pi 


J  river's 


f. 


900  SE  Turbo  Convertible 


The  Saab  900  Turbo  Convertible  may  necessitate  a  few  extra  trips  to  the  stylist,  but  you'll  love  the  ride.  For  one  thing,  you 
can  bring  company.  Its  spacious  interior  comfortably  seats  up  to  four  full-size  adults.  And,  at  0  to  60  in  6.9  seconds,'  you'll  also 
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News:  Analysis  &  Commentary 


DEALS 


A  BLARE 

OF  RADIO  MERGERS 

Telecom  reform  sets  off  a  frenzy  of  station-buying 


M 


lost  nights,  disk  jockey  Cousin  Bru- 
eie  does  shtick  and  golden  oldies 
I  for  the  New  York  region  on  WCBS- 
fm.  By  day,  his  alter  ego,  Brace  Mor- 
row, gets  his  kicks  on  the  other  end  of 
the  microphone:  Morrow  is  chairman  of 
Multi-Market  Radio  Inc.  (page  94),  an 
up-and-coming  player  in  the  new  game 
of  gobbling  up  radio  properties.  "I'm  a 
lucky  guy,"  he  says.  "I  get  to  have  fun 
on  both  sides  of  this  business." 

After  years  of  taking  a  backseat  to 
their  TV  brethren,  radio-station  owners 
suddenly  find  themselves  with  hot  prop- 
erties. Advertising  rates  and  listener 
levels  have  been  rising — along  with 
stock-market  values.  But  the 
real  payoff  came  when  restric- 
tions were  lifted  on  the  num- 
bers of  stations  a  single  com- 
pany may  own  in  one  market. 
Now,  consolidation  is  rampant: 
Just  since  Jan.  1,  more  than  80 
radio  stations  have  changed 
hands,  for  a  total  of  nearly  $2 
billion  (table). 

hefty  PRICES.  The  starting 
gun  sounded  as  Congress  was 
completing  the  telecommunica- 
tions bill,  which  eliminated  na- 
tional ownership  limits  and  al- 
lowed a  company  to  own  as 
many  as  eight  stations  in  a 
market.  Until  then,  the  maxi- 
mum was  two  am  and  two  fm 
stations,  which  kept  buyers 


F.X.  Sillerman,  whose  sfx  Broadcast- 
ing will  grow  to  51  stations  in  15  mar- 
kets after  agreeing  to  pay  $105.3  million 
to  Prism  Radio  Partners  for  16  more. 

Owners  also  are  eager  to  buy  sta- 
tions because  it  lets  them  offer  adver- 
tisers a  bigger  share  of  listeners — at  a 
higher  price.  Stations  can  offer  "young 
kids  with  rock  and  roll,  women  with 
talk,  all  kinds  of  demographics,"  says 
Scott  Ginsburg,  chairman  of 
Evergreen  Media  Corp.,  which  COUSIN 
owns  35  stations  and  has  27  in  BRUCIE: 
the  top  10  markets.  In  January,  Also  looking 
his  company  closed  a  $306.5  mil-  for  hits  on  the 
lion  deal  to  buy  12  stations  business  side 


MAKING  RADIO  WAVES 


JAN.  18  Evergreen  Media  closes  a  $306.5  million  pur- 


cautious  and  prices  low.  Now 

that  buyers  can  sharply  expand     chase  of_12  ltatJons  fro_m  P_yramJd_9om.n]unicatlons___    he  will  soon  start  a  new  c| 


from  Pyramid  Communications  Ir< 
Even  before  the  wave  of  consolidati 
began,  ad  rates  were  moving  high 
Since  1992,  increases  have  averaged  £ 
a  year,  according  to  industry  analys 
bia  Consulting  in  Chantilly,  Va.  But  f 
operators  who  owned  two  stations  in 
single  market,  rates  outstripped  those 
other  stations  by  10%,  says  analyst  J: 
Duncan  of  Duncan's  American  Rac 
Inc.  "As  those  markets  consolida 
more,  the  numbers  will  go  up,"  he  sa; 
MIDSIZE-MARKET  RUSH.  Not  everyone 
happy  about  the  changes,  of  cour; 
"It's  great.  Just  great,"  says  a  sarcas 
Jon  Mandel,  senior  vice-president  a 
director  for  national  broadcasting 
Grey  Advertising  Inc.  "Monopolies  i 
against  the  law — unless  the  fcc  is 
volved."  Now,  says  Mandel,  the  nu 
bers  favor  the  suppliers 
broadcast  time.  "This  used 
be  a  supply-and-demand  ga 
Now,  they're  eating  up 
supply." 

The  buyouts  likely  will  ccf- 
tinue.  Oppenheimer  &  Co.  ai| 
lyst  Edward  J.  Atorino  safe 
companies  have  publicly  raisi 
more  than  $1  billion  in  the  p;t 
year  to  go  shopping.  Alreaf, 
radio  has  attracted  big-time  I- 
vestors.  Samuel  Zell  is  a  7(fe 
owner  of  Jacor  Communi<t- 
tions  Inc.,  which  will  cont|] 
more  stations  than  any  otllr 
company  after  a  pair  of  dejlis 
in  February  valued  at  $£|! 
million.  Dallas  venture-capial 
firm  Hicks  Muse  Equity  »- 
vestment  launched  Chancelrr 
in  1993  to  buy  stations  in  tie 
largest  markets.  Chancellr. 
which  owns  34  stations,  jit 
raised  $200  million  in  an  eaij-! 
February  initial  public  offr- 
ing.  Principal  Tom  Hicks  s;rs 


their  reach,  even  the  worst- 
performing  stations  command 
hefty  prices.  On  Feb.  14,  when 
Dallas'  Chancellor  Broadcast- 
ing Co.  completed  its  $395  mil- 
lion purchase  of  Shamrock 
Broadcasting  Inc.'s  17  faltering 
stations,  it  paid  roughly  20 


JAN.  22  Infinity  Broadcasting  completes  purchase  of 
seven  radio  stations  owned  by  Alliance  Broadcasting 
for  $275  million 

FEB.  5  Jacor  Communications  agrees  to  buy  Noble 
Broadcast  and  its  seven  stations  for  $152  million 

FEB.  12  SFX  Broadcasting  agrees  to  buy  Prism  Radio 
Partners'  16  radio  stations  for  $105  million 


pany  to  buy  stations  in  n|- 
size  markets. 

The  rash  of  fresh  money  ill 
no  doubt  keep  the  sales  cell- 
ing— and  the  prices  up.  Thle 
days,  even  small  and  mid.'fe 
markets  like  Tucson  are  ski- 
ing to  draw  attention.  And  tai 


times  cash  flow — close  to  twice    suits  Brace  Morrow  just  f 


what  healthy  stations  sold  for  a 
year  earlier. 

Station  owners  say  even 
those  prices  are  justified  be- 
cause consolidation  helps  them 
spread  overhead  costs  around. 


FEB.  13  Jacor  signs  a  definitive  agreement  to  acquire 
Citicasters  and  its  19  radio  stations  and  two  TV  sta- 
tions for  $770  million  in  stock  and  cash 

FEB.  14  Chancellor  Broadcasting  completes  a 
$395  million  deal  for  Shamrock  Broadcasting's  17 

stations 


His  company,  an  associated 
Sillerman's  sfx,  owns  24 
tions  in  such  midsize  marl  ;^ 
as  Providence  and  Hartfct . 
and  it's  looking  to  add  mi 
Now  that,  says  Cousin  Bra 


Just  adding  a  second  station     ftajions  _    sounds  like  real  fun. 


can  cut  25%  in  costs  the  first 
year,  figures  chairman  Robert 


DATA  BUSINESS  WEEK 


By  Ronald  Gr($, 
in  Los  Aug 
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You  know  how  to  get. a  bite  without  a  big  bill  in  Rome. 


You  know  tipping  isn't  required  anywhere  in  Japan. 


.  And  now  you  know  with  MCI  World  Savings,""  select  as  many  numbers  as  you  like 

24  Hours  a  Day 

and  you'll  always  get  one  low  rate,  24  hours  a  day,  to  each  country. 

News:  Analysis  &  Commentary 


TECHNOLOGY 


A  STAR 
IS  MORPHED 

Digital  Domain's  special 
effects  outgrow  the  movies 

When  this  year's  Oscar  nominations 
for  visual  effects  were  handed 
out  on  Feb.  13,  little-known  Dig- 
ital Domain  Inc.  grabbed  center  stage. 
The  company  nabbed  its  second  nomina- 
tion in  a  row,  for  the  effects  in  Apollo 
13.  So  realistic  was  the  movie's  Saturn  5 
launch  sequence  that  even  some  astro- 
nauts mistook  it  for  file  footage. 

In  just  three  years,  Digital  Domain 
has  zoomed  to  the  top  ranks  of  Holly- 
wood's special-effects  biz,  where  it  now 
vies  with  leader  Industrial  Light  and 
Magic  (ILM).  Feisty  Digital  Domain, 
though,  is  just  getting  started.  On  Feb. 
12,  it  showed  its  first  cd-rom,  Barbie 
Fashion  Designer,  developed  jointly 
with  Mattel  Inc.  The  product  allows 
kids  to  design  and  make  doll  clothing. 
Then,  on  Feb.  21,  Cox  Enterprises  Inc., 
the  nation's  fifth-largest  cable-TV  opera- 


PAY  DIRT:  Efforts  afield  inchu 
beer  ads,  CD-ROMs  for  kids 


tor,  announced  that  it  will  pay  an  esti- 
mated $50  million  for  a  one-third  stake 
in  Digital  Domain. 

The  two  events  signal  Digital  Do- 
main's intent  to  branch  out.  Until  now, 
special-effects  houses  mainly  have  done 
contract  work  on  movies  and  commer- 
cials. But  Digital  Domain  hopes  to  be- 
come a  "content  provider,"  creating  and 
selling  its  own  products  and  characters 
— a  business  it  thinks  will  soar  with  the 
advent  of  interactive  entertainment  via 
home  PCs  and  TV  sets.  Hooking  up  with 
Cox,  says  ceo  Scott  Ross,  "should  put 
us  out  in  front  of  the  pack." 

Digital  Domain  is  the  brainchild  of 
Ross,  who  formerly  headed  ilm,  director 


James  Cameron,  who  creatt 
the  molten-metal  man  of  Te 
minator  2,  and  veteran  mod( 
maker  Stan  Winston,  famoi 
for  Jurassic  Park's  dinosaui 
The  fourth  founder  is  IB 
which  paid  $20  million  for 
50%  stake;  after  the  Cox  de 
it  will  own  a  third. 
ARNOLD,  TOO.  Digital  Doma 
worked  on  a  raft  of  movies  d 
out  this  year,  including  the  h( 
ror  flick  The  Island  of  Dr.  Moreau  anc 
Keanu  Reeves  thriller  called  Chain  R 
action.  Its  TV  ad  business  also  is  booi 
ing.  The  computer-generated  ants  th 
make  off  with  cans  of  Budweiser  in 
ongoing  series  of  ads  are  Digital  D 
main's  creatures.  It's  also  doing  ads  f 
at&t's  Summer  Olympics  campaign 

Meanwhile,  Digital  Domain  is  chui 
ing  out  new  products.  For  one,  Tern 
nator  2-SD,  a  theme-park  show  starri 
Arnold  Schwarzenegger  that  opens  M 
15  at  the  Universal  Studios  Flortda  pa 
in  Orlando.  And  IBM  commissioned  t\ 
cd-roms,  due  for  Christmas  relea: 
Lights!  Camera!  (Digital)  action! 
By  Larry  Armstrong  in  Los  Angel 


to 


THE  INTERNET 

BLOOD  ON  THE 
YELLOW  PAGES 

Competition  heats  up  to  put 
the  directories  on  the  Web 

Kris  Hagennan,  31,  wants  to  revolu- 
tionize the  $10  billion  yellow-pages 
market.  On  Feb.  26,  his  company, 
Big  Book  Inc.,  will  launch  a  service  on 
the  World  Wide  Web  listing  addresses, 
phone  numbers,  and  business  descrip- 
tions for  11  million  U.S.  businesses.  It 
will  also  let  viewers  assign  quality  rat- 
ings to  merchants  as  a  guide  for  fellow 
shoppers,  find  stores  within  a  specified 
radius  of  any  location,  and  scan  in-depth 
cultural  guides  to  major  cities. 

Sounds  revolutionary,  right?  But  just 
to  survive,  Big  Book  will  have  to  hit 
the  ground  running.  A  major  battle  is 

Sa™eVnm*Lru1°^t  BIG  BUCKS/BIG  BOOKS 
inc.  has  just  launched  a  Web-  The  yellow-pages  market  is 

based  directory  of  businesses  in  worth  $10  billion  and 

the  Boulder  (Colo.)  area,  the  first  Hagerman's  serVice  alone 
ol  a  series  it  plans  tor  14  states.  In  y 

March,  Nynex  Corp.  will  add  new  Will  list  11  million  businesses 


technology  to  its  Web-based  national 
yellow  pages  and  start  a  major  sales 
push.  In  April,  GTE  Corp.  plans  the  offi- 
cial launch  of  its  national  SuperPages 
directory,  also  on  the  Web. 

The  stakes  could  be  huge.  These  di- 
rectories may  be  the  future  gateways  to 
all  kinds  of  electronic  commerce  servic- 
es. And  they  could  serve  as  the  on- 
ramp  into  cyberspace  for  the  country's  9 
million  small  businesses.  "We  want 
to  wire  small-business  America  to 
the  Web,"  says  Deverix  A.  Horn, 
director  of  new  media  programs  1 
at  gte  Directories  Corp.  "It's  a 
massive  opportunity." 

The  cost  to  merchants 
will  vary  widely.  Big  Book 
will  let  merchants  list  sev- 
eral pages  of  text  about 
themselves  at  no  charge. 
For  revenues,  it  will  sell 
space  to  national  adver- 
tisers,  gte   plans  to 
charge  listers  $300  to  u 
create  a  simple  Web 


display  within  its  directory,  plus  $5C 
month  for  "hosting"  the  data  in  gti 
computers.  Nynex  will  also  charge  m< 
chants  to  list,  but  those  who  pay  pi 
miums  will  get  top  billing  when  a  W 
surfer  calls  up  a  list  of,  say,  pizzerias 
Pasadena. 

LOGOMANIA.  The  new  directories  w 
also  compete  on  supplemental  servic 
gte  will  let  consumers  send  E-mail 
and  perhaps  faxes — to  merchar 
in  a  particular  business  category 
asking,  for  example:  "Do  you  ha 
the  Acme  ray  gun  in  stock 
Meanwhile,  all  the  yellow-pa 
providers  are  scrambling  to  %W 
their  logos  prominently  djf 
played  at  the  Web's  m<| 
popular  sites,  such  as  W 
directories  and  Netscaj 
Communications  Corp 
home  page. 

Electronic  yellow  pa« 
will  never  help  a  ch3 
reach  the  dinner  table  trip 
grownup's  chair.  But  if  If  ' 
Book  and  others  have  thr 
way,  many  adult  consumes 
could  soon  be  letting  thr 
mouse,  not  their  fingers,  b 
the  walking. 

By  John  W.  Very 
i  n  Ne  w  Yck 
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Ill 


Death.  Taxes.  Power  Problems. 

Vlanage  two  of  these  inevitable  facts  of  life  with  one  easy  investment. 
Buy  an  APC  UPS*  before  March  30th  and  get  TurboTax  FREE*. 


America's  <0  Best-Selling  Tax  Software 

TurboTax 


9 


Stack-UPS 

Pro 


The  Easiest  Way 
to  Do  Your  Taxes 


Sized  for  a  typical  486/Pentium  system,  a  400 
Volt-Amp  unit  provides  instant  battery  back- 
up ti>  protect  against  data  loss  or  hard  drive 
damage  for  approximately  I  >  minutes. 
For  longer  runtime  opt  for  a  600VA  model. 
Either  way  you  can  't  make  a  had  choice  with 
>mpan\  that  protects  more  PCs  than  all 
•tber  brands  combined:  API  . 


nodem 


APC 


If  you're  using  a  computer,  few 
things  are  more  certain  than  power 
problems.  If  you  haven't  lost  a  few 
hours  of  work  due  to  a  sudden 
blackout,  crashed  a  hard  drive  in  a 
brownout,  or  had  a  surge  toast  your 
/ill.  It's  almost  a  statistical  certainty. 


$25,000  lifetime  protection 
protected  equipment. 


TurboTax 


policy 


IP 


f  you're  breathing,  few  things  are  more  certain 
han  taxes.  Each  April  the  ultimate  deadline  looms, 
ind  nying  to  explain  to  your 
riendly  IRS  agent  that  a 
xnver  sag  ate  your  tax 
•eturn  could  produce  some 
lastardly  dividends. 


"Don't  take  chances.  Get  the 
ultimate  protection—from  apc 
PC  World 


\!ow  you  can  provide 
:he  world's  best  protection 
against  the  inevitable  blackout, 
jrownout,  or  power  surge 
with  an  award-winning 
Jninterruptible  Power  Supply 
UPS)  from  APC.  With  more  awards  than  all  other 
wands  combined,  APC  provides  the  most  reliable 
protection  you  can  buy.  Units  such  as  our  exciting 
new  Back-UPS  PRO  provide  complete  protection 
igainst  any  problem  your  computer  is  likely  to 
face — including  surges  on  your  modem  line — and 
ire  backed  by  a  2-year  warranty  and  up  to  a 


"...Should  be  standard 
equipment  on  every  desktop... 
effective,  affordable.  designed 
to  last."  PC  Computing 


Best  of  all,  from  now  until  March  30,  you  can 
get  a  FREE  copy  of  Intuits  award-winning 
TurboTax  when  you  purchase  an  APC  UPS 
400  Volt-Amps  or  higher. 

TurboTax  won  every  major  award  given  to  tax 
preparation  software  in  1995.  TurboTax 
reviews  your  return  thoroughly 
double-checks  for  errors,  points 
out  missed  deductions,  and 
alerts  you  to  possible  audit 
flags.  Print  your  IRS  approved 
forms  right  from  your  printer, 
sign,  drop  in  the  mail,  and 
vou're  done. 


BCTw  ~^ms  tax  season        and  Intuit 

give  you  unmatched  piece  of 
mind,  whether  you're  more 

concerned  about  Mother  Nature  or  Uncle  Sam. 

No  wonder  leading  vendors  and  discriminating 

users  demand  ProtectME!  with  APC. 

Ask  for  APC  today  and  take  the  anxiety  out  of  two 
of  life's  inescapable  certainties.  As  for  the  third 
inevitable. ..we're  still  working  on  a  solution. 


'artioparing  [ 
COMPUTER, 


Office 

DEPOT.  Inc. 


COMPU 


STAPLES 


OfficeMax 


Costco 


When  you  purchase  an  APC 
UPS  product  of  400  Volt-Amps  or 
above  from  one  of  the  participating  locations 
listed  below  between  January  I  5  and  March 
30,  1996,  we'll  send  you  a  FREE  copy  of 
TurboTax*,  a  $39.M  value. 

Just  fill  out  the  information  below  and  mail  along  with 
your  original  receipt  (original  coupons  only).  Include  a 
check  or  money  order  for  $6.95  (shipping  and  handling), 
payable  to  "Intuit". 

Mail  to:         TurboTax.  Dept.  500449 
2650  East  Elvira  Road 
Suite  100 

Tucson, AZ  85706-7180 


Cty  _ 
Countr; 
E-Ma.l  . 


Zip 


  State 

  Phone  _ 

  Fax 

This  is  my  first  contact  with  APC      J  Yes  J  No 

I  am  an  End-User      _l  Home     J  Small  Office       _J  Corporate 

How  many  computers  at  your  location'   

Where  did  you  purchase  this  APC  product'   


Please  check  one:    J  DOS 


_1  Windows       J  Mac 

,»,„  0..fW  coupon,  or/off..  ..poo,  on  MOHo  U  Mop, 
Jhtl  fiMtwod  ©m6  APC  APC  end  thr  APC  logo  a,.  Vadema 

Visit  our  PowerPage1"  at 
http://www.apcc.com 

Dept.  Code  R  3 


AMERICAN  POWER  CONVERSION 

1-800-800-4APC 

NASDAQ:  APCC 


In  Business  This  Week 


EDITED  BY  KELLEY  HOLLAND 


LEBOW:  2 
NABISCO:  0 


CHALK  UP  ROUND  ONE  FOR 

Bennett  LeBow.  By  tiny  ma- 
jorities, the  chairman  of  Mia- 
mi-based Brooke  Group  says 
it  persuaded  RJR  Nabisco 
shareholders  to  back  two  pro- 
posals: a  nonbinding  plan  to 
spin  off  the  food  company 
and  a  provision  making  it 
easier  for  shareholders  to  call 
special  meetings,  rjr  says  the 
true  results  won't  be  known 
until  it  can  independently 
count  Brooke's  ballots.  LeB- 
ow, meanwhile,  is  vowing  to 
wage  a  proxy  battle  for  rjr. 
He  has  proposed  a  manage- 
ment slate  that  includes  Ro- 
nald Fulford,  who  resigned 
on  Feb.  21  as  executive  chair- 
man of  Hanson  PLC's  Imperi- 
al Tobacco,  as  ceo,  and  Dale 


CLOSING  BELL 


PAIRED  IN  THE  AIR 

World  Airways  got  a  much- 
needed  boost  on  Feb.  19  when 
it  sealed  a  marketing  pact 
with  Continental  Airlines.  The 
Herndon  (Va.)  carrier  now  has 
access  to  Continental's  New 
York  hub,  as  well  as  to  its  for- 
midable marketing  forces. 
And  Continental  can  tap 
World  Airways'  valuable  route 
rights  to  Israel  and,  eventual- 
ly, South  Africa.  The  deal 
could  not  have  been  better 
timed:  World  announced  a 
$1.6  million  fourth-quarter 
loss  on  Feb.  16,  well  below 
forecasts.  That  sent  its  stock 
down  some  26%. 


OCT.  6,  '95  FEB.  20,  '96 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


Hanson,  former  head  of  the 
California  Public  Employees' 
Retirement  System,  as  a  di- 
rector. While  LeBow  faces 
skepticism  from  some  RJR 
shareholders,  he  only  needs 
a  majority  of  votes  cast  in  a 
proxy  contest  to  win. 

CAN  MK  REENGINEER 
ITS  DEBT?  

it's  pass-the-hat  time  again 
at  Morrison  Knudsen.  The 
struggling  engineering  and 
construction  company  hopes 
to  persuade  debt  holders  to 
swap  their  interests  for  new 
equity.  MK  executives  are  con- 
fident they  can  meet  a  $25 
million  payment  on  Mar.  31, 
but  $100  million  due  in  Sep- 
tember and  $114  million  more 
due  in  December  will  be 
tougher.  And  unlike  earlier 
restructurings,  when  they 
worked  with  banks,  MK  ex- 
ecs will  be  negotiating  chiefly 
with  the  vulture  investors 
now  holding  the  debt,  valued 
at  60<z  on  the  dollar. 


MICROSOFT:  THE 
INFO  ROAD  AHEAD 

MICROSOFT  WANTS  TO  BE 
perfectly  clear:  It's  not  ignor- 
ing the  Internet.  On  Feb.  20, 
the  software  giant,  often  crit- 
icized for  being  late  to  recog- 
nize the  Net's  potential, 
created  an  Internet  Plat- 
form &  Tools  Div.  to  be  run 
by  Brad  Silverberg,  the 
Microsoft  exec  who  honchoed 
Windows  95.  "I've  always 
been  excited  about  being 
where  the  action  is,"  he  says. 
"This  is  it."  Microsoft  also 
created  an  Interactive  Media 
Div.  to  be  headed  by  Patty 
Stonesifer,  former  head  of 
the  Consumer  Div. 


A  LITTLE  MERRIER 
AT  MERRILL 

it's  been  a  good  week  for 
Merrill  Lynch.  In  Massachu- 
setts, Merrill  Chief  Executive 


HE ADLINER:  ERIC  PFEFFER 


GOT  MY  H0J0  WORKIN' 


When  boomers  recall  over 
night  stays  and  fried-clam 
dinners  at  Howard  John- 
sons, they  get  warm  and 
fuzzy — then  go  else 
where.  HoJo 
President  Eric 
Pfeffer's  an- 
swer: spiff  up 
the  42-year-old 
outfit,  starting 
on  Feb.  16  with 
a  new  mostly-blue 
logo.  Orange  roofs? 
They're  on  the  way  out. 
Says  Pfeffer:  "As  we 
change  with  the  times, 
we've  got  to  show  the 
newness." 

Sure,  the  orange  roof  is 
"an  American  icon — as 
American  as  apple  pie  and 
Chevrolet,"  the  Venezuelan 
born  Pfeffer  says.  But 
HoJo,  owned  since  1990  by 


franchiser  hfs,  no  longer 
requires  orange  on  new 
properties  and  does  not  ob- 
ject if  existing  roofs  are 
replaced.  Indeed,  it 
only  hints  at  them 
in  the  new  logo, 
which  Pfeffer 
says  "reduces 
the  emphasis  on 
orange  by 
300%." 

Pfeffer,  who  in 
19  years  has  risen 
from  the  front  desk  at 
HoJo's  Miami  hotel  to  the 
executive  office,  is  striving 
to  upgrade  the  chain.  He 
kicked  out  37  hotels  in  1995 
for  quality  shortfalls,  and 
he's  taking  the  company 
global.  Not  everything  is 
changing:  Fried  clams  are 
still  on  the  menu. 

By  Joseph  Webe 


Daniel  Tully  persuaded  State 
Treasurer  Joseph  Malone  to 
lift  a  sanction  that  banned 
Merrill  from  managing  state- 
bond  refinancings,  imposed  af- 
ter Merrill  failed  to  disclose  a 
fee-splitting  arrangement 
with  Lazard  Freres'  Mark 
Ferber  in  1994.  Merrill  also 
got  a  break  in  California's  Or- 
ange County,  which  is  suing 
it  for  $2  billion.  A  federal 
judge  issued  a  ruling  making 
it  harder  for  the  county  to 
blame  its  bankraptcy  on  Mer- 
rill, which  sold  Orange  Coun- 
ty most  of  the  financial  in- 
struments in  its  portfolio. 

GIBSON  SAYS,  NO 
VALENTINES,  PLEASE' 

GIBSON    GREETINGS  HAS 

wrapped  up  its  association 
with  Benjamin  Sottile,  whose 
time  as  ceo  was  racked  by  a 
series  of  problems  ranging 
from  customer  bankruptcies 
to  derivatives  losses  to  in- 
ventory overstatements.  The 


company   named  Direct 
Albert  Pezzillo  tempora 
ceo.  Cincinnati-based  Gibso 
which  had  put  itself  on  t 
block  last  July,  also  said 
was  no  longer  for  sale  b 
cause  it  "had  not  received 
appropriate  offer."  But  Gi 
son's  announcement  has  n 
fazed  American  Greetings,  i 
much  larger  rival.  Gibson  r 
buffed  American  last  su 
mer,  but  American  says 
would  still  like  to  work  wi 
Gibson  management  to  bu 
the  company. 

ETCETERA... 


■  Richard  Holbrook,  Bosni 
peace  negotiator  for  Clintoi 
is  joining  cs  First  Boston. 

■  H&R  Block  split  off  its  ta 
preparation  division  from  hi 
CompuServe  unit. 

■  Digital  Equipment  term 
nated  its  computer-chip  joi 
venture  with  Cirrus  Logic.| 

■  Delta  Air  Lines  pilotH 
agreed  to  a  2%  pay  cut  b 
won  a  board  seat. 
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you  want  sector  funds  that  come  with 
trong  performance  records,  not  loads, 
call  1-800-320-4525  ext.535. 


INVESCO  STRATEGIC  PORTFOLIOS 

ANNUALIZED  RETURN  THROUGH  DECEMBER  31,  1995 

HEALTH 

TECHNOLOGY 

FINANCIAL 

SCIENCES 

SERVICES 

58.89% 

45.80% 

39.81% 

ONE  YEAR 

ONE  YEAR 

ONE  YEAR 

19.44% 

29.99% 

28.03% 

FIVE  YEAR 

FIVE  YEAR 

FIVE  YEAR 

22.86% 

20.49% 

16.25% 

TEN  YEAR 

TEN  YEAR 

SINCE  INCEPTION  (6/86) 

See  back  to  find  out  more  about  these  no-load  funds. 
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INVESCO  Strategic  Portfolios 

If  you  want  to  capitalize  on  the  growth  of  an  individual  industry  but  still  keep  the 
diversification  of  a  mutual  fund,  it's  time  you  took  a  close  look  at  our  no-load  sector 
funds.  The  funds  listed  on  the  front  are  just  a  few  of  your  choices.  INVESCO  offers  a  total 
of  10  sector  funds,  which  take  advantage  of  investment  opportunities  in  some  of  today's 
fastest  growing  industries. 

So  call  for  a  prospectus  on  these  or  any  of  our  other  no-load  sector  funds.  You'll  receive  more 
complete  information,  including  management  fees  and  expenses.  Past  performance  is  no 
guarantee  of  future  results,  so  read  the  prospectus  carefully  before  you  invest  or  send 


money.  If  you're  thinking  of  investing,  think  of  INVESCO.  After  all,  we've  been  JPP**" 
helping  investors  like  you  reach  their  financial  goals  for  over  one  hundred  years.  ^ i".E* 0 ^ 


INVESCO  FUNDS 

Your  Global  Investment  Partner 

Call  Today  For  a  Free  Investment  Kit.  1-800-320-4525  ext.535 

Total  return  assumes  reinvestment  of  all  dividend  and  capital  gain  distributions.  Investment  return  and  principal  value  will 
fluctuate  so  that,  when  redeemed,  an  investor's  shares  may  be  worth  more  or  less  than  their  original  cost.  as  of  '1/31/96 
Barry  Kurokawa  is  no  longer  Portfolio  Manager  of  the  Health  Sciences  Portfolio.  Co-manager  John  Schroer  continues  as 
fund  manager.  aggressive  growth  objectives  may  lead  to  greater  price  volatility. 

Charles  Schwab  &  Co.,  Inc.  (Member  SIPC/NYSE)  provides  recordkeeping  and  shareholder  services  for  these  funds. 
INVESCO  Funds  Group,  Inc.,  Distributor. 


Learn  more  about  INVESCO  Strategic  Portfolios. 

O  Please  send  me  more  information  on  the  INVESCO  Strategic  Portfolios 
and  my  free  investment  kit. 
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'AT  BUCHANAN, 

JUDGE!  MOTEL  GUERRILLA 


He  flies  coach,  often  with  just  his  wife  and  a  single  aide  in 
tow.  He  writes  his  own  TV  commercials.  His  shoestring 
campaign  lacks  pollsters,  opposition  researchers,  and 
tost  of  the  other  trappings  of  the  modern  political  operation. 
d  get  his  message  out  to  America's  angry  and  anxious,  he  re- 
3S  on  radio  talk  shows  and  cable-TV  interviews — alternative 
lannels  that,  he  frequently  and  publicly  boasts,  permit  him 
i  "'fly  under  the  radar  screen"  of  conventional  politicians. 
It's  all  part  of  the  persona  of  hot  new  penny-pinching  pop- 
ist,  Pat  Buchanan.  While  GOP  Presidential  rivals  travel  with 
•mies  of  apparatchiks,  Buchanan  has  put  together  a  low- 
rdget  operation  that's  giving  his  better- 
lanced  foes  fits.  "He's  like  Stonewall 
ickson.  He  can  live  off  the  land  with 
is  merry  band  of  guerrillas,"  says  L. 
rent  Bozell  III,  chief  fund-raiser  for 
uchanan's  1992  Presidential  bid. 
Buchanan's    surprising    show  of 
rength  has  stunned  the  political  Es- 
iblishment,  which  was  convinced  that 
iOney  and  organization  would  talk  loud- 
*  than  ever  in  the  '96  primary  sprint, 
ut  Texas  Senator  Phil  Gramm  flamed 
it  despite  an  impressive  $21  million 
inkroll.  Steve  Forbes  has  gotten  little 
;turn  on  his  $20  million-plus  investment.  And  Senate  Majority 
eader  Bob  Dole  learned  that  having  $26  million,  the  biggest 
aff,  and  the  most  endorsements  doesn't  guarantee  victoiy. 
N  THE  FLY.  For  Buchanan,  low-budget  campaigning  is  a  badge 
'  honor.  Headquarters  tend  to  be  in  low-rent — occasionally 
unshackle — offices.  He  does  printing  at  Kinko's,  buys  supplies 
-  Wal-Mart,  and  gets  pizza  from  Domino's  (whose  ceo,  Thomas 
ionaghan,  is  a  big  backer).  And  his  tiny  inner  circle  is  limited 
i  wife  Shelley;  sister  Angela  "Bay"  Buchanan,  his  chief  advis- 
*;  campaign  manager  Terry  Jeffrey,  a  former  newspaper  edi- 
trial  writer;  and  communications  director  Greg  Mueller. 
Buchanan  spent  a  mere  $7.1  million  in  1995,  reports  the 


CAPITAL  WRAPUP 


Federal  Election  Commission.  That  compares  with  $16  million 
spent  by  Dole,  $18  million  by  Forbes,  and  $11  million  by 
former  Tennessee  Governor  Lamar  Alexander.  But  the  former 
conservative  commentator  is  nimble.  Case  in  point:  The  morn- 
ing before  the  Feb.  20  New  Hampshire  contest,  Buchanan 
was  preparing  for  a  radio  interview  when  the  station  aired  a 
Dole  ad  attacking  him  as  extremist.  Buchanan  wrote  an  in- 
your-face  response  on  his  laptop  computer,  and  within  hours, 
his  new  radio  ad  calling  Dole  "a  desperate  man"  was  airing. 

Buchanan  is  also  an  adroit  user  of  free  media.  Aware  that 
most  Republican  voters  are  talk-radio  listeners,  the  onetime 
radio  talk-show  host  breezed  through 
more  than  a  dozen  live  interviews  on 
New  Hampshire  primary  day. 
GROUP  CHATS.  Then  there  are  the  tele- 
conferences. Buchanan  aide  Bill  Spadea 
has  conducted  close  to  35  "Pat  chats," 
each  hooking  up  from  150  to  200  target- 
ed supporters  and  undecided  voters  in  a 
conference  call.  Typically,  Buchanan  gives 
a  five-minute  pep  talk,  then  takes  ques- 
tions from  callers.  Aides  say  the  confer- 
ences clinched  the  narrow  victory  over 
RADIO  INTERVIEW:  From  Campaign  Central  Forbes  in  Alaska's  straw  poll. 

For  all  his  success  so  far,  Buchanan's 
days  of  living  on  the  cheap  may  be  over.  He  has  chartered  a 
90-seat  jet  for  post-New  Hampshire  barnstorming  and  plans 
to  hire  a  professional  advance  crew  to  create  telegenic  me- 
dia events. 

Will  Buchanan  get  spoiled?  Nope,  says  Jeffrey.  "We're  al- 
ways going  to  look  for  ways  to  save  money,  even  if  $20  mil- 
lion suddenly  came  to  our  doorstep."  gop  pros  doubt  that 
Buchanan's  renegade  candidacy  will  attract  such  big  bucks — 
but  they  have  been  wrong  so  far  about  his  viability.  Buchanan 
is  determined  to  prove  that  in  '96,  ingenuity  and  a  message 
can  carry  his  shoestring  operation  all  the  way. 

By  Richard  S.  Dunham  in  Nashua,  N.H. 


THE  GOP'S  WOMEN  WOES 

►  The  Republican  Party's  gender  gap 
won't  go  away.  In  1992  and  1994,  Re- 
publicans fared  better  with  male  vot- 
ers than  with  women — and  the  split 
seems  to  be  recurring  in  '96.  In  the 
Feb.  12  Iowa  caucus,  only  43%  of 
those  who  voted  for  GOP  Presidential 
candidates  were  women.  And  in  the 
Feb.  20  New  Hampshire  primary, 
women  comprised  just  44%  of  the  GOP 
turnout.  Why?  Many  were  turned  off 
by  the  negative  ads  and  retreat  from 
moderate  social  positions. 


FIELDS  S  FINAL  FLING 

►  Representative  Jack  Fields  (R-Tex.) 
is  determined  to  leave  his  mark  on 
the  securities  industry  before  retiring 
at  yearend.  The  chairman  of  a  key 
House  finance  subcommittee  plans  to 
reintroduce  his  securities  deregula- 
tion bill  in  late  February.  The  original 
bill,  which  proposed  curbs  on  state 
and  federal  oversight  of  the  markets, 
got  sidetracked  by  telecom  reform. 
The  new  one,  which  Fields  hopes  to 
push  through  his  panel  in  March,  will 
likely  have  similar  provisions. 


TOUGH  TV  TALK 

►  President  Clinton  plans  to  jawbone 
the  captains  of  the  entertainment  in- 
dustry up  close  and  personal  at  the 
White  House  on  Feb.  29.  His  mission: 
persuade  them  to  curb  TV  violence,  in- 
crease children's  programming,  and 
adopt  a  rating  system  like  the  one  for 
movies.  CEOs  set  to  attend  include  Sil- 
ver King  Communications'  Barry 
Diller,  TCl's  John  Malone,  Fox's  Rupert 
Murdoch,  Time  Warner's  Gerald  Levin, 
Turner  Broadcasting's  Ted  Turner,  and 
Walt  Disney's  Michael  Eisner. 
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You  have  to  accommodate  the  past. 
Prevail  in  the  present.  And  remain 
flexible  into  the  future.  Feel  any  pressure? 

What  computer  company  do  you  work  with? 

You  should   be   working  with   Hewlett-Packard,   a  company 
that   knows  how   to   make   client/server  solutions   work   in   I  he 

real   world.    Over   the   years.    III'   has   helped    thousands  of 
companies  successfully  transition  to   flexible  open  enterprise 
computing.   And   we   can  do   the  same   for  you.   If  the  business 
decisions   are   yours,    the   computer   system   s  h  o  u  Id    be  ours 

Hewlett-Packard    Computer  Systems 


International  Business 


FRANCE 


A  BLACK  HOLE 
FOR  FRENCH  BANKS 

Painful  mergers,  restructurings,  and  cost  cuts  lie  ahead 


tSi'.i 


its.  ■ 


m 


Seated  in  his  office  in  the  18th-cen- 
tury headquarters  of  Compagnie 
Financiere  de  Paribas.  Manage- 
ment Board  Chairman  Andre 
Levy-Lang  seems  nervous  discussing  the 
outlook  for  France*s  flagship  investment 
bank.  With  good  reason.  When  Levy- 
Lang  kicks  off  the  1995  reporting  season 
for  French  banks  on  Feb.  28.  Parisian  fi- 
nanciers expect  him  to  report  a  loss  of 
up  to  $800  million,  the  result  of  the  bank- 
ing and  financial  conglomerate's  lending 
and  investing  mistakes. 

Levy-Lang  declines  to  comment  on 
Paribas'  results.  But  he  may  have  even 
bigger  problems  ahead.  With  Paribas' 
market  capitalization  down  to  $6  bil- 


lion— half  its  book  value — "we  could  be 
taken  over."  Levy-Lang  admits.  Share- 
holders who  have  seen  the  value  of 
their  stock  drop  30^  in  just  over  a  year, 
he  adds,  "ought  to  be  very  angry,  very 
dissatisfied." 

With  $275  billion  in  assets,  Paribas 
is  the  basket  case  du  jour  of  French 
banking.  And  Paribas  isn't  the  only 
French  bank  where  trouble  is  brewing. 
It  is  emblematic  of  an  industry  that  is 
the  sick  man  of  European  finance  and  is 
ripe  for  a  painful  round  of  mergers,  re- 
structurings, and  cost  cuts  (table). 

An  overhaul  is  certainly  needed.  With 
lenders  around  the  world  hunkering 
down  to  improve  returns,  the  French 


are  behind  the  pack.  Even  the  be 
French  banks  produce  returns  on  eqi 
ty  of  about  8% — half  that  of  many  U, 
and  British  competitors.  Says  Ma: 
Hoge.  banking  analyst  at  cs  First  Bo  e 
ton  in  London:  "French  banks  are 
crisis  and  will  be  in  crisis  for  years.' 
ratings  drop.  Even  as  problems  moui 
many  lenders  still  seem  unable  to  e 
cape  the  legacy  of  state  ownership 
maneuver  around  portfolios  of  underpAL->; 
forming  industrial  holdings.  And  hangii 
above  them  all  is  a  market  strangled 
high  interest  rates,  overregulation,  ai  - 
government  intervention — plus  a  fo' 
year-old  property  crisis  that  may  co  I 
$200  billion  in  losses  by  the  decade's  en  I 

Amid  such  distress,  French  banki  is;-: 
revenues  fell  again  in  1995  after  tur 
bling  8%  in  1994,  the  first  decline  in 
years.  Standard  &  Poor's  Corp.  dow 
graded  its  ratings  on  a  quarter 
France's  banking  groups  in  1995  a 
expects  more  this  year.  The  slippai 
which  began  in  1992,  is  increasing  t 
industry's  funding  costs  and  causing  ci 
tomers  to  defect  to  other  countri 
higher-rated  banks  for  derivative  de; 

Some  observers  consider  this  Japl 
nese-style  banking  mess  should  ha 
been  fixed  long  ago.  When  govemm 
officials  and  executives  shook  hands  kl 


What's 
Dogging 
French 
Lenders 


BAD  REAL  ESTATE 

Declining  property 
prices  and  a  9% 
office  vacancy  rate 
in  Paris  continue 
to  put  downward 
pressure  on  rents. 


NO  REVENUE  GROWTH    HIGH  COSTS 


Industry  revenues 
dropped  8%  in 
1994  and  appear 
to  have  declined 
again  last  year. 


French  banks  rank 
among  Europe's  least 
efficient.  National 
12%  unemployment 
rate  prevents  deep 
staff  cuts. 


Even  the  healthiest 
banks  run  returns 
on  equity  of  8% — 
half  that  of  major 
global  competitors. 
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Ill 


lie: 


ipring  on  a  plan  to  take  $27  billion  in 
woblem  assets  off  the  books  of  state- 
iwned  Credit  Lyonnais,  financiers  be- 
ieved  the  bailout  would  mark  the  end 
tf  the  disasters  bred  by  Lyonnais'  rapid 
expansion  and  its  U.  S.  and  European 
ending  excesses  of  the  1980s. 

Then  the  rot  spread.  First  came 
^ranee's  biggest  postwar  banking  col- 
apse,  the  failure  last  summer  of 
ianque  Pallas-Stern,  with  $3  billion  in 
.ssets.  When  the  French  central  bank 
ouldn't  persuade  investors  to  fund  a 
escue  package,  the  collapse  dealt  a 
•low  to  an  industry  that  had  boasted  of 
Ls  ability  to  skirt  recession  and  real 
state  woes. 

ACING  REALITY.  Another  watershed 
ame  this  winter,  when  Credit  National 
ecided  to  merge  with  Banque 
'rancaise  du  Commerce  Exterieur.  The 
ew  bank  will  have  assets  of  $70  billion 
nd  represents  what  s&p  analyst  Scott 
Jugie  calls  "the  first  merger  of  conse- 
uence"  in  France  since  Banque  Indo- 
uez  was  formed  in  1975.  Now  the  trou- 
led  state-owned  insurer,  gan,  is  looking 
o  sell  its  majority  stake  in  Groupe  Cic, 
'ranee's  seventh-largest  banking  group, 
•erhaps  to  Societe  Generale,  whose  as- 
ets  total  $280  billion.  And  on  Feb.  19, 
Janque  Indosuez  agreed  to  sell  its  75% 
take  in  London  fund  manager  Gart- 
lore  PLC  to  Britain's  National  West- 
linster  Bank  PLC  for  $726  million. 

Gartmore's  sale  will  deny  Indosuez  a 
teady  flow  of  cash  it  needs  to  even  out 
olatile  trading  revenues.  That's  the 
'rice  Indosuez  is  having  to  pay  for 
ears  of  losses  from  sour  real  estate  in- 
estments.  Just  weeks  ago,  its  parent, 
Jompagnie  de  Suez,  announced  plans 
o  rein  in  Indosuez'  global  investment 
anking  ambitions  and  slash  costs.  Now 
'aribas  is  expected  to  start  facing  real- 
;y,  as  well.  Some  analysts  believe 
'aribas  will  sell  a  real  estate  develop- 
lent  unit  and  is  preparing  to  write 
own  as  much  as  $500  million  from  the 
alue  of  its  30%  stake  in  Compagnie  de 
Javigation  Mixte,  a  diversified  holding 
ompany. 

Paribas  should  wind  up  better  fo- 
used  on  its  international  investment 
anking  franchise.  But  at  home,  it  and 
ther  lenders  still  face  unrelenting  com- 
etition  from  mutual  and  cooperative 
anks  such  as  Credit  Agricole,  as  well 
s  the  expansion-minded  post  office.  So 
ank  executives  likely  will  face  more 
*e  than  thanks  from  stockholders  for 
ome  time.  "If  there  isn't  enough  move- 
ient,  shareholders  will  lose  patience," 
ays  Levy-Lang.  They're  losing  patience 
rith  a  lot  more  than  Paribas.  And  they 
ice  a  long  wait  before  France's  overex- 
3nded  lenders  fully  mend  their  ways. 

By  Bill  Javetski  in  Paris, 
with  bureau  reports 


FRANCE 


CHIRAC'S 
LIGHTNING  STRIKE 


Two  moves  will  shake  up  the  bloated  defense  industry 


Arms  makers  around  the  world  have 
long  wondered  when  France  would 
join  the  industry  trend  and  consoli- 
date its  defense  companies.  On  Feb.  21, 
President  Jacques  Chirac  at  last  made 
his  move:  Turning  merger  broker,  he 
strongly  urged  the  nation's  two  big  air- 
craft builders — state-owned  Aerospa- 
tiale and  family-controlled  Dassault  Avi- 
ation— to  fuse  within  two  years.  At  the 
same  time,  he  ousted  ceo  Alain  Gomez 
of  state  consumer-and-defense  electron- 
ics giant  Thomson  and  announced  plans 
to  sell  the  company  by  yearend. 

Pressures  for  a  shakeup  have  been 
mounting.  Adjusting  to  the  post-cold- 
war  era,  Britain,  Germany,  and  Italy 


least  part  of  the  government's  76%  stake. 
The  holding  company  is  also  expected 
to  merge  with  its  richer  affiliate,  Thom- 
son-csF,  a  defense  electronics  company. 

Gomez  lost  his  job  because  he  ob- 
jected to  the  merger  with  Thomson- 
CSF,  analysts  say.  The  deal  would  dilute 
the  42%  of  Thomson-CSF  shares  that 
are  publicly  traded.  Not  surprisingly, 
those  shares  fell  11%,  to  $23.80,  on  the 
day  Gomez  was  pushed  out.  Now,  Mar- 
cel Roulet,  63,  his  newly  appointed  suc- 
cessor, will  have  to  see  the  Chirac 
strategy  through.  Roulet,  the  ex-chair- 
man of  state-owned  giant  France 
Telecom — which  owns  20%  of  Thom- 
son— was  replaced  last  year  after  he 


BIG  CARROT 

Chirac  promises  that  the  French  air  force 
will  place  a  hefty  order  for  Dassault's  Rafale 
fighter  if  the  family  agrees  to  a  merger 


have  already  taken  major  steps  to  re- 
structure their  military  Establishments. 
Beyond  that,  the  stubborn  French  bud- 
get deficit — 5.5%  of  gross  domestic  prod- 
uct in  1995 — has  left  Gallic  leaders  with 
little  choice  but  to  tighten  up.  Both 
Thomson  and  Aerospatiale  are  financial- 
ly shaky.  Thomson  lost  $348  million  in 
1994  and  is  still  bleeding  red  ink,  ana- 
lysts say.  For  1995,  Aerospatiale,  with 
$7.8  billion  in  sales,  is  expected  to  an- 
nounce its  fourth  consecutive  annual 
loss.  Both  have  been  badgering  the  gov- 
ernment for  $2  billion  in  new  capital. 
THINNER  SLICE.  But  Chirac  has  other 
ideas.  He  wants  Aerospatiale  to  grab 
cash-rich  Dassault,  which  is  45%  govern- 
ment-owned and  builds  the  Mirage  fight- 
er and  Falcon  executive  jets.  The  aim  is 
to  create  a  French  aviation  giant.  And  at 
Thomson,  the  plan  is  for  a  sell-off  of  at 


pushed   for  privatizing  the  outfit. 

With  defense  soaking  up  only  10%  of 
French  GDP,  down  from  12%  in  1991, 
and  with  exports  drying  up,  arms  mak- 
ers are  likely  to  accept  a  reshuffling.  A 
Dassault- Aerospatiale  merger  has  been 
a  government  dream  for  a  decade,  but 
the  Dassault  family,  which  owns  45%  of 
the  company,  has  resisted.  So  Chirac  is 
promising  that  the  French  ah-  force  will 
place  a  major  order  for  Dassault's  new 
fighter,  the  Rafale,  if  the  family  agrees 
to  the  merger. 

For  France's  proud  defense  compa- 
nies, it's  all  a  big  comedown.  But  these 
days,  France's  wars  are  being  fought 
in  the  budgetary  trenches.  As  Paris 
slashes  defense  jobs  and  spending  fur- 
ther over  the  next  few  years,  more  sell- 
offs  are  likely  to  be  on  the  way. 

By  Stewart  Toy  in  Paris 
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SOME  SEE  A  SMOKESTACK  INDUSTRY.  WE  SEE  SHIFTING  ENVIRONME 

Managing  your  company  in  a  hostile  world  takes  a  partner  who  can  see  beyond  the  obvious,  i  >■ 
AIG  is  uniquely  able  to  protect  you  because  we  have  a  clear  understanding  of  risk,  no  matter  \pa 

form  it  takes.  Since  threats  to  your  business  come  from  many  different  directions,  we  offer  expertisel|| 

only  in  insurance,  but  in  managing  total  marketplace  risk. 

With  offices  in  approximately  130  countries  and  jurisdictions  throughout  the  world,  AIG  ha  a 

unmatched  knowledge  of  local  conditions  and  regulations  garnered  during  75  years  of  internati 


LATION,  CAPITAL  RESTRUCTURING  AND  FUTURE  HEALTHCARE  LIABILITY. 


ation.  In  fact,  AIG  is  the  only  worldwide  insurance  and  financial  organization  that  helps  you  man- 
11  your  business  risk  and  preserve  shareholder  value  through  a  broad  range  ol  customized  services, 
ices  like  environmental  engineering,  global  claims  management  and  political  assessment. 
And  we've  got  the  top  financial  ratings  to  back  us  up.  So  AIG  not  only  sees  what's  out 
,  but  has  the  strength  to  help  you  do  something       WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

tit.  American  International  Group,  Inc .  Dept  A,  70  Pine  Street,  New  York.  NY  10270 
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SWEDEN 


THE  WALLENBERGS'  FLAGSHIP 
MAY  CROSS  THE  OCEAN 

A  U.S.  listing  for  Investor  would  raise  badly  needed  capital 


In  1973,  Claes  Dahlback  moved  to 
New  York  as  a  fledgling  analyst  for 
Swedish  holding  company  Investor, 
and  saw  the  future.  It  was  Wall  Street. 
"I  realized  that  U.  S.  investors  were 
more  interested  in  growth  companies 
than  the  Europeans  were,"  says 
Dahlback,  now  48  and  ceo  of  the  Wal- 
lenberg family's  flagship  company.  "I 
knew  that  Investor  would  have  to  be 
listed  in  New  York  someday."  True  to 
his  word,  this  spring  Dahlback  will  meet 
with  Investor's  board  to  decide  whether 
to  list  the  company  either  on  the  New 
York  Stock  Exchange  or  nasdaq. 
Chances  are  good,  says  Dahlback,  that 
the  board  will  approve  an  offering. 

A  New  York  listing  for  Investor,  now 
44%  Wallenberg-owned,  is  just  one  sign 
that  this  Swedish  institution  is  on  the 
brink  of  big  change.  With  patriarch 
Peter  Wallenberg  nearing  70  and  prepar- 
ing for  retirement,  his  son  Marcus  and 
nephew  Jacob  are  eager  to  leave  their 
stamp.  Although  the  Wallenbergs  are 
not  talking,  Swedish  financial  sources 
say  the  new  generation,  with  Peter's 
blessings,  wants  to  raise  badly  needed 
capital,  broaden  the  shareholder  base, 
move  into  new  areas,  such  as  informa- 
tion technology  and  media,  and  diversify 
Investor's  holdings  outside  Sweden. 
NO  THREAT.  Don't  expect  the  clan  to 
give  up  control.  Promises  Dahlback: 
"The  Wallenberg  family  will  continue  to 
have  the  same  strong  influence."  Yet 
the  family  needs  more  outside  investors 
to  boost  Investor's  stock  price,  which 
trades  around  $35  a  share  in  Stock- 
holm—below its  book  value  of  $38.  That 
discount  is  frustrating  for  executives  at 
Investor,  which  has  major  stakes  in 
truckmaker  Scania,  Saab  Auto,  drug- 
maker  Astra,  forest-products  company 
Stora,  telecom  company  L.  M.  Ericsson, 
and  appliance  manufacturer  Electrolux. 
It  also  controls  Incentive,  another  in- 
vestment company  with  positions  in 
heavy-machinery  manufacturer  Asea  and 
auto-parts  maker  Garphyttan. 

Now  is  the  time  for  the  Wallenbergs 
to  attract  foreign  investors.  Scania,  Astra, 
and  other  holdings  all  had  a  great  year, 
and  Investor's  1995  pretax  profits  jumped 
57%,  to  $685  million.  A  global  public  of- 
fering of  Scania  should  bring  in  $2.2  bil- 


lion to  Investor,  while  Astra  plans  a  U.  S. 
listing  as  well.  Meantime,  Investor  may 
also  sell  shares  in  Electrolux  and  Asea. 

Dahlback  already  has  to  deal  with 
one  big  U.  S.  shareholder:  Heine  Secu- 
rities, run  by  renowned  stock  picker 
Michael  Price,  who  holds  a  7%  stake  in 
Investor.  Dahlback  says  he  sees  no 


THE  PATRIARCH:  Peter  Wallenberg  is 
nearing  70  and  preparing  to  retire 

threat  in  Price,  who  recently  helped 
force  the  sale  of  Chase  Manhattan  Bank. 
But  having  a  large  number  of  American 
investors  will  be  a  new  experience  for 
the  Wallenbergs.  U.  S.  investors  are 
more  likely  than  Europeans  to  push  for 
a  voice  in  company  affairs. 

What's  more,  to  interest  potential 
shareholders,  the  company  will  have  to 
disclose  more  of  its  plans.  For  exam- 
ple, it's  unclear  whether  Investor  will 
buy  the  rest  of  Incentive  or  do  another 
deal  within  the  Wallenberg  companies. 


Such  maneuvering  might  not  boost  le 
shares.  "As  long  as  there's  a  questiorit 
would  be  troublesome  for  the  stocf 
says  Peter  Dombos,  an  analyst 
Aragon  Fondkommission  in  Stockhol 

Investor  officials  say  the  market 
be  more  appreciative  after  cash  fi 
the  Scania  sale  is  used  to  pay  doM 
debt  of  $785  million  and  plowed  i  p 
growth  companies.  Investor  recently  | 
money  into  WM-data  in  Sweden  ;| 
Tietotehdas  in  Finland,  two  compa: 
that  design  software  and  operate 
porate  data  systems.  Investor  is 
studying  the  possibility  of  buildin 
media  conglomerate  around  its  sta 
in  Stockholm  daily  paper  Svenska 
bladet  and  commercial  TV  station  T 


The  Wallenber 
Empire 

THE  COMPANY 

Investor,  the  Wallenberg 
holding  company,  has  maj 
stakes  in  Scania,  Elec- 
trolux, broadcaster  TV4, 
Ericsson,  drugmaker  Astral 
Saab  Auto,  and  ball  beariri 
maker  SKF.  Investor  also 
controls  Incentive,  another| 
holding  company. 

THE  PROBLEM 

Despite  a  57%  rise  in 
1995  pretax  profits, 
Investor  stock,  at  $35  a 
share,  lags  behind  book  va| 
ue  of  $38  a  share. 

THE  PLAN 

Offer  new  Scania  shares  inf 
New  York,  list  Investor  in 
New  York,  and  raise  capita 
for  more  promising  invest- 
ments, such  as  high  tech. 

DATA:  COMPANY  REPORTS 

Some  of  the  Scania  proceeds  coj 
shore  up  beleaguered  Saab  Automobj, 
which  Investor  owns  50-50  with  G'H 
eral  Motors  Corp.  Officially,  no  decisW' 
has  been  made  about  whether  to  jf 
money  into  Saab  or  sell  out  to  (I 
Sources  say  Investor  considers  Saab  o 
prestigious  to  let  it  be  taken  over  toll- 
ly  by  an  American  company.  Dahlbik 
may  face  some  tough  questions  if  ■ 
much  money  is  tunneled  into  Saab,  p. 
and  the  Wallenbergs  will  have  to  m 
used  to  a  noisier  class  of  shareholcr 
as  Investor  reinvents  itself. 

By  Ariane  Sains  in  Stockholm,  urn 
Paula  Dwyer  in  London 
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{ pattern  of  disturbing 
)ehavior-from  saber- 
•attling  over  Taiwan  to 
;trong-arming  Western 
msiness-is  causing  concern 
tbout  China's  swiftly 
growing  power 


RETHINKING  CHINA 


rhis  was  the  hope:  After  decades  of  hostility  and  con- 
flict, China  would  open  to  the  outside  world  and 
embrace  at  least  some  Western  values.  Businesses 
would  be  able  to  tap  the  Middle  Kingdom's  vast 
market,  creating  wealth  at  home  and  in  China. 
Gradually,  as  the  Chinese  tasted  the  fruits  of  eco- 
smic  progress,  they  would  demand  and  obtain  greater  po- 
tical  freedom,  easing  both  the  Communist  Party's  iron 
rip  and  any  possible  threats  from  the  People's  Liberation 
rmy. 

Today,  that  vision,  which  has  framed  the  world's  approach 
)  China  for  15  years,  is  being  put  to  a  crucial  test.  The  rea- 
)n  is  that  China  is  making  a  surprisingly  huge  impact  every- 
here,  from  the  Taiwan  Strait  to  shop  floors  in  America,  in 
•ays  that  weren't  predicted  when  Deng  Xiaoping  opened 
is  country  to  the  world  in  1979.  In  stunningly  short  order,  a 
owerful  China  has  emerged.  As  an  economic  force,  it  is  en- 
ding and  altering  the  global  marketplace — and  in  some  cas- 
3,  writing  its  own  rales. 

The  new  China  holds  out  both  promise  and  peril.  Alongside 
le  potential  of  the  world's  largest  untapped  market  is  the 
anger  of  a  poorly  understood  nation  whose  political  and 
lilitary  agenda  is  increasingly  at  odds  with  that  of  its  neigh- 
ors  and  would-be  partners.  Partly  as  a  result  of  this  disso- 
ance,  a  rethinking  of  China  is  beginning  to  take  shape  in 
Western  corridors  of  power.  In  some  sense,  it's  a  more  impor- 
mt  reassessment  than  the  one  that  took  place  following 
le  Tiananmen  Square  massacre  of  1989.  That  could  be  ex- 
lained  as  a  one-time  tragedy,  however  reprehensible.  Now,  as 
'hina  toughens  its  line  on  a  range  of  issues,  some  China- 
'atchers  are  wondering  if  an  economic  colossus  is  emerging 
iat  could  challenge  Western  interests  while  shunning  polit- 
*al  reforms  at  home. 

Around  the  globe,  concerns  about  China's  economic  strength 
are  mounting.  China  chalked  up  a 
iEIJING  OPERA  MASK  $35  billion  trade  surplus  with  the 
^hat  lies  behind  U.S.  last  year,  while  its  own  mar- 
h  M     rii"     '  ^s  rema'n  closed  in  sectors  where 

tie  IN ew  China  S  U.S.  businesses  are  competitive,, 

illlStering  facade?      such  as  telecom  services  and  finance. 


Cover  Story 


Japan's  deficit  amounted  to  $14  billion,  while  Europe's  has  dou- 
bled, to  more  than  $13  billion.  In  intellectual  property,  China 
is  notorious  as  one  of  the  world's  greatest  ripoff  artists  and 
seems  increasingly  bent  on  strong-anning  U.S.  and  European 
companies  into  transferring  jobs  and  technology  as  the  cost  for 
entering  its  markets  (page  59).  Already,  China  is  chmTiing  out 
electronic  products  from  color  TVs  to  semiconductors,  and  it's 
determined  to  develop  its  own  globally  competitive  players  in 
fields  such  as 
aerospace  and 
autos. 

But  Chi- 
na's economic 

power  becomes  more  ominous  to  the  West  as  its  Communist 
leaders  continue  to  crack  down  on  dissent.  Eveiything  from 
the  harsh  14-year  sentence  given  last  December  to  human- 
rights  activist  Wei  Jingsheng  to  the  neglect  of  female  orphans 
offends  Western  sensibilities.  Without  a  strongman  at  the 
helm,  Beijing's  leaders  are  obsessed  with  social  stability. 
Donning  Mao  suits  and  making  conservative  speeches  to 
prove  Ms  credentials,  President  Jiang  Zemin,  Deng  Xiaoping's 
handpicked  successor,  is  stoking  nationalist  sentiment  while 
shunning  risky  reforms.  In  mid-February,  for  example,  China 
ordered  users  of  the  Internet  to  register  with  the  police  or 
face  punishment. 

RUSSIAN  ARMS.  Meanwhile,  the  role  of  the  military  is  rising. 
To  bolster  his  position,  Jiang  is  giving  the  generals  a  bigger- 
say  in  foreign  policy  than  they  had  in  the  Deng  era.  After 
years  of  skimpy  military  budgets,  the  3  million-strong  People's 
Liberation  Army  is  gaining  a  bigger  slice  of  the  pie.  Russian 
weapons  are  flowing  into  China  at  record  speed,  including  the 
recent  purchase  of  26  Su-27  fighter  aircraft.  In  a  show  of 
force,  the  army  has  mobilized  150,000  troops  for  large-scale 
maneuvers  aimed  at  intimidating  Taiwan.  Equally  disturbing 
are  China's  sales  of  nuclear  technology'  to  Pakistan  and  U.  S. 
archenemy  Iran. 

Such  developments  are  heightening  concerns  in  Washington. 
"Our  policy  accepts  China  at  its  word  when  it  says  that  it 
wants  to  become  a  responsible  world  power,"  says  U.S.  De- 
fense Secretary  William  J.  Perry.  "But  China  sends  quite 
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Suddenly,  Old  Assumptions 
Are  Being  Questioned 
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ASSUMPTION 

China's  vast  market  will  create 
opportunities  tor  multinational 
companies  and  help  spur  job 
creation.  A  competitive  challenge 
from  China  is  decades  away. 

With  market  forces  set  loose, 
China's  socialist  economy  will 
crumble  as  private  companies 
replace  the  state  sector. 

Economic  reform  in  China  will 
lead  to  political  liberalization 
as  the  Communist  Party's  grip 
on  society  eases. 

The  People's  Liberation  Army 
will  become  a  purely  pro- 
fessional military  that  stays 
out  of  politics  and  refrains 
from  foreign  adventures. 


REALITY 

Some  companies  are  making 
money,  but  because  they  are  localiz- 
ing production,  unions  back  home 
fear  that  they  are  losing  jobs  to  low- 
paid  Chinese  workers. 

China  is  not  privatizing  large  enter- 
prises. It  is  pushing  industrial  pol- 
icies that  put  pressure  on  multina- 
tionals to  transfer  technology. 

Chinese  are  focusing  on  getting 
rich  rather  than  on  politics.  The 
party  remains  in  control,  as  it  cracks 
down  on  dissent  and  the  media. 

The  PLA  is  emerging  as  a  kingmaker 
in  the  post-Deng  leadership  struggle 
It  is  threatening  Taiwan  with  force 
and  allegedly  selling  nuclear  tech- 
nology to  Pakistan  and  Iran. 


DATA.  BUSINESS  WEEK 

the  opposite  message  when  it  conducts  missile  tests  and 
large  military  maneuvers  off  Taiwan,  when  it  exports  nucle- 
ar-weapons technology  or  abuses  human  rights,"  he  adds. 
While  the  Clinton  Administration  wants  "comprehensive  en- 
gagement" with  Beijing,  the  dialogue  is  clearly  not  going 
well.  New  strategies  are  needed  (page  65). 

Magnifying  the  perception  of  China  as  a  danger  is  the 
hard  line  toed  by  the  current  leadership.  As  Beijing  politicians 
jockey  to  consolidate  power  while  Deng  grows  frail,  they 
cannot  afford  to  appear  weak  by  kowtowing  to  the  West. 
Their  saber-rattling  over  Taiwan  has  sent  tremors  throughout 
Asia.  China  considers  Taiwan  to  be  a  Chinese  province,  and 
Beijing's  leaders  are  trying  to  scare  the  Taiwanese  from  vot- 
ing for  pro-independence  candidates  in  the  Mar.  23  presi- 
dential elections.  China  sees  its  posture  toward  Taiwan  not  as 
a  foreign  military  adventure  but  as  an  internal  matter. 
NEAR-FEUDAL  conditions.  What  is  missed  in  this  contre- 
temps is  that  the  Chinese  military  cannot  act  much  beyond  its 
own  coast  without  great  cost.  It  could  surely  punish  Tai- 
wan, but  it  has  no  blue-water  navy  or  mainline  battleships. 
The  largest  and  most  modern  vessel  it  boasts  is  a  small  de- 
stroyer that  is  obsolete  by  U.S.  standards.  So  while  a  shoot- 
ing war  with  Taiwan  is  always  possible,  it  is  highly  unlikely. 

More  important,  for  all  its  aspirations,  China  remains  a 
vast  developing  country,  with  a  per  capita  annual  income  of 
$450.  Many  of  its  700  million  peasants  live  in  near-feudal  con- 
ditions, while  100  million  have  flooded  into  the  cities  looking 
for  work.  If  unemployment  hits  a  predicted  rate  of  7%  in 
four  years,  an  additional  54  million,  about  equivalent  to 
France's  entire  population,  will  be  on  the  streets.  Crime 


and  corruption,  already  on  the  rise,  could  wors*. 

Even  so,  the  expectations  of  the  Chinese  p<- 
ple  have  risen  to  the  point  where  China's  leades 
can't  really  slow  the  pace  of  reform  sharply  t 
cause  they  need  growth  to  retain  power.  Bi 
jing  damped  economic  growth  to  10%  in  195 
from  11%  a  year  earlier,  in  part  by  reining  in  t 
most  prosperous  provinces.  But  few  expe 
growth  lower  than  9%  for  the  next  decade. 

So  while  many  bold  economic  changes  a 
stalling,  others  are  accelerating — such  as  plans  fl 
a  convertible  currency  that  would  tie  financj}- 
markets  firmly  to  the  outside  world.  China  f 
also  moving  forward,  albeit  not  at  a  pace  til 
U.S.  seeks,  to  protect  intellectual-property  righli 
Beijing  will  dramatically  slash  tariffs  in  Apm 
In  the  past  two  years,  it  has  also  enacted  & 
unprecedented  number  of  new  laws  to  bolstl 
foreign-investor  confidence. 
VOLATILE  SWINGS.  The  path  of  Chinese  histoi 
has  often  been  alarmingly  erratic,  unlike  til 
well-oiled  rise  of  postwar  Japan.  But  China  hasl 
population  10  times  Japan's,  and  sheer  size  makl 
fine-tuning  the  economy  impossible.Volatile  swinl 
can  wreak  havoc:  One  bad  crop  year,  for  exampj 
would  wipe  out  the  huge  trade  surplus. 

But  as  in  Taiwan  or  South  Korea,  it  could  t; 
a  decade  or  two  more  for  deep  political  change 
take  root.  A  more  enlightened  generation  of  C 
nese,  many  with  Western  educations,  is  waiting 
inherit  power.  "Before  you  know  it,  people  my  a 
will  be  running  China,"  says  a  fortysomethi 
mainland  economist  educated  in  the  U.S. 
But  accepting  such  a  view  requires  patience  of  Weste 
policymakers,  and  that's  in  precious  short  supply  as  Chi 
shoulders  its  way  onto  the  world  scene.  From  Seoul  to  Sing 
pore,  Asian  leaders  are  also  trying  to  find  ways  to  deal  ca 
with  the  giant  that  has  awakened  in  the  neighborhood.  F 
Americans,  though,  China  combines  all  the  emotional  issues:  t 
fear  of  job  losses,  a  human-rights  record  that  still  offen 
American  values,  and  fears  of  military  confrontation.  That  is 
potent  brew  indeed — particularly  in  an  election  year. 

As  the  West's  debate  about  China  expands,  it  is  sparki 
a  reaction  from  the  mainlanders,  who  fear  an  effort  to  "co 
tain"  their  country's  rightful  emergence.  Although  the  Ch 
nese  may  not  be  enamored  of  then-  present  leadership,  m; 
give  Beijing  credit  for  overseeing  the  most  prosperous  per 
od  in  modern  history.  When  the  U.S.  lobbies  against  holdin 
the  Olympics  in  Beijing  or  threatens  to  revoke  China's  mos 
favored-nation  trade  status,  these  attacks  are  considere 
strikes  against  China  as  a  nation — and  not  against  the  lea 
ership  they're  intended  to  punish.  "As  a  Chinese,"  says  a  3 
year-old  computer  engineer  in  Beijing,  "I'm  getting  disgus 
ed  with  the  U.  S." 

That's  what  makes  the  current  situation  so  unsettling.  N 
matter  what  happens  with  Beijing's  power  struggle  and  tb 
fist-shaking  at  Taiwan,  China's  already  large  economy  is  set  t| 
double  in  the  next  8  years,  making  it  the  world's  sixth-largest 
while  its  military  capability  will  grow  considerably.  The  stag 
will  be  set  for  one  of  the  most  important  showdowns  of  th 
early  21st  century. 

By  Joyce  Barnathan  in  Hong  Kong,  with  Stan  Crock  i'a 
Washington,  Bruce  Einhorn  in  New  York,  and  bureau  reporti 


Many  Chinese  consider  U.S.  attacks  on  Beijing's  human- 
rights  abuses  to  be  strikes  {against  China  as  a  nation 


58  BUSINESS  WEEK  /  MARCH  4,  1996 


iLOBAL  TREMORS 
:ROM  AN  UNRULY  GIANT 

hina  finally  awakens-and  the  world  braces  for  a  new  economic  superpower 


troll  past  the  white-barked  plane  trees  and  worn  build- 
ings in  the  ancient  Yangtze  River  city  of  Nanjing,  and 
suddenly,  through  the  branches,  looms  the  enormous 
blue  and  white  sign  of  Panda  Electronics  Group,  a 
p-tier  member  of  China's  expanding  industrial  elite. 
Here  a  New  China  is  hard  at  work.  Thousands  of  white- 
locked  women  crank  out  boxloads  of  televisions,  videocas- 
tte  recorders,  and  digital  switches — goods  that  give  new 
eaning  to  the  words  "Made  in  China."  But  Panda's  ambitious 
ials  are  what  really  make  it  distinctive.  Within  the  next  five 
sars,  it  also  expects  to  be  a  player  in  multimedia  personal 
mputers,  mobile-phone  base  stations,  and  airborne  trans- 
itters.  "Our  emphasjs  will  be  on  high  tech,"  says  Yuan 


TECH  BOOM 

Checking  copier 
drums  at  Xerox' 
Shanghai  plant 


power  generators,  and  computer  to- 
mography scanners. 

By  masterfully  leveraging  access  to 
its  market,  Beijing  is  getting  multina- 
tionals to  subsidize  large  research  and 
development  institutes,  modernize  uni- 
versity curriculums,  and  promise  to  use  China  as  an  export 
base.  Thanks  to  investments  from  Taiwan  and  Hong  Kong, 
Chinese  engineers  are  helping  produce  computer  mother- 
boards, cd-rom  products,  and  educational  computer  toys.  The 
semiconductor  industry,  virtually  nonexistent  a  decade  ago, 
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could  have  joint  ventures  producing  chips  with  superfine  cir- 
cuit lines  at  a  0.3-micron  level  by  2000 — about  the  same  as 
South  Korea  today. 

Western  corporations  are  rushing  aboard  this  next  indus- 
trial lift-off.  But  the  price  of  entry  is  mainly  on  Chinese 
terms,  and  as  they  offer  up  their  tech  secrets,  anxiety  is 
growing.  For  some,  China  increasingly  represents  the  dark 
side  of  globalization.  "You  sit  back  and  wonder,"  says  George 
J.  Kourpias,  president  of  the  International  Association  of 
Machinists  &  Aerospace  Workers.  "Is  this  the  new  global 
economy  that  we're  all  being  urged  to  embrace?" 

The  concerns  about  China  extend  to  think  tanks,  government 
offices,  and  corporate  suites  in  most  industrial  countries.  As 

China's  joint  ventures 
begin  to  export  more, 
Chinese  policy,  not  just 
comparative  advan- 
tage, will  be  a  force  in  determining  winners  and  losers  in  in- 
dustries across  the  world.  For  instance,  multinationals  that  have 
followed  Beijing's  rules  may  use  their  Chinese  factories,  rather 
than  U.  S.  plants,  to  meet  the  huge  demand  for  goods  in  the 
developing  world.  Southeast  Asian  and  Latin  American  coun- 
tries, even  with  billions  for  new  investment  in  better  facilities 
and  education,  are  also  finding  it  hard  to  compete. 

Of  the  world's  big  traders,  China  is  in  a  protectionist 
league  of  its  own.  While  Beijing  is  enacting  substantial  lib- 
eralization, prohibitive  duties  and  arbitrary  rules  still  curb  im- 
ports of  everything  from  cars  to  computers.  Foreign  invest- 
ment in  services  such  as  telephone  networks,  consumer 
banking,  and  publishing  is  sharply  limited  or  banned  alto- 
gether. And  planners  are  drafting  policies  that  will  demand 
foreign  investors  increase  their  transfer  of  technology  and 
raise  their  exports  of  Chinese-made  goods.  To  build  a  $420 
million  color-TV  plant  in  Shanghai,  for  instance,  Sony  Corp. 
had  to  promise  to  export  70%  of  production. 
mercantilist  JUGGERNAUT.  Because  its  application  to  enter 
the  World  Trade  Organization  has  stalled,  China  may  be  able 
to  play  this  game  for  years.  The  thought  of  such  a  colossal, 
unregulated,  and  unruly  object  hurtling  through  the  global 
economy  makes  analysts  shudder.  "China's  sheer  size  means 
the  rest  of  the  world  has  to  take  developments  there  very  se- 
riously," says  Marcus  Noland  of  Washington's  Institute  of 
International  Economics.  "It  is  the  single  biggest  potential 
threat  to  the  world  trade  system." 

The  first  casualties  are  starting  to  appear.  Both  Boeing  Co. 
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and  McDonnell  Douglas  Corp.  have  laid  off  skilled  workers  ; 
ter  shifting  production  to  China.  James  Aldridge,  a  30-ye 
McDonnell  Douglas  assembly  specialist,  worked  at  a  spra^f* ,: 
ing  Torrance  (Calif.)  plant  that  made  parts  for  jets.  Now, 
one  of  only  244  left  after  massive  layoffs,  he  has  been  shur  Si 
ed  to  a  warehouse  and  expects  that  the  company  will  soon  1  f  i 
moving  even  that  to  China,  where  it  assembles  midsize  Ml 
90  jets.  "The  handwriting  is  on  the  wall,"  he  says. 

This  is  ready  ammunition  for  trade  warriors  who  fear  th 
China  is  becoming  a  mercantilist  juggernaut.  This  sprin 
Congress  may  resurrect  the  debate  over  whether  to  rescii 
China's  most-favored-nation  trade  status.  Along  with  tl  ft 
usual  hot  buttons  of  human-rights  abuses  and  illegal  am  isli 
sales,  such  issues  as  technology  transfer,  exports  of  U.I  f ' 
jobs,  piracy  of  software  and  music,  and  the  ballooning  tra(  M< 
gap  are  likely  to  become  more  prominent. 

It's  easy  to  overstate  China's  economic  threat.  It  has  dynam 
exporter's,  but  it  poses  little  threat  today  in  heavy  and  high-ted') 
industries,  which  are  controlled  by  the  inefficient  state  sectc 
Beijing  enforces  protectionist  rules,  but  imports  have  grown  al  it 
most  as  fast  as  exports  over  the  jqast-i^years  .Through  ioiAiei 
fauter  wfiat  Happens  vViui  xserjrhgs  power  struggle^ and  tile" 
st-shaking  at  Taiwan,  China's  already  large  economy  is  set  tc; 
>uble  in  the  next  8  years,  making  it  the  world's  sixth-largest, 
Jiile  its  military  capability  will  grow  considerably.  The  stage 
ill  be  set  for  one  of  the  most  important  showdowns  of  the 
irly  21st  century. 

\By  Joyce  Barnatlxni  in  Hong  Kong,  with  Stan  Crock  in 
tashington,  Bruce  Einhorn  in  New  York,  mid  bureau  reports 

[ttacks  on  Beijing's  human- 
igainst  China  as  a  nation 
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ltures,  multinationals  are  getting  impressive  access  in  key 
tors,  with  80%  of  car  sales,  90%  of  PCs,  and  almost  100%  of 
3Com  equipment.  The  trade  surplus  with  the  U.S.  is  growing, 
;  the  U.S.  estimate  of  $35  billion  does  not  account  for  ser- 
es, the  high  content  of  imported  components  in  Chinese- 
de  exports,  or  the  billions  worth  of  U.S.  goods  transshipped 
smuggled  into  China  through  Hong  Kong. 
Multinationals  contend  that  transferring  technology  is  large- 
risk-free.  Many  pioneers  in  China  have  reaped  rewards 
-hout  creating  new  competitors.  Since  United  Technologies 
rp.'s  Otis  Elevator  Co.  started  a  joint  venture  in  the  north- 
i  Chinese  city  of  Tianjin  in  1984,  it  has  moved  ahead  of  Mit- 
)ishi  Corp.  and  Schindler  Elevator  Corp.  to  capture  25%  of 
■  expanding  market.  This  year  it  will  double  its  capacity,  to 
30  elevators.  "We  bring  the  latest  technology,"  says  Richard 
Latham,  president  of  ut's  China  operations.  Yet  little  of  that 
)whow  has  leaked  to  the  200  local  elevator  makers,  whose 
)ducts  are  far  from  world  standards. 
Otis'  success  has  opened  doors  for  other  units  of  UT,  which 
i  invested  some  $500  million  in  ventures  ranging  from 
Her  air  condi^Qtiers  and  Transicold  refrigerated  trucks  and 


railcars  to  Pratt  &  Whitney  jet-engine  parts.  An  additional  10 
joint  ventures  are  under  negotiation.  By  having  such  a  huge 
presence,  Latham  believes  UT  companies  also  have  an  edge  in 
landing  big  orders  for  U.S.-made  power  generators  and  high- 
end  air  conditioners. 

Still,  China's  efforts  to  milk  more  out  of  foreigners  means 
few  secrets  are  really  safe.  The  Chemical  Industry  Ministry  has 
long  been  suspected  of  passing  proprietary  formulas  obtained 
through  joint  ventures  with  foreign  chemical  and  pharmaceu- 
tical companies  to  other  state-owned  factories.  Moreover,  now 
that  the  West  has  relaxed  restrictions  on  high-tech  sales  to 
communist  countries,  it's  also  possible  that  technology  will  be 
diverted  to  China's  ambitious  military.  McDonnell  Douglas 
sold  sophisticated  machine  tools  under  pressure  from  Beijing 
for  use  at  a  civilian  aircraft  plant;  it  later  learned  the  machin- 
ery went  to  a  factory  producing  defense  fighters  and  missiles. 
MENACING  MICROSOFT.  The  demands  on  multinationals  to 
help  make  Chinese  industry  competitive  are  unrelenting.  Mi- 
crosoft Corp.,  under  threat  of  having  its  software  banned,  co- 
developed  a  Chinese  version  of  Windows  95  with  a  local 
partner  and  agreed  to  aid  efforts  to  develop  a  Chinese  soft- 
ware industry.  Chubb  Corp.,  one  of  more  than  40  foreign 
insurers  competing  for  a  new  license  to  operate  in  China,  is 
promising  to  build  a  $1  million  "insurance  university"  in 
Shanghai.  Northern  Telecom,  AT&T,  Alcatel  Alsthom,  and  oth- 
ers have  established  tie-ups  in  wireless  communications,  net- 
works, and  microchips.  They  have  also  established  local  labs, 
sent  researchers  to  the  West,  and  brought  Chinese  engi- 
neers into  their  product-development  networks. 

No  one  has  outdone  General  Motors  Corp.  in  the  effort  to 
win  over  the  Chinese.  To  beat  out  Ford  Motor  Co.  for  the  right 
to  become  a  50%  partner  in  a  $2  billion  project  to  build  midsize 
sedans  in  Shanghai,  GM  offered  to  biing  in  dozens  of  parts  joint 
ventures  and  design  much  of  the  car  in  China.  It  also  will  set 
up  five  research  institutes  to  teach  Chinese  engineers — most  of 
whom  don't  even  drive  cars  themselves — to  turn  technological 
theory  in  fields  such  as  power  trains  and  fuel-injection  systems 
into  applications.  China  will  become  an  important  part  of  gm's 
global  sourcing  network.  Says  gm  China  President  Rudolph  A. 
Schlais  Jr.:  "We've  made  the  level  of  what  it  takes  to  partici- 
pate here  a  hell  of  a  lot  higher." 

Yet,  given  its  self-image  as  a  21st  century  superpower,  Chi- 
na may  not  be  satisfied  just  being  part  of  a  foreign  company's 
network,  observes  Denis  Fred  Simon,  a  technology-transfer 
specialist  with  Andersen  Consulting:  "They  talk  techno-glob- 
alism,  but  deep  down,  they're  techno-nationalists.  They  don't 
want  to  be  incorporated  into  an  interdependent  world." 

If  China  is  destined  to  be  the  world's  biggest  market  for 
everything  from  cars  to  electrical  appliances  to  computers, 
Beijing  policymakers  ask,  what's  wrong  with  wanting  strong 
local  industries?  "To  build  a  modern  telecom  network  is  im- 
possible if  you  only  import,"  says  Xu  Shangyan,  a  Ministry  of 
Posts  &  Telecommunications  director.  "We  must  build  a  do- 
mestic industry." 

But  in  scanning  China's  industrial  landscape,  planners  see 
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raise  their  exports  of  Chinese-made  goods.  To  build  a  $420 
million  color-TV  plant  in  Shanghai,  for  instance,  Sony  Corp. 
had  to  promise  to  export  70%  of  production. 
mercantilist  juggernaut.  Because  its  application  to  enter 
the  World  Trade  Organization  has  stalled,  China  may  be  able 
to  play  this  game  for  years.  The  thought  of  such  a  colossal, 
unregulated,  and  unruly  object  hurtling  through  the  global 
economy  makes  analysts  shudder.  "China's  sheer  size  means 
the  rest  of  the  world  has  to  take  developments  there  very  se- 
riously," says  Marcus  Noland  of  Washington's  Institute  of 
International  Economics.  "It  is  the  single  biggest  potential 
threat  to  the  world  trade  system." 

The  first  casualties  are  starting  to  appear.  Both  Boeing  Co. 
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's  power  stfTIggTe' anu  Ui&' 
fet-shakmg  at  Taiwan,  China's  already  large  economy  is  set  to 
juble  in  the  next  8  years,  making  it  the  world's  sixth-largest, 
hile  its  military  capability  will  grow  considerably.  The  stage 
ill  be  set  for  one  of  the  most  important  showdowns  of  the 
irly  21st  century. 

By  Joyce  Barnathan  in  Hong  Kong,  with  Stan  Crock  ini 
fashington,  Bruce  Einhorn  in  New  York,  and  bureau  reports. 
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e've  come  up  with  a 
hole  new  world 
nguage.  It's  got  people 
erywhere  talking. 


The  world's  first  standard  in 
digital  mobile  communications 
goes  by  the  name  of  GSM  - 
Global  System  for  Mobile  Com- 
munications. Deutsche  Telekom 
played  a  key  role  in  its  devel- 
opment. With  GSM,  as  well  as 
ISDN  and  ATM,  we're  laying 
vital  stepping  stones  toward 
the  global  information  infra- 
structure of  the  future. 


Together  with  our  European 
partners,  we  at  Deutsche  . 
Telekom  have  created  the  GSM 
standard  for  digital  mobile  com- 
munications. It  marks  a  mile- 
stone on  the  road  to  improved 
international  understanding, 
a  landmark  pointing  the  way  to 
guaranteed  quality,  coverage 
and  reliability  of  transmission. 
GSM  is  the  key  to  true  world 
mobile  communications. 

European  initiative  for  the 
digital  future  of  the  world. 

In  only  five  years,  GSM  has 
established  itself  as  the  bench- 
mark, the  world's  mobile  com- 
munications standard.  People 
in  over  80  countries  through- 
out four  continents  already 
depend  on  digital  GSM  mobile 
communications  networks,  and 
the  number  is  constantly  grow- 
ing. What's  more,  working  with 
its  partners,  Deutsche  Telekom 
has  for  the  first  time  opened  the 
way  for  unlimited  mobile  com- 
munications between  Europe 
and  North  America,  translating 
GSM  technology  originally 
masterminded  in  Europe  into  a 
new  global  telecommunica- 
tions language. 


Telecommunications 
"made  in  Germany". 

Another  example  of  Deutsche 
Telekom's  technological 
cutting  edge  are  the  Data  Info- 
bahns.  We  operate  the  most 
closely-woven  fiber-optics  net- 
work in  the  world.  Our  cable 
network  is  also  the  world's 
biggest,  some  1 00,000  km  over- 
all, and  our  ISDN  network  the 
most  extensively  developed. 
Plus  we  were  the  first  to  use 
ATM,  the  new,  more  sophisti- 
cated transmission  system  for 
the  communications  fast  lane. 

You  can  share  in  our  success. 

A  key  player  in  telecommunica- 
tions, Deutsche  Telekom  ranks 
No.  1  in  Europe  and  is  the  No.  2 
network  operator  worldwide. 
And  when  it  comes  to  pushing 
forward,  we're  virtually  second 
to  none  as  a  prime  mover. 
Get  to  know  more  about  our 
multimedia  and  online  services, 
our  smart  networks  and  our 
wealth  of  experience  and  know- 
how  -  backed  by  global  part- 
nerships -  and  you'll  get  a  finer 
feel  for  the  cutting  edge  of 
tomorrow's  technology. 


Europe's  No.  1  in 
telecommunications. 


Deutsche 
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China  is  "even  scarier  than  Japan,"  says  analyst  Segal- 
at  least  Tokyo  shares  Washington's  geopolitical  goals 


a  long  way  to  go.  State  companies  in  a  host  of  industries  need 
big  infusions  of  technology  and  capital  to  stand  on  their  own 
when  China  finally  joins  the  wto.  There  are  3000  Chinese 
pharmaceutical  makers,  for  example,  but  only  20%  are  seen  as 
up  to  world  standards.  Some  1  million  PCs  were  sold  in  Chi- 
na last  year.  But  of  the  top  five  brands,  only  one — Beijing's 
Legend  Group — is  local.  And  it's  losing  share. 

To  remedy  that,  the  resurgent  State  Planning  Commission 
in  Beijing  is  focusing  on  bringing  five  "pillar  industries" — au- 

tos,  electronics,  petro- 
chemicals, machinery, 
and  building  materi- 
als— into  the  21st  cen- 
tury. The  goal  is  to  guide  foreign  joint  ventures  and  get  local 
players  to  merge  into  big  groups  like  Korea's  chaebol.  "We 
want  to  elevate  and  develop  our  industrial  products  and  one 
day  replace  the  imports,"  says  Lu  Zheng,  an  industrial  econ- 
omist at  the  Chinese  Academy  of  Social  Sciences. 

To  reach  this  goal,  Beijing  is  willing  to  flout  free-trade  prin- 
ciples. Its  auto-industry  policy,  announced  in  mid-1994,  is 
particularly  harsh.  The  tariff  for  an  imported  passenger  car  is 
100%.  Rather  than  sell  directly  to  consumers,  foreign  auto 
makers  must  deal  with  government  trading  companies.  The 
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CHINA  SYNDROME 

Aldridge  fears  that 
his  job,  like  so  many 
others  at  McDonnell, 
will  be  Shanghaied 


result:  In  the  first  six  months  of 
1995,  vehicle  imports  plunged  by 
60%,  to  around  20,000,  even  though 
domestic  car  sales  surged  7.4%,  to 
719,000.  The  plan  also  said  that  un- 
til 2000,  only  one  new  foreign  auto 
maker  would  be  allowed  to  form 
an  assembly  joint  venture,  resulting 
in  the  fierce  contest  between  Ford  and  <;m. 

Bureaucrats  are  pressing  ahead  in  other  sectors.  Last  Sep- 
tember, the  Electronics  Industry  Ministiy  issued  guidelines  say- 
ing that  all  new  foreign  projects  in  computers,  electric  appli- 
ances, mobile  phones,  and  fax  machines  should  involve  "new 
generations"  of  products  and  "continuous  technology  trans- 
fer." In  addition,  they  must   xport  over  70%  of  production. 

64  BUSINESS  WEEK  /  MARCH  4,  1996 


Policies  are  expected  soon  in  machinery  and  chemica. 

But  as  the  Sino-U.S.  trade  gap  mounts,  critics  ask  wB 
U.  S.  companies  must  jump  through  these  hoops.  Besides  den;, 
ing  access  to  companies  that  can't  afford  to  play  Beijing 
game,  China's  policies  perpetuate  a  structural  imbalance:  T> 
U.S.  can't  directly  export  where  it  has  comparative  advantage 
while  America's  doors  are  wide  open  to  China.  Says  formj 
Deputy  Trade  Representative  Michael  B.  Smith:  "They  only  a| 
letting  in  companies  which  fit  their  master  plan." 
LACKING  THE  TOOLS.  The  Clinton  Administration  has  hJ 
trouble  confronting  this  issue.  It  now  includes  compulsoji 
technology  transfer  and  export  commitments  in  its  litany  i 
unfair  practices.  But  other  than  complaining  to  Beijing,  Cli 
tonites  argue  there's  little  they  can  do  when  U.S.  and  Eur 
pean  rivals  are  still  one-upping  each  other  to  woo  China's  b] 
reaucrats.  "We  are  creating  a  competitor  of  extrenr 
proportions,"  argues  a  senior  U.S.  official.  "But  we  dorl 
have  the  tools  to  deal  with  that  threat." 

With  relations  strained,  talking  China  out  of  its  restricts 
policies  is  becoming  increasingly  difficult.  In  this  respect,  Cli 
na- watcher  Gerald  Segal  at  London's  International  Institute  I 
Strategic  Studies  says  China  "is  even  scarier  than  Japan."  J 
least  with  Tokyo,  he  notes,  Washington  has  a  solid  ally  wij 

common  security  and  geopoli  j 
cal  goals.  Not  so  with  China.  Am 
as  party  hard-liners  turn  moj 
stridently  nationalistic,  they  tei 
to  view  any  setback,  includil 
failure  to  enter  the  wto,  as  pa; 
of  a  grand  U.S.-led  conspiracy 
"contain"  China. 

Many  people  worried  abo 
China  hope  it  will  behave  once 
wins  entry  to  the  world  trad 
club.  But  Beijing  wants  to  rail 
its  domestic  industries  to  wor 
standards  before  fully  opening  v 
and  seems  willing  to  wait- 
less  it  can  enter  under  soft  terrl 
reserved  for  developing  natiori 
The  Chinese  are  also  confide 
that  they  can  exert  leverage 
Western  trade  rulemakers. 
China  isn't  admitted,  "all  co 
tracting  parties  will  suffer,"  sa; 
Sun  Zhenyu,  vice-minister  f 
foreign  trade  and  economic 
operation.  "<  'lima  needs  the  Wl 
and  the  wto  needs  China."  The  rest  of  the  world,  therefor 
faces  a  dilemma.  If  China  is  inside  the  club  without  sharing  tl 
same  obligations,  it  is  big  enough  to  render  the  rules  of  wor 
trade  meaningless.  Having  an  800-pound  gorilla  on  the  loos 
though,  is  just  as  destabilizing. 

The  pressure  will  only  grow.  As  it  continues  to  enjoy  tl 
benefits  of  multinational  largesse,  China  is  turning  into 
greater  threat  to  countries  that  once  saw  it  just  as  a  land 
cheap  labor  and  huge  markets.  So  far,  there's  little  that  of 
cials  in  Washington,  Tokyo,  or  Brussels  are  doing  about 
Companies  anxious  to  get  access  to  China's  riches  are  willii 
to  pay  the  piper.  While  that  continues,  Beijing  may  be  able 
play  by  its  own  rules  for  a  long  time  to  come. 

By  Pete  Engardio  in  Beijing,  with  Dexter  Roberts 
Nanjing  and  bureau  reports 
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COMMENTARY 


By  Amy  Borrus 

CRAFTING  A  REALISTIC  CHINA  POLICY 


The  only  thing  clear  about 
President  Bill  Clinton's 
policy  toward  China  is  that 
it  is  not  working.  Clinton  calls 
his  strategy  "comprehensive 
engagement."  The  idea  is  to  talk 
to  China  on  many  fronts  so  that 
no  single  problem  dominates. 
But  this  piecemeal  approach  has 
been  easy  for  the  Chinese  to 
shrug  off.  Whatever  the  issue, 
from  software  piracy  to  gunboat 
diplomacy  in  the  Taiwan  Strait, 
the  U.S.  is  not  having  much  luck 
at  influencing  Chinese  behavior. 

At  the  same  time,  China's  will- 
ingness to  test  its  growing  eco- 
nomic and  political  muscle  is  set- 
ting off  alarms  in  Washington 
and  East  Asia.  If  Clinton  is  un- 
able to  manage  relations  with 
China,  there  is  a  danger  that  the 
world's  most  populous  nation  and 
the  U.S.  could  wind  up  in  a  kind 
of  21st-century  cold  war.  That 
would  pose  an  enormous  strate- 
gic problem  for  the  U.  S. — and 
put  billions  in  investments  by 
American  companies  at  serious 
risk. 

The  challenge  for  the  Clinton 
Administration  is  to  craft  a  more 
focused,  consistent  China  policy  that 
serves  long-term  U.S.  interests.  One 
aspect  of  the  existing  policy  is  on 
target:  U.S.  and  Chinese  officials 
should  be  talking  often  on  a  wide 
range  of  issues.  Although  the  dia- 
logue has  yielded  scant  results  so 
far,  cutting  it  off  won't  help.  Wash- 
ington must,  however,  sharpen  up 
what  now  seems  to  be  a  scattershot 
approach.  Here's  how: 
■  SET  PRIORITIES.  The  point  of  en- 
gagement should  be  to  integrate 
China  into  regional  and  global  eco- 
nomic and  security  systems.  The 
U.S.  must  focus  its  efforts  on  issues 
that  are  important  and  where  influ- 
ence can  be  brought  to  bear.  Halting 
Chinese  trafficking  in  nuclear- 
weapons  technology  should  be  a  top 
goal  for  Clinton.  The  same  goes  for 
making  sure  China  enters  the  World 
Trade  Organization  on  similar  terms 
to  that  of  other  industrial  nations. 
China  also  has  to  be  aware  that  it 
will  pay  a  big  price  if  it  crosses  the 
line  in  its  efforts  to  intimidate  Tai- 
wan. But  the  U.S.,  unfortunately, 
has  little  leverage  to  compel  Beijing 


to  clean  up  its  hu  TIANANMEN  MARCH 

man-rights  abuses.  n 

■  be  consistent.  Sanctions  may 

Engagement  does    work  for  trade,  but 
not  preclude  being  not  human  rights 
tough  with  China 
when  it  flouts  key  U.S.  interests. 
Rampant  Chinese  piracy  of  Ameri- 
can trademarks  and  copyrights  is  a 
good  example.  If  China  continues  to 
make  a  mockery  of  the  Sino-U.S. 
accord  on  intellectual-property 
rights,  Washington  should  waste 
little  time  in  slapping  on  tough  sanc- 
tions. If  the  U.S.  won't  enforce  ba- 
sic trade  agreements,  how  can  it  ex- 
pect China  to  play  by  the  rules  in 
other  areas,  such  as  security?  Savs 
a  top  U.S.  official:  "The  Chinese 
need  to  understand  that  a  deal  is  a 
deal." 

■  RALLY  THE  ALLIES.  The  trouble 
with  unilateral  sanctions,  however, 
is  that  other  nations  don't  go  along. 
That  encourages  Beijing  to  view  the 
U.S.  as  The  Enemy  while  our  allies 
play  China's  good  buddy,  often  win- 
ning deals  for  their  own  companies 
at  the  expense  of  U.S.  business.  The 
U.S.  must  work  harder  to  marshal 
global  support.  Chinese  copyright 
ripoffs  harm  Japanese  and  European 


industry,  too.  Moreover,  if  the 
U.N.  censured  Beijing  on  human 
rights,  it  would  embarrass  the 
regime  far  more  than  fiery 
rhetoric  on  Capitol  Hill.  Ameri- 
ca's allies  "can't  be  free  riders  on 
the  burdens  we  take,"  says  Jef- 
frey E.  Garten,  dean  of  the  Yale 
University  School  of  Manage- 
fct    ment  and  a  former  top  Com- 
(Hj  merce  Dept.  official. 

■  DEEPEN  ENGAGEMENT.  The 
more  dialogue  there  is,  especially 
at  high  levels,  the  more  likely 
the  U.  S.  and  China  will  under- 
stand one  another's  motives  and 
concerns.  That  would  minimize 
the  risks  of  dangerous  miscalcu- 
lations, such  as  a  Chinese  attack 
on  Taiwan  in  a  mistaken  assump- 
tion of  American  indifference. 
Besides,  if  the  bilateral  relation- 
ship becomes  better  established, 
it  will  more  easily  be  able  to 
withstand  shocks. 

■  GET  CONGRESS  ON  BOARD.  No 
engagement  policy  will  succeed 
without  bipartisan  support.  Clin- 
ton must  personally  put  forth  a 
coherent  China  policy — and  per- 
suade Congress  not  to  undercut 
it.  A  key  goal  should  be  to  end 
the  annual  debate  over  China's 
most-favored-nation  trade  status. 
This  ritual  has  become  an  occa- 
sion for  Congress  to  lash  out  at  Chi- 
na for  everything  from  human-rights 
violations  to  arms  trafficking.  But 
doing  so  is  silly  and  futile  because 
yanking  mfn  status  would  harm 
U.S.  commercial  interests 
immeasurably  without  changing 
China's  behavior.  If  Congress  won't 
act  responsibly,  the  Administration 
should  find  a  way  to  grant  China 
permanent  MFN. 

No  doubt,  it  is  tempting  in  an 
election  year  to  let  China  policy 
drift.  But  economically  and  militari- 
ly, China  can't  be  ignored.  It  will 
soon  be  the  most  powerful  player  in 
Asia.  That  makes  it  imperative  to 
rethink  how  to  deal  with  this 
emerging  giant.  Given  its  deep  sus- 
picion of  foreigners,  the  Middle 
Kingdom  will  continue  to  be  a  diffi- 
cult partner.  But  it  need  not  become 
the  next  Evil  Empire. 


Borrus  covers  trade  and  foreign 
policy  in  Washington. 
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VW  IS  BACK- 
BUT  FOR  HOW  LONG? 

A  bloated  workforce  could  undermine  ambitious  plans 


Three  years  ago  this  month,  Ferdi- 
nand Piech  made  his  first  public 
appearance  as  chairman  of 
German  carmaker  Volkswagen. 
Steely-eyed  and  intense  after  three 
months  on  the  job,  he  declared  that  vw 
was  in  a  state  of  "emergency."  By  year- 
end,  Piech  vowed,  a  shakeup  would  have 
the  company  back  on  course. 

Sure  enough,  Piech's  reign  at  Eu- 
rope's biggest  auto  company  has  been 
among  the  most  turbulent  in  its  history. 
He  has  cleared  out  top  management 
ranks  through  a  string  of  firings.  He 
brought  in  Jose  Ignacio  Lopez  de  Ar- 
riortiia,  a  remorseless  cost-cutter  from 
General  Motors  Corp.,  to  drive  down 
prices  at  vw's  suppliers.  And  Piech  has 
gotten  results:  Although  losses  totaled 
$1.35  billion  in  1993,  vw  has  pulled  back 
from  crisis.  At  the  annual  press  confer- 
ence later  in  March,  Piech  is  expected  to 
report  that  1995  profits  have  at  least 
tripled,  to  $320  million,  on  sales  of  about 
$61  billion.  In  the  past  year,  vw's  share 
price  has  risen  57%,  to  $364. 

But  the  company's  turnaround  is  far 
from  assured,  vw  remains  one  of  the 
world's  least  efficient  carmakers.  Mar- 
gins are  razor-thin  as  aggressive  rivals 
such  as  Fiat  and  Ford  undercut  vw's 
prices.  The  European  auto  market, 
which  contributes  75%  of  vw's  sales,  is 
stalling,  with  growth  expected  to  be 
no  higher  than  3%  this  year.  Even 
more  trouble  looms  as  upstarts  such 
as  South  Korea's  Daewoo  Corp. 
pour  billions  into  plants  in  Cen- 
tral Europe. 

IN  THE  BLOOD.    The  58-year-old 
Piech,  shy  about  granting  inter- 
views, declined  to  talk  to  business 
week  for  this  story.  But  in  a  writ- 
ten response,  he  made  clear  that 
he  is  counting  heavily  on  an  ambi- 
tious plan  to  shrink  vw's  dizzying 
array  of  16  platforms  down  to  four 
by  1998  to  solidify  the  company's  re- 
covery. "We  are  heading  in  the  right 
direction,  but  we  have  not  yet  turned 
the  corner*,"  Piech  wrote  business  week. 
To  do  that,  Piech  must  above  all  con- 


front vw's  expensive  German  workforce. 
Some  101,000  strong,  it  accounts  for 
42%  of  the  group's  242,000  worldwide 
payroll  and  58%  of  total  wage  costs. 
Piech  himself  estimates  the  company 
has  30,000  more  workers  than  it  needs. 
But  vw's  structure  is  extremely  resist- 
ant to  change.  Launched  by  Adolf  Hitler 
in  the  1930s  to  make  a  "people's  car"  de- 
signed by  Piech's  grandfather  Ferdi- 
nand Porsche,  vw  is  still  20%  owned  by 
the  German  state  of  Lower  Saxony. 
Unions  wield  huge  influence  from  the 
factory  floor  to  the  supervisory  board, 
preventing  the  kind  of  restructuring  un- 
der way  at  other  German  blue-chip 
groups.  Quips  a  prominent  German 
banker:  "vw  is  the  last  communist  com- 
pany in  Europe." 

Piech  has  done  what  he  can  to  slash 
layers  of  vw  management.  In  his  first  13 

BEETLE  REDUX:  Bugs 
will  be  on  U.S. 
roads  in  this 
version 


months  on  the  job,  he  cut  vw's  ninj  | 
member  management  board,  which 
responsible  for  day-to-day  decision-ma; 
ing,  down  to  six.  He  fired  Juan  Anton 
Diaz  Alvarez,  longtime  head  of  vw, 
seat  unit.  Dozens  of  other  manage:  i 
have  subsequently  been  let  go,  arl 
some  former  executives  say  Piech  h;,r 
created  a  climate  of  fear  at  vw 

Yet  Piech  has  limited  clout  for  cu 
ting  the  workforce.  The  same  boa: 
majority  that  backed  management  la1': 
offs  opposes  any  radical  measures 
furlough  workers.  And  cost-cutting  £ 
crucial  as  car  prices  drop  in  Europ^i 
and  companies  scramble  for  mark<  I 
share,  vw's  2%  price  hike  at  the  end  (  i 
1995  failed  to  keep  pace  with  inflatior 
Moreover,  the  company  is  pouring 
incentives.  Even  so,  vw  models  are  o 
ten  more  expensive  than  rivals'. 
Britain,  the  sticker  price  on  a  For 
Mondeo  glx  sedan  is  $22,000,  abou 
$1,650  less  than  a  similarly  equippe 
Passat  gl. 

So  Piech  is  hunkering  down  to  in 
plement  his  platform  consolidation  plar 
His  aim  is  to  have  similar-size  modelj 
from  all  vw  brands — vw,  Audi,  seat 
and  Czech  Republic-based  Skoda — shar 
thousands  of  common  parts,  from  ste< 
floor  pans  to  windshield-wiper  motors  tears,  say 
Explains  Piech:  With  only  four  plat 
forms,  "we  will  be  able  to  offer  a  muc J*  t<  rais 
greater  number  of  models  than  befor 
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VOLKSWAGEN  S  DILEMMA 


SALES  ARE 
REBOUNDING... 


...AND  IT'S  OUT 
OF  THE  RED... 


.BUT  MARGINS 
ARE  LAGGING.. 


...BECAUSE  OF  LOW 
PRODUCTIVITY 
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hile  keeping  their  designs  highly  dis- 
nctive."  Once  in  place,  the  strategy 
uld  add  up  to  $455  million  in  pretax 
•ofits,  or  about  $150  a  car,  says 
:hroder  Miinchmeyer  Hengst  &  Co., 
Frankfurt  investment  company. 
But  the  one-size-fits-all  strategy  has 
>ks.  It  could  tarnish  the  sporty,  high- 
ch  image  that  Audi  has 
srked  so  hard  to  create.  And 
r  vw's  bargain-basement  mod- 
5,  the  strategy  poses  the  oppo- 
:e  problem.  The  steel  struc- 
re  that  makes  Audi  and  vw 
indie  well  on  bumpy  roads  at 
itobahn  speeds  will  probably 
Id  unwanted  cost  to  the  cut- 
te  cars,  say  former  vw  engi- 
:ers.  That  could  force  the 
ands  to  raise  prices,  making 
harder  to  compete  with  Kore- 
and  other  rivals. 
Ji  Lopez'  supplier  strategy  faces 
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But  such  savings  can  go  only  so  far.  To 
keep  extra  workers  busy,  says  Bernd 
Sudholt,  vice-chairman  of  vw's  worker 
council,  management  "is  under  pressure 
to  do  more  in-sourcing." 

While  Piech  tangles  with  problems  in 
Germany,  he's  also  trying  to  clean  up 
after  the  pell-mell  overseas  expansion 


adblocks,  too.  Using  tactics 
•ned  at  gm's  European  and 
J.  S.  operations,  he  broke  long- 
term   contracts   and   put  " 
nearly  every  part  up  for  bid. 
Some  components  shifted  from 
German    suppliers  to 
lower-cost  rivals  in  such 
places  as  Spain. 


STURM  UND  DRANG:  Piech  and  Lopez  have  been 
squeezing  costs,  yet  vw  remains  highly  inefficient 


launched  by  his  predecessor,  Carl 
Hahn.  The  Brazilian  subsidiary,  which 
split  from  a  joint  venture  with  Ford 
Motor  Co.  in  1995  and  earned  an  esti- 
mated $675  million  in  net  income  last 
year,  is  purring  along  smoothly,  but 
other  regions  demand  closer  attention. 
The  most  pressing  case  remains  seat, 
vw's  Spanish  subsidiary.  Losses  shrank 
to  $150  million  last  year,  from  $1.1  bil- 
lion in  1993,  partly  thanks  to  an  ac- 
counting shuffle,  analysts  say.  But  the 
unit  is  saddled  with  huge  interest  pay- 
ments on  its  new  $1.9  billion  plant  in 
Martorell. 

At  Skoda,  Piech  slashed  by  50% 
Hahn's  plans  to  inject  $5  billion  to  up- 
grade plants,  expand  capacity,  and  fresh- 
en the  model  lineup.  Platform  consolida- 
tion will  likely  make  Skoda  models 
increasingly  similar  to  those  at  seat 
and  vw.  At  that  point,  Piech  must  de- 
cide whether  it  makes  sense  to  keep 
such  a  small  brand  alive. 

Meanwhile,  thanks  to  the  peso  de- 


valuation, stumbling  economy,  and 
scarce  credit  in  Mexico,  sales  in  1995 
plunged  79%  and  losses  totaled  an  esti- 
mated $140  million,  vw's  low-income 
niche  is  being  eroded  by  Nissan  Motor 
Co.'s  Tsuru  and  gm's  Chevrolet.  A  new 
Beetle,  code-named  Concept  One,  starts 
production  in  1997.  But  its  $12,000 
sticker  price  will  be  high  for 
Mexico,  and  most  of  the  cars 
will  be  exported. 
BIGGEST  PERIL.  Even  in  China, 
where  VW  is  the  market  leader 
with  a  55%  share,  new  competi- 
tors are  gearing  up.  In  1998,  gm 
plans  to  begin  selling  Buicks 
that  will  rival  vw's  somewhat 
stale  $18,000  Santana  and 
$25,000  Santana  2000.  vw  aims 
to  defend  its  lead.  After  sales 
surged  49%  last  year,  to  221,000, 
the  company  decided  to  expand 
its  main  plant  in  Shanghai  and 
launch  a  joint  venture  in  Chang- 
chun in  the  north. 

Taken  together,  vw's  challeng- 
"  es  abroad  and  at  home  illustrate 
the  fragility  of  Piech's  turnaround.  Even 
if  all  goes  well,  he  needs  a  few  more 
years  of  steady  sales  to  carry  out  his 
rebound  plan.  By  then,  vw  reasons,  at- 
trition will  have  pared  the  workforce 
by  an  additional  20,000  or  so  and  engi- 
neers will  have  had  time  to  work  the 
kinks  out  of  the  platform-consolidation 
strategy. 

The  biggest  danger  for  Piech  is  that 
some  force  beyond  his  control  will  upset 
vw's  recovery.  If  Europe's  economy 
slows  and  consumers  close  their  wal- 
lets, vw  may  again  veer  off  course.  And 
as  competition  in  the  global  auto  market 
grows  fiercer,  he  will  come  under  pres- 
sure to  speed  up  his  deliberate  strategy. 
With  his  professional  reputation  and  his 
grandfather's  company  on  the  line, 
Piech's  tough  strategy  and  style  aren't 
likely  to  mellow  any  time  soon. 

By  David  Woodruff  in  Bonn,  with 
David  Lindorff  in  Hong  Kong,  Elisa- 
beth Malkin  in  Mexico  City,  and  bu- 
reau reports 
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RETREATS 


HOW  EAGLE 
BECAME  EXTINCT 

Anheuser  saw  synergies  in  beer  and  snacks.  Big  mistake 


Eagle  was  grounded.  As  some  200 
snack-food  distributor's  gathered  for 
a  hastily  assembled  meeting  in  a 
suburban  St.  Louis  hotel  on  Feb.  7, 
foreboding  hung  in  the  air.  For  August 
A.  Buseh  III,  the  fiercely  proud  58-year- 
old  chairman  of  Anheuser-Busch  Cos. 
whose  powerful  marketing  machine  dom- 
inates the  U.  S.  beer  industry,  it  was  an 
extraordinary  moment  of  defeat. 

Standing  before  the  giim-faced  crowd, 
Busch  said  that  Anheuser  was  no  long- 
er willing  to  try  to  extend  its  marketing 
prowess  from  beer  to  snack  food.  After 
17  years  of  red  ink,  the  $400  million 
Eagle  Snacks  Inc.  unit  would  be  shut. 
"This  is  historic,"  says  PaineWebber  Inc. 
analyst  Emanuel  Goldman.  "I've  never 
seen  a  high-quality  trademark  buried." 

Busch  had  little  choice.  Almost  four 
months  after  Anheuser  put  Eagle  on 
the  market,  no  serious  buyers  had 
emerged.  All  he  salvaged  was  $1-35  mil- 
lion from  the  sale  of  four  plants  to  Frito- 
Lay  Inc.,  leaving  Anheuser  with  a  $206 
million  write-off.  Nor  was  this  the  first 
retrenchment  at  Anheuser.  The  decision 
came  only  seven  months  after  the  com- 
pany announced  that  its  $1.5  billion 
Campbell  Taggart  Inc.  bakery  unit 
would  be  spun  off  to  shareholders.  Last 
fall  it  sold  its  money-losing  baseball 
team,  the  St.  Louis  Cardinals.  Now  the 
$10.3  billion  brewer  aims  to  rededicate 
itself  to  two  core  businesses:  the  hyper- 
competitive  beer  market  and  its  Sea 
World  and  Busch  Gardens  theme  parks. 
quagmire.  Anheuser's  misadventures  in 
snacks  and  bread  are  an  object  lesson 
in  just  how  difficult  it  is  to  expand  far 
afield — even  for  a  marketing  powerhouse. 
That's  not  how  it  looked  in  1979,  when 
Anheuser  stalled  up  its  snack  business, 
or  in  1982,  when  it  paid  $560  million  for 
Campbell.' Then,  the  vogue  was  diver- 
sification. Having  prevailed  over  rival 
Miller  Brewing  Co.  in  the  Beer  Wars, 
Anheuser  was  looking  for  new  areas  to 
spend  its  gushing  cash  flow. 

At  the  time,  say  current  and  former 
executives,  August  Busch  believed  the 
synergies  were  dazzling,  though  decep- 


tively simple.  Anheuser  knew  distribution 
and  marketing — and,  in  the  case  of 
bread,  it  also  knew  yeast,  a  key  ingredi- 
ent in  beer.  Salty  snacks  could  be  deliv- 
ered by  distributors  on  their  nonnal  beer 
routes  to  taverns  and  supermarkets.  And 


The  brewer  is 
refocusing 
on  Bud.  Its 
Campbell  Taggart 
bakery  unit  will 
be  spun  off,  and 
the  St.  Louis 
Cardinals  have 
been  sold 


Busch  figured  that  by  putting 
marketing  behind  bread,  Anheu- 
ser could  create  a  national  brand 
in  a  fragmented  industry. 

The  strategies  quickly  went 
awry.  Beer  distributors,  it  turns 
out,  saw  the  opportunity  to  take 
on  snack  products  as  more  di- 
version than  delight.  "We  didn't 
want  to  dilute  our  focus,"  says 
Bob  Delgado,  president  of  Hens- 
ley  &  Co.  Sales,  a  Phoenix  dis- 
tributor. "It  may  sound  nice  that 
beer  and  snacks  go  together,  but  not 
from  a  business  standpoint."  The  two 
products  go  into  different  areas  of  super- 
markets and  convenience  stores  and  are 
ordered  by  different  officials,  making  dis- 
tribution far  more  complicated  than  An- 
heuser anticipated. 

In  other  words,  rather  than  synergy, 
Anheuser  faced  a  logistical  quagmire. 
A  patchwork  of  Eagle  distributors 
emerged — some  also  carrying  beer,  some 
also  carrying  Campbell  Taggart  bread, 
some  independent.  And  without  much 


product  breadth,  Anheuser's  costs  m 
mained  high. 

Distribution  might  have  been  mi- 
ageable  had  it  not  been  for  a  more  1?- 
midable  problem — the  stirring  of  Friji- 
Lay  by  its  parent,  PepsiCo  Inc.  s 
Eagle  boosted  quality  and  began  c- 
panding  from  peanuts  and  pretzels  o 
potato  and  tortilla  chips  in  the  1;» 
1980s,  "they  gave  us  a  wake-up  ca1;' 
says  Ronald  A.  Rittenmeyer,  a  fornjir 
vice-president  of  operations  at  Frll 
The  result:  Frito  launched  an  arraytf 
new  products  while  upgrading  distji- 
bution  and  cutting  costs.  Marketing  c^ 
sultant  Gary  Stibel  says  that  by  usi§ 
the  hefty  profits  it  earned  from  its  dot- 
inant  position  in  corn  chips  to  sub*- 
dize  a  move  into  potato  chips,  Fro 
slashed  prices  on  the  latter,  squeezil 


smaller  players,  from  Eagle  to  regiona 
Beer  distributors  gulped.  "I  was  n 


willing  to  chase  a  bunny  Pepsi  wou 


never  let  me  capture,"  says  one  big  A 
heuser  distributor.  The  relentless  atta 
paid  off:  While  Frito's  share  of  the  ma 
ket  jumped  to  around  50%  from  40,  A 
heuser's  never  topped  6%.  The  red  ii 
worsened:  Last  year,  Eagle  lost  $25  m 
lion  on  sales  of  just  $400  million 

At  the  same  time,  problems  start* 
to  appear  in  the  beer  market.  Thouj 
Anheuser  had  eked  out  steady  gains 
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eer  profits  in  the  early  1990s,  flat  con- 
imer  demand  has  started  to  dent  pric- 
3  and  market  share.  Anheuser  has  also 
>me  under  tougher  attack  from  No.  2 
filler,  which  has  launched  several  new 
roducts.  Last  year,  Anheuser's  beer 
rofits  fell  5%,  to  $1.6  billion,  on  sales  of 
7.8  billion,  according  to  analyst  Gold- 
lan,  and  its  market  share  went  from 
1.4%  to  44.1%.  The  endgame  for  Eagle 
rew  near. 

Busch  began  shopping  Eagle  around 
st  October.  Sources  close  to  the  compa- 
y  say  Nabisco  Holdings  Corp.  took  a 
>ok,  as  did  seven  financial  groups.  But 
aservers  estimate  that  it  would  have 
iken  roughly  $250  million  to  build  de- 
;nt  market  share  and  profitability  for 
agle.  "Here  was  a  company  with  poor 
larket  position,  poor  execution,  frag- 
lented  distribution,  and  no  cost  or  qual- 
y  advantage,"  says  one  potential  buyer. 
Jthough  some  were  still  studying  the  fi- 


ancials,  one  source  familiar  with  the 
alks  says  Busch  pulled  the  plug  when  it 
ecame  clear  no  quick  sale  was  in  sight. 
!  As  for  Campbell  Taggart,  it's  at  least 
larginally  profitable,  returning  about 
50  million  on  sales  of  $1.5  billion.  But 
ne  former  Anheuser  executive  says 
iusch  was  constantly  frustrated  that 
ie  could  rarely  raise  prices  on  its  baked 
.oods.  Nor  did  Anheuser  succeed  in  es- 
ablishing  national  brands,  in  part  be- 
ause  many  supermarkets  had  strong 
rtvate-label  operations. 


Now  that  Busch 
has  finally  stanched 
the   financial  drains, 
beer  distributors  and  in- 
vestors are  lifting  a  mug 
in  cheer.  Anheuser's  stock 
hit  an  all-time  high  of  71  in 
early  February;  it  since  has 
dropped  to  68.  Although  Busch 
declines  to  comment,  but  sources  "Sfe- 
close  to  him  say  the  intense,  ^^Lt> 
hands-on  ceo  increasingly  found   ~  » 
snacks  and  bread  an  irritating  jj 
diversion.  Brand  rollouts  in  beer  *j 
and  share  repurchases,  say 
some,  were  delayed.  Robert 
C.  Lachky,  vice-president 
of  the  Budweiser  brands, 
disputes  that  there  was 
any  distraction  but  adds: 
"Having  5%  to  10%  of  ad- 
ditional senior  management 
time  has  got  to  be  a  plus." 


ANHEUSER'S 
DIVERSIFICATION 

No  profit  payoff 


1995 
SALES 
(MILLIONS) 


1995  1995 
OPERATING  OPERATING 
INCOME  MARGIN 


BEER 

$7,789 

$1,626 

20.9% 

CAMPBELL  TAGGART 

$1,500 

$50* 

3.3% 

EAGLE  SNACKS 

$400* 

-$25 

NM 

ENTERTAINMENT 

$800* 

$65 

8.1% 

DATA  COMPANY  REPORTS,  PAINEWEBBER  INC., 
"BUSINESS  WEEK  ESTIMATES  NM  NOT  MEANINGFUL 


Yet  the  new  strategy 
brings  Anheuser  back  to  the 
conundrum  it  started  with: 
how  to  rebuild  beer  mo- 
mentum. Sales  of  its 
flagship  Budweiser 
have  been  falling  for 
years  but  now  appear  to  be 
recovering.  Another  bright 
spot:  Bud  Light,  which  now 
seems  to  have  routed  Miller 
Lite,  is  growing  in  double-dig- 
its. Over  at  Miller,  Chairman 
John  N.  MacDonough,  a  former  senior 
Anheuser  marketing  executive,  is  skep- 
tical that  shedding  snacks  and  bread 
will  make  a  difference.  "This  doesn't 
make  them  any  fiercer,"  he  says.  "I  nev- 
er felt  Anheuser  was  distracted." 
GLOBAL  moves.  Still,  there  are  signs 
that  new  moves  are  afoot.  Distributors 
talk  of  much  more  contact  with  brewing 
executives.  There's  a  greater  focus  on 
such  issues  as  freshness:  They're  being 
encouraged  to  keep  a  keen  eye  on  old  in- 
ventory. On  the  product  front,  Anheuser 


will  spend 
more  heavily 
marketing  for 
its  "mother  brands," 
Bud  and  Bud  Light. 
More  than  $70  million  will 
go  to  Olympics  ads  and  tie- 
ins.  Efforts  to  build  in  the 
small  but  fast-growing  microbrew 
segment  are  also  under  way.  Some 
prospects:  a  flurry  of  regional  products 
and  acquisitions  of  microbrewers  through 
its  25%  stake  in  Seattle's  Redhook  Ale 
Brewery.  "I  have  the  green  light  to  ag- 
gressively  pursue   growth,"  says 
William  H.  McNulty,  group  vice  pres- 
ident for  specialty  brands.  "We  will 
take  more  risks  in  style  and 
tastes." 

Anheuser  is  also  in  search  of 
even  larger  opportunities  overseas. 
To  make  Bud  a  global  brand,  it's  es- 
tablishing distribution  partnerships  with 
local  brewers,  from  Kirin  in 
Japan  to  Peroni  in  Italy  and 
Rronenbourg  in  France.  An- 
heuser is  taking  direct  eq- 
uity stakes,  too:  In  1993,  it 
paid  $16.4  million  for  a  5% 
stake  in  China's  Tsingtao 
and  $477  million  for  17.7% 
of  Mexico's  No.  1  brewer, 
Grupo  Modelo,  with  an  op- 
tion to  acquire  43.9%  of  the 
voting  rights  by  late  1997. 

From  a  small  base,  over- 
seas sales  and  earnings  have 
climbed  about  20%  a  year. 
International  sales  now  con- 
tribute about  $80  million  to 
operating  profits,  roughly 
5'  i .  Bud  has  become  West- 
ern Europe's  fastest-grow- 
ing brand,  according  to  consultants 
Canadean  Ltd.,  and  in  Japan  it's 
the  top-selling  import  as  well. 
Yet  challenges  abound.  Bud's  early 
success  in  Japan  may  begin  to  slow. 
Analyst  Patricia  Horvath  of  ubs  Secur- 
ities Inc.  reckons  that  with  its  share 
slipping,  Kirin  "will  focus  on  its  own 
business."  And  in  China,  Anheuser  may 
have  bet  on  the  wrong  brewer:  Though 
long  the  only  national  brand,  Tsingtao 
didn't  cut  any  deals  to  produce  Bud  in 
regional  breweries.  That's  kept  Bud 
from  becoming  a  significant  player — 
while  more  aggressive  rivals,  such  as 
Japan's  Asahi  and  Australia's  Fosters, 
have  stolen  the  show. 

Still,  such  problems  aren't  likely  to 
dissuade  Anheuser  from  pressing  ahead 
abroad,  where  growth  prospects  for 
beer  remain  far  better  than  at  home. 
And  difficult  or  not,  Busch  now  knows 
that  he  has  little  choice  but  to  stick  to 
building  up  in  beer. 

By  Richard  A.  Melcher.  iritl/  dreg 
Burns  in  Chicago  and  bureau  reports 
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INCREDIBLE  UNIVERSE: 
LOST  IN  SPACE 

The  superstore  may  have  to  rethink  its  bigger-is-better  credo 


No  one  puts  the  super  in  superstore 
like  Incredible  Universe.  With 
glitzy  emporiums  the  size  of  two 
football  fields  stuffed  with  everything 
from  computers  to  vacuum  cleaners,  it 
pushes  the  retailing  craze  for  ever- 
increasing  store  size  to  new  limits.  But 
losses  are  also  mounting,  and  some  are 
beginning  to  wonder  if  the  chain  is  real- 
ly so  incredible  after  all. 

Tandy  Corp.,  the  Fort  Worth-based 
electronics  retailer  with  sales  of  $5.8  bil- 
lion, opened  the  first  Universe  near 
Portland,  Ore.,  in  the  fall  of  1992.  Be- 
lieving that  shopping  had  gotten  bor- 
ing, Tandy  juiced  up  its  stores  with  laser 
shows,  karaoke  contests,  and  door  prizes, 
and  predicted  the  chain  would  break 
even  in  1995.  Instead,  analyst  Donald  I. 
Trott  of  Dean  Witter  Reynolds  Inc.  fig- 
ures Incredible  Universe's  operating  loss 
last  year  hit  $26  million,  on  sales  of 
$725.2  million. 

Incredible  Universe's  woes  come  at  a 
bad  time  for  Tandy.  With  its  flagship 
Radio  Shack  unit  maturing,  Tandy 
counted  on  Incredible  Universe  and  its 
Computer  City  superstore  chain  for 
growth.  But  together,  analysts  say,  In- 
credible Universe  and  Computer  City 
lost  $50  million  in  1995,  pushing 
Tandy's  net  income  down  5.5%  last 


year,  to  $212  million.  The  problems 
have  sent  the  retailer's  stock  down  to 
43,  more  than  30%  below  the  52-week 
high  last  September. 

To  stanch  the  red  ink  at  Incredible 
Universe,  Tandy  is  shaking  up  manage- 
ment, slowing  once-torrid  expansion,  and 
rethinking  its  advertising.  Henry  G. 
Chiarelli,  Incredible  Universe's  new  vice- 
president  and  general  manager,  declined 
to  be  interviewed  but  said  in  a  written 
statement:  "We  know  we  can  be  prof- 
itable. We've  done  it,  we're  doing  it, 
and  we'll  make  it  work  for  the  whole 
chain."  Yet  some  analysts  say  that  re- 
pairing Incredible  Universe's  lack  of  fo- 
cus and  overwhelming 
store  size  may  require 
some  truly  incredible 
measures. 

One  problem  is  the 
overall  consumer  slow- 
down. Sales  of  large 
appliances  and  con- 
sumer electronics — 55% 
of  the  chain's  selling 
space — are  particularly 
lackluster.  But  it's  not 
just  the  economy:  Al- 
though superstores  are 
grabbing  market  share 
everywhere,  Incredible 


INCREDIBLE 
MONEY  LOSER 


-10- 


-15- 


INCREDIBLE 
UNIVERSE 

ESTIMATED  LOSSES 
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theme-park  AURA:  The  nonsh 

action  distracts  some  shoppel 


Universe  may  have  gone  too  i. 
The  average  location  packs  soi 
85,000   products   into  185 
square  feet,  more  than  four  ti 
the  average  at  rival  Circuit 
Stores  Inc.  Says  one  superst 
competitor:  "It  can't  gener 
enough  sales  per  square  footl 
make  it  profitable."  And  althoilii 
Incredible  Universe  counts  on| 
huge  selection,  deep  stock,  J 
entertainment  to  draw  custom® 
the  theme-park  atmosphere^ 
costly  and  some  find  it  distr 
ing.  Moreover,  while  Unive 
prices  are  competitive,  theyife 
rarely  the  lowest  in  town. 
Growth  is  another  problem ; 
Tandy  aggressively  expanded  the  chjji  j 
in  1995,  nearly  doubling  the  numbenf 
stores,  to  17.  Critics  say  the  expansB 
left  management  too  stretched  to  foM 
on  existing  stores.  "That's  a  crazy  op*-  j 
ing  schedule  for  stores  of  that  siz" 
says  a  former  Tandy  executive. 
NOVELTY.  Tandy  says  Universe  stoij; 
usually  reach  $55  million  to  $65  milla 
in  sales  their  first  year.  Analysts  figife 
they  break  even  at  about  $70  milliii. 
But  the  hardest  part  is  building  traJJb  i 
after  that  first  year,  when  the  novey 
wears  off.  Tandy  says  that  three  of  s 
oldest  stores  had  average  sales  of  $7f  . 
million  for  the  year  ended  last  June  af  I 
operating  profit  margins  of  1.8%. 

Nonetheless,  Universe  is  slashing  li 
aggressive  expansion  plans  and  has  cjt 
its  1996  store  openings  from  10  to| 
plus  a  smaller  satellite.  Tandy  also  shit 
fled  management  last  fall,  moving  t£ 
former  head  of  Universe,  Richard  k 
Hollander,  to  a  real  estate  post  and  mt 
placing  him  with  Chiarelli,  a  member!  r 
the  task  force  that  developed  the  coi 
cept.  Already,  Chiarelli  is  altering  tit 
ambience  of  the  stores  with  less  ais 
clutter.  And  overhead  music  now  til  . 

gets  baby  boomers,  rl 
teens.  New  ads  vM^ 
stress  products  rathr 
than  the  store  concejl  ' 
Incredible  Univerjs 
has  tapped  into  sorl. 
of  the  most  success* 
trends    in    retailit : 
mammoth  size,  hu.i 
selection,  and  lots  W 
glitz.  But  so  far,  tl 
moves  seem  to  haf 
dropped  profits  into 
black  hole. 

By  Stephanie  A 
son  Forest  in  Dallas 
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WAR  OF 
ME  WEB 

/aves  of  upstarts  are  storming  into  the  no-frills  market 


If 


o  sooner  did  the  Inter 
net's  World  Wide 
Web  streak  onto 
the  scene  two 
gars  ago  than  pundits 
agan  predicting  the  de- 
lise  of  commercial  on- 
ne  services  such  as 
merica  Online  Inc., 
ompuServe  Inc.,  and 
rodigy.  After  all,  if  the 
iternet  connects  millions 
f  PC  users  to  computers 
round  the  world  for  pea- 
uts,  who  would  pay 
9.95  a  month  plus  $2.95 
a  hour  after  five  hours 
>r  a  far  more  limited  cy- 
erspace  experience? 
The  pundits  were  pre- 
mture.  Not  only  have  all 
iree  services  survived,  aol 
as  experienced  its  best 
rowth  ever.  Since  1994,  the 
jrvice  (which  carries  business 
tdek  Online)  has  doubled,  to 
lore  than  5  million  members, 
laking  it  No.  1.  For  the  quar- 
jr  ended  Dec.  31,  aol  reported 
record  $249  million  in  revenues,  with 
et  income  of  nearly  $10.6  million.  That 
ampares  with  a  loss  of  more  than  $38 
lillion  in  the  same  period  the  year  be- 
)re,  on  revenues  of  only  $76  million. 
OL's  formula:  By  constantly  updating 
,s  service  with  new  features  and  con- 
mt,  it  has  kept  the  public  logging  on. 
ELLING  OUT?  Its  rivals,  both  sub- 
idiaries  of  large  corporations,  haven't 
ept  up.  But  both  may  be  getting  ready 
Dr  rebirth.  On  Feb.  20,  h&r  Block  Inc. 
nnounced  plans  to  split  off  CompuServe 
nd  offer  20%  of  the  company  in  a  pub- 
c  stock  offering.  Potentially,  that  gives 
CompuServe,  which  now  has  4.4  million 
lembers  and  had  an  estimated  $203 
million  in  revenues  last  quarter,  the  free- 
om  and  cash  to  go  after  the  lead  again. 
Just  a  day  later,  Sears,  Roebuck  & 
Co.  ceo  Arthur  Martinez  announced  the 
etailer  had  finally  decided  to  sell  its  50% 
take  in  Prodigy.  If  ibm  buys  out  Sears,  it 
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LET'S  GO  SURFIN' 

The  marketing  showdown  between 
Internet  service  providers  has  a  juicy  prize:  32 
million  browsers  who  don't  want  fancy  extras 


can  pump  fresh  resources  into  the  flag- 
ging service.  If  ibm  sells  out,  too,  Prodigy 
could  set  up  shop  as  an  independent. 

For  all  three  services,  the  next  year 
or  two  will  bring  enormous  challenges. 
While  the  Web  hasn't  dealt  a  death  blow, 
it  remains  a  threat.  Forrester  Research 
Inc.  predicts  that 
membership  in  com- 
mercial services  will 
probably  top  15.8  mil- 
lion in  the  U.  S.  by 
1998  (chart).  While 
that  is  more  than  a 
threefold  increase 
from  predictions  made 
just  last  July,  For- 
rester analyst  William 
M.  Bluestein  still 
maintains  that  online 
services  as  we  know 
them  are  going  to 
fade.  "They  won't  fall 


WHICH  WAY  TO 
THE  WEB? 


NUMBER  OF 
U.S.  ACCOUNTS 
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off  a  cliff,  but  they'll  be  put  off  center 
stage,"  he  says  now. 

The  spotlight  will  shift  to  Internet 
service  providers  (isps) — outfits  that,  for 
a  flat,  monthly  fee,  give  unlimited  access 
to  the  Internet  and  Web.  Forrester  esti- 
mates that  isps  could  claim  as  many  as 
32  million  online  subscribers  in  the  U.  S. 
by  2000,  vs.  12.7  million  for  online  service 
providers.  It  won't  be  a  zero-sum  game 
for  the  online  companies,  however.  Both 
aol  and  CompuServe  now  have  separate 
Internet-only  services  to  grab  a  chunk  of 
the  new  market,  too. 

STREAM  OF  DEFECTORS.  The 
Web  market  is  ripe  for  taking. 
Most  isps  are  tiny  and 
limited  in  geographic 
coverage.  The  biggest, 
Netcom  Online  Commu- 
nication Services  Inc.  of 
San  Jose,  Calif.,  mush- 
roomed from  just  70,000 
to  307,000  subscribers 
when  it  stalled  marketing 
nationwide  access  in  1995. 
Many  of  the  new  recniits, 
says  John  E.  Zeisler,  vice- 
president  of  marketing, 
were  defectors  from  online 
services.  "What  people  do 
online  are  E-mail,  Web- 
browsing,  and  chat,"  says 
Zeisler.  "The  economics  are 
cheaper  with  flat-fee  isps." 

Indeed,  what  the  isps  sell 
is  cheap,  unlimited  access. 
Internationa]  Discount  Tele- 
communications (idt)  Corp., 
based  in  Hackensack,  N.J.,  runs 
print  ads  claiming  that  if  a  Net 
surfer  spent  every  hour  of  the 
month  online  with  aol,  it  would 
cost  more  than  $2,100,  vs.  the  flat  $29.95 
fee  on  idt.  While  it's  not  likely  any  aol 
member  would  ever  run  up  such  a  bill 
(aol  claims  the  average  tab  is  between 
$18  and  $20),  the  message  has  worked. 
idt  says  membership  has  jumped  to 
70,000,  from  34,000  in  October  when  the 
campaign  began. 

The  battle  for  Web 
access  is  about  to  es- 
calate. In  addition  to 
aol  and  CompuServe, 
phone  giants  includ- 
ing at&t  and  mci 
Communications 
Corp.  are  jumping 
in — with  cost  advan- 
tages and  huge  mar- 
keting budgets.  "If 
[phone  companies]  can 
get  even  5%  of  their 
customers  to  sign  up 
for  Internet  access, 
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then  all  of  a  sudden  they're  in  the  big 
leagues,"  says  Mark  Mooradian,  an  on- 
line analyst  with  New  York-based  Ju- 
piter Communications  Inc. 

And  the  telcos  are  ready  to  roll.  In 
late  January,  No.  2  long-distance  carrier 
MCI  backed  out  of  its  year-old  joint  ven- 
ture with  content-rich  News  Corp.  and 
teamed  up  with  Microsoft  Corp.,  which  is 
now  scuttling  plans  to  operate  its  Mi- 
crosoft Network  (msn)  as  a  commercial 
online  service.  Now,  msn  will  become  a 
Web  access  service — with  special  Micro- 
soft-only areas.  "I  think  it's  a  smart  move 
for  mci,"  says  Jupiter's  Mooradian.  "Hav- 
ing all  of  the  msn  traffic  going  through 
all  of  its  lines  is  a  good  advantage." 

Meanwhile,  No.  1  at&t  has  dropped 
plans  to  market  Interchange,  a  proprie- 
tary online  service  it  bought  from  pub- 
lishing giant  Ziff-Davis  Publishing  Co. 
In  March,  the  company  is  expected  to 
announce  an  Internet  access  service 
called  World  Net.  It  will  be  "competi- 
tively priced,"  says  Tom  Evslin,  vice- 
president  of  gateway  services  for  at&t. 
HELPING  hand.  In  addition  to  low  price, 
the  telcos  are  throwing  in  "value-added" 
features.  For  example,  at&t  New  Media 
Services — remnants  of  the  defunct  Inter- 
change— will  help  businesses  develop 
Web  sites  and  online  publications.  To 
convince  consumers  that  it's  safe  to  shop 
on  WorldNet,  at&t  says  it  will  cover 
the  cost  of  any  credit-card  fraud  that 
consumers  may  encounter — provided  the 
purchase  was  made  with  AT&T's  Univer- 
sal Card.  'We're  removing  the  obstacles 
that  prevent  the  two-thirds  of  PC  owners 
from  going  online,"  says  Evslin.  "We're 
going  after  this  in  a  really  big  way." 

That  has  isps  scrambling  to  beef  up 
technical  support  and  provide  fresh 
amenities  such  as  "filtering"  to  help 
members  sort  through  the  endless  flot- 
sam of  infoi-mation  and  Web  sites.  "The 
next  step  is  not  just  access  but  to  focus 
on  the  service,"  says  Netcom's  Zeisler. 

aol,  CompuServe,  and  Prodigy  are 
also  preparing  for  the  onslaught.  It  has 
been  relatively  easy  to  keep  customers  so 
far.  But  outrunning  the  likes  of  at&t  and 
Microsoft  will  be  harder.  So  the  Big 
Three  are  tiying  to  head  off  the  threat, 
emphasizing  the  Internet  links  on  their 
regular  networks  and  pushing  new7  all- 
Internet  services.  CompuServe  just 
launched  its  $19.95-per-month  Sprynet, 
and  aol  says  it  signed  300,000  customers 
for  its  gnn  service  in  three  months.  The 
price:  $14.95  for  20  hours.  Prodigy,  now 
No.  3,  is  testing  a  $l-per-hour  Net  ac- 
cess service  with  no  monthly  minimum. 
This  way,  if  customers  defect  to  the  Net, 
the  Big  Three  can  still  catch  them. 

By  Paul  M.  Eng  in  New  York 


CHIPS 


TIME  MAY  HAVE  PASSED 
THE  POWERPC  BY 

Delays  and  infighting  have  cost  the  partnership  dearly 


Apple  Computer  Inc.  employees  wor- 
ried about  their  jobs  weren't  the 
only  ones  who  sighed  with  relief 
when,  shortly  after  Gilbert  F.  Amelio 
took  over  as  ceo,  merger  talks  with  Sun 
Microsystems  Inc.  collapsed.  Apple's  de- 
cision to  go  it  alone  was  also  welcome 
news  for  Motorola  Inc.  and  IBM,  its  part- 
ners in  the  design  and  production  of  the 
PowerPC  microprocessor.  If  Apple,  which 
last  year  shipped  4  million  Macs  using 
the  PowerPC,  switched  to  Sun's  SPARC 
chip,  the  venture  known  as  Somerset 
would  be  sunk.  "Apple  is  critical,"  says 
Didier  Breton,  a  vice-president  at 
Groupe  Bull,  which  is  building  PowerPC- 
based  systems.  "If  they  move  out,  we 
have  to  consider  the  situation  anew." 

As  it  is,  Somerset  hasn't  even  come 
close  to  its  goal  of  posing  a  serious  chal- 
lenge to  Intel  Coip.'s  dominance  in  micro- 
processors. First,  IBM  and  Apple  dick- 
ered over  whether  Big  Blue  would 
license  the  Macintosh  operating  system; 
that  delayed  for  years  an  agreement  be- 
tween the  two  companies  for  a  common 
hardware  specification  for  a  PowerPC- 
based  computer  design  that  could  be 
widely  cloned.  Meanwhile,  Somerset  fell 
behind  schedule  on  more  powerful  ver- 
sions of  the  PowerPC  chip.  Then  LBM  fold- 
ed the  division  that  had  botched  plans  to 
build  PowerPC  desktop  computers  in  vol- 


MAKING  604s 

The  partnership 
blew  its  debut 
in  64-bit  chips 


ume.  On  Jan.  25,  IB 
announced  that  it  h; 
pulled  the  plug  on  i 
lengthy  efforts  to 
its  OS/2  software  j 
the  chip. 

The  Feb.  19  a 
nouncernent  th 
Motorola  plans  to  I 
cense  the  Mac  ope: 
ating  system  coul 
help  revive  Apple 
flagging  efforts 
create  a  Mac  clo 
industry.  In  additio| 
to  using  the  M 
software  in  its  owl 
low-volume  compu 
er  business,  Motoro 
plans  to  license  t 
Mac  operating  sy 
tern  to  other  comp; 
nies  and  sell  the 
complete  mothe 
boards  for  buildin 
Mac  clones.  Motoro! 
has  identified  China's  Panda  Electronic! 
as  a  customer  and  says  it  has  otheJ 
prospects  among  Asia's  electronics  con 
panies.  "We  see  tremendous  opportu 
nity  in  the  Far  East,"  says  Joseph  1V| 
Guglielmi,  a  Motorola  vice-president. 
DAMAGE  CONTROL.  Still,  none  of  thes 
clones  is  likely  to  appear  before  199' 
For  now,  that  leaves  the  original  Some: 
set  plan  in  tatters.  While  the  partne: 
claim  the  alliance  is  intact,  Big  Blue 
quietly  making  alternate  plans  arounj 
its  own  next-generation  PowerPC  chip 
and  continues  to  flip-flop  on  whether  t 
license  the  Mac  software.  The  latesi 
IBM  is  considering  a  deal  like  Motorc 
la's — mainly  to  build  Mac  clone  compc 
nents  for  other  computer  makers,  not  t 
sell  Mac  clones  under  the  IBM  name. 

Meanwhile,  Somerset  is  approaching 
critical  deadline:  The  partners  have  n 
agreement  to  cooperate  on  developin 
PowerPC  technology  beyond  a  first-ger 
eration  64-bit  chip  due  in  early  199' 
That  could  mean — after  pumping  i 
what  one  Motorola  exec  says  has  bee 
"billions" — the  partnership  could  dissolvi 
Even  if  the  group  hangs  togethe: 
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Information  Processing 


Money  Making 
Discovery  for 
Sales  Executives! 

Imagine  finding  a  hidden  universe 
with  thousands  of  emerging  private 
companies  --  where  27%  expanded 
employment  by  an  average  of  24%  from 
a  year  ago!  These  companies  created 
more  than  new  jobs  —  they  created  a 
demand  for  almost  every  kind  of 
business  product  and  service 
everything  from  office  equipment  to 
disability  insurance  to  real  estate. 
A  little  known  sales  tool  that  tracks  these 
companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CorpTech  Directory,  it  gives  you  the 
name,  geographic  location,  and  growth 
rate  for  45,000  companies,  plus  names, 
titles  and  responsibilities  of  their 
150,000  key  executives. 
"If  direct  marketing  is  part  of  the  mix 
and  technology  companies  are  prospects. 
I  can't  imagine  a  better  tool  than 
CorpTech.  It  is  quality  information  that 
pinpoints  the  industry,  products  and 
people  I  need  to  reach."  Scott  Trudo, 
Case  View  Software. 

Need  some  help  identifying  your  high- 
tech prospects?  Order  your  1996 
CorpTech  Directory  today  —  now  also 
available  on  CD-ROM.  For  FREE 
information  package,  call  1  -800-333- 
8036. 


The  Medicine  Label... 
Your  Road  Map  to 
Good  Health 


Just  as  you  wouldn't  drive  across  the  country 
without  consulting  a  road  map,  you  should  never 
take  medicine  without  first  reading 
the  label — your  road  map  to  good  health. 

A  message  from  the  Council  on  Family  Health 
For  the  Council's  free  brochure  on  reading  the 
medium  label  send  a  scll-addiessed  stamped 
envelope  to:  Council  on  Family  Health, 
225  Park  Avenue  South,  Suite  1700, 
New  York,  NY  10003 


IBM  starts  building  Mac  clones,  and  Ap- 
ple rebounds  strongly,  the  PowerPC 
partners  may  never  regain  what  they've 
lost.  "Three  years  ago,  they  had  it  in 
their  hands,"  says  Jon  Rubinstein,  pres- 
ident of  Firepower  Systems  Inc.,  one 
of  the  few  companies  outside  the  Somer- 
set trio  to  use  the  PowerPC.  "While  they 
haven't  blown  it,  they  sure  haven't 
grabbed  the  opportunity.  They're  just 
not  working  together." 

Back  in  1993,  the  PowerPC  partners 
had  the  jump  on  rivals  in  the  develop- 
ment of  speedy  chips  for  workstations 
and  network  servers.  But  technical  dif- 
ficulties, internal  bickering,  and  man- 


IBM  has  a  compelling  need  for  the  62G- 
Apple  never  committed  to  use  it,  a 
Motorola  is  focusing  on  such  high-v 
ume  opportunities  as  PCs  and  auton 
tive  controllers — the  new  chip  fell  1 
hind  schedule.  The  620  won't  be  out 
another  year.  Meanwhile,  Sun  and  Di 
tal  Equipment  Corp.  already  are  selli 
64-bit  chips. 

IBM  can't  afford  not  to  have  a  gc 
64-bit  chip.  So  it's  quietly  develop: 
its  own  at  a  Rochester  (Minn.)  lab.  1 
chip  will  be  used  in  AS/400  midra: 
computers,  and  IBM  has  given  the 
ahead  to  use  a  version  of  that  ch 
dubbed  Apache,  in  the  RS/6000  wo: 


POWER  VENTURES 


PLAN  A 

In  1991,  IBM,  Apple,  and 
Motorola  joined  forces  to 
break  Intel's  hold  on  the 
microprocessor  market  by 
leveraging  the  design  and 
manufacturing  prowess  of 
Motorola  and  IBM  and  the  volume- 
purchase  potential  that  Apple  and 
IBM  could  guarantee.  The  strategy: 
Develop  a  family  of  speedy  chips 
that  the  partners  could  use  them- 
selves and  sell  to  others  for  prod- 
ucts ranging  from  handheld  devices 
to  supercomputers. 

agement  upheavals  delayed  successor 
chips  by  18  months.  Says  Sun  ceo  Scott 
G.  McNealy:  "The  PowerPC  is  on  real 
shaky  ground." 

TOO  LATE.  The  new  chips — a  multipro- 
cessor version  of  the  PowerPC  604  and 
the  64-bit  620— are  critical.  These  chips, 
which  can  be  strung  together  in  multi- 
processor systems,  are  crucial  for  the 
fast-growing  network-server  market. 
Sun  and  Hewlett-Packard  Co.  already 
sell  multiprocessor  servers  that  rival 
mainframes.  Now,  Intel  is  jumping  in.  In 
November,  it  brought  out  a  circuit  board 
containing  four  Pentium  Pro  chips  that 
can  be  used  to  build  cheap  servers.  Just 
as  Intel-made  motherboards  helped  es- 
tablish some  PC  makers,  the  server 
board  could  put  lots  of  companies  in  the 
server  business  and  drive  down  profit 
margins.  "It's  the  new  commodity,"  says 
J.  Thomas  West,  the  top  engineer  at 
computer  maker  Data  General  Corp., 
which  has  chosen  Pentium  Pro  over  the 
PowerPC  for  a  new  line  of  servers. 

Things  might  have  been  different  if 
the  next-generation  PowerPC  620  had 
stayed  on  schedule.  Capable  of  crunch- 
ing 64  bits  of  data  at  a  time  instead  of 
the  32  bits  of  current  PowerPCs,  it  was 
supposed  to  debut  last  April.  Since  only 


PLAN  B 

\\\\\     After  production  delays 
and  bickering  over  the 
design  of  a  common 
hardware,  IBM  and  Appl 
finally  agree  to  support 
single  specification  in 
1995.  Given  Apple's  woes,  the 
chances  of  developing  a  huge  Mac 
clone  market  have  dimmed.  Mean- 
while, the  64-bit  PowerPC  is  still  ii 
development.  Another  bad  sign:  IBI\ 
plans  to  use  its  own  version  of  the 
PowerPC  chip  in  new  workstations 
and  servers. 

stations  rather  than  the  620.  IBM  is 
pected  to  have  systems  out  with 
Apache  chip  next  year.  It's  also  desi 
ing  a  new  PowerPC  chip,  the  630,  for 
popular  SP2  parallel  computer,  a  m£ 
frame-class  machine.  IBM  had  planned 
use  the  620  but  decided  not  to  wait 

IBM  and  its  partners  insist  their 
verging  plans  don't  signal  a  probl 
"We  are  in  this  thing  for  the  long  ha 
says  Nicholas  M.  Donofrio,  an  IBM  se: 
vice-president.  "There's  no  turn 
back."  He  says  Big  Blue  still  plan 
use  the  620 — as  soon  as  the  partJ| 
ready.  He  says  IBM  isn't  being  stiijy 
with  its  technology:  He's  talking  to  & 
torola  and  Bull  about  using  Apache.  ■ 
far,  those  companies  say  they  arq| 
interested. 

For  now,  the  PowerPC  partners 
they  have  refocused  Somerset  to  w 
on  delivering  speedier  32-bit  chips  til 
its  volume  customer,  Apple.  Somer 
is  aggressively  boosting  the  speei 
the  604  series.  But  the  faster  c 
won't  arrive  before  Intel  starts  fl 
ing  the  market  with  Pentium  Pro 
moving  the  goalpost  again. 

By  Ira  Soger  in  New  York,  with  Pi 
Burrows  and  Robert  D.  Hof  in  San  Fi 
cisco  and  Gail  Edmondson  in  Paris 
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At  Acer®,  we've  got  lofty  goals.  As  do  our  customers.  So,  before  setting 

We  Aspire 

out  to  redefine  personal  computing  for  the  home,  we  listened  to  their 

to  greatness. 

needs,  their  concerns,  and  even  their  hopes  and  dreams.  The  result? 


The  new  Acer  Aspire™  Minitower  computer.  Just  ^^^^^^^[ 
one  look  at  Aspire  suggests  something  radically 
different.  The  way  it  looks  more  suitable  for  the  ^^^^^^^^^ 
den  or  home  office  than  your  standard  corporate  cubicle.  The  way 
its  inviting  design  meshes  perfectly  with  its  powerful  features,  which 
include  the  Intel®  Pentium®  processor.  The  way  Aspire  practically  sets 
itself  up,  easing  the  fears  of  new  PC  users.  Aspire  is  what  people  think 
a  home  PC  should  be.  It's  a  bold  approach,  and  one  that  people  are 
responding  to  with  overwhelming  enthusiasm.  Aspire  is  representative 
of  the  way  we  at  Acer  approach  every  challenge,  every  day — with  the 
kind  of  thinking  that  redefines  leadership  in  the  computing  marketplace. 


Microsoft* 
Windows°95 


For  additional  information  about  the  Aspire  Minitower  Computer  or  to 
contact  a  retailer  near  you,  call  1-800-3 81-ACER.  AcerXpress  Faxback 
System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 
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CAN  MARTY  SHUGRUE 
MAKE  PAN  AM  FLY? 

Take  a  grand  old  name,  some  aging  planes,  and  voila!-a  transcontinental  carrier 


Five  years  ago,  Martin  R.  Shugrue 
Jr.  took  to  TV  to  assure  consumers 
he  would  keep  ailing  Eastern  Air 
Lines  Inc.  flying.  As  court-appointed 
trustee,  he  burned  through  $400  million 
of  creditors'  cash  before  rising  fuel  costs 
and  fear  of  flying  during  the  gulf  war 
grounded  Eastern  in  January,  1991.  In 
1994,  he  tried  unsuccessfully  to 
revive  it  as  New  Eastern.  Now, 
the  former  Navy  pilot  aims  to 
relaunch  himself  as  chief  execu- 
tive of  a  resurrected  Pan  Am. 

On  Jan.  30,  Shugrae,  Pan  Am's 
vice-chaimnan  from  1984  to  1988, 
announced  a  plan  to  restart  the 
airline,  which  filed  for  bankruptcy 
in  1991.  Come  summer,  Pan  Am's 
blue  globe — symbol  of  the  first 
airline  to  fly  around  the  world — is 
to  grace  eight  aging  Airbus 
A300s  providing  low-cost,  non- 
stop flights  among  New  York, 
San  Francisco,  Los  Angeles, 
Chicago,  and  Miami.  But  there 
are  stiff  odds  against  Shugrue's 
keeping  the  reborn  fine  aloft. 

The  industry  is  littered  with 
failed  startups,  and  a  familiar 
name  may  not  help.  Says  Michael 
J.  Boyd,  president  of  Aviation 
Systems  Research  Corp.:  "You 
can  dress  a  cadaver  in  a  three- 
piece  suit,  but  you  can't  make 
him  dance."  Shugrue  declined  to 
comment  for  this  article. 
BLUE-COLLAR  ROOTS.  Even  some 
of  Shugrue's  fans  have  doubts. 
Russell  Tliayer,  chairman  of  Kiwi 
International  Air  Lines  Inc.  and  a 
former  Pan  Am  senior  vice-presi- 
dent, praises  him  as  "very  capa-  ~ 
ble,  a  good  administrator"  and  able  to 
attract  experienced  personnel.  But  the 
routes  Shugme  has  picked  are  major  car- 
riers' bread  and  butter,  Thayer  notes. 
And  it  will  be  hard  to  hold  Pan  Am's 
costs  to  4.8(2  per  mile — the  level  Shugiue 
says  will  make  low  fares  viable. 

Shugrue  has  the  confidence— some 
former  associates  say  the  arrogance — 
to  try  to  pull  it  off.  The  son  of  a  Provi- 
dence policeman,  he  joined  Pan  Am  in 
1968  as  a  pilot  and  flight  engineer  after 


six  years  in  the  Navy,  moved  into  man- 
agement, and  made  his  way  to  the  top. 

His  blue-collar  roots  always  helped 
him  relate  to  workers.  "He's  very  charis- 
matic and  fosters  loyalty  among  em- 
ployees," says  former  Pan  Am  Vice- 
President  Jeffrey  F.  Kriendler.  Still, 
when  the  unions  won  the  ouster  of 


saying  the  reorganization  was  about| 
succeed.  He  got  it — and  less  than  tr 
weeks  later  shut  Eastern  down, 
stayed  to  handle  the  liquidation,  and  I 
one  challenged  the  raise.  Expla| 
a  creditor's  attorney:  "Everyc 
needs  something  from  the  truste| 
In  1994,  Shugrue  proposed  New  Ea 


SHUGRUE:  He  has  raised  roughly  $30  million 


Chairman  C.  Edward  Acker  in  1988,  the 
board  asked  Shugrue,  his  close  associate, 
to  leave  also.  He  soon  became  president 
of  Continental  Airlines  Inc.  but,  like 
many  top  Continental  execs  then,  stayed 
only  a  short  time.  In  April,  1990,  he  be- 
came Eastern's  trustee. 

Over  creditors'  objections,  he  kept 
the  airline  flying,  initiating  business- 
class  service  at  coach  fares.  Within  a 
year,  he  asked  the  court  for  a  raise — 
from  $35,416  to  $50,000  a  month— 
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i  to  use  idle  Eastern  planes.  But  he 
ildn't  raise  the  $100  million  he  needed. 

0  one  was  going  to  bankroll  Shugrue," 
fs  an  industry  veteran  who  saw  the 
n.  "What  shareholder  value  has  he 
ated?  The  only  value  he  ever  created 
s  for  himself." 

[n  January,  1995,  Shugrue  requested 

1  million  on  top  of  the  $2.29  million  he 
1  been  paid,  because  of  the  value  he 
1  returned  to  creditors.  Some  credi- 
3  were  incensed,  but  he  got  the  mon- 

Shugrue  has  previously  defended  his 
stern  record.  While  it  once  appeared 
stern  wouldn't  pay  even  administra- 
3  claims,  unsecured  creditors  owed 
3  than  $100,000  have  received  11<2  on 

dollar.  Those  owed  more  have  gotten 
on  the  dollar,  with  more  promised. 

V  QUEST.  Shugrue  stepped  down  in 
jruary,  1995.  But  liquidating  agent 
n  J.  Sicilian  soon  asked  him  to  help 
i  a  home  for  some  A300s  grounded  by 
itinental.  Eastern  had  once  owned 
planes,  and,  because  of  a  complex 
arrangement,  stood  to  be  out  $6  mil- 
or  so  unless  they  were  used  domes- 
lly.  Analysts  sh&e  Inc.  suggested  a 
iscontinental  earner  might  use  them. 
5o  Shugrue  began  a  new  quest  for 
estors.  He  met  with  Charles  E. 


Cobb  Jr.,  former  chairman  of  developer 
Arvida  Corp.,  who  paid  $1.3  million  for 
Pan  Am's  logo  and  name  in  1993.  Cobb 
had  asked  second-tier  international  air- 
lines to  form  a  "Pan  Am  Alliance"  to 
exploit  the  trademark,  but  they  wanted 
a  domestic  carrier  to  ferry  passengers 
within  the  U.  S.  New  Eastern  looked 
like  the  ticket.  Last  fall,  the  two  decid- 
ed to  use  the  Pan  Am  name  instead. 


The  routes  Shugrue  has  chosen 
for  the  new  Pan  Am  are  major 
carriers'  bread  and  butter 


Shugrue  appears  to  have  cleared  the 
first  hurdle — raising  roughly  $30  million 
in  startup  capital.  He  is  contributing 
$500,000.  Frost  Hanna  Mergers  Group,  a 
Boca  Raton  (Fla.)-based  blind  pool — 
which  raises  money  before  an  invest- 
ment is  selected — will  provide  $10.2  mil- 
lion. While  blind  pools  generally  have 
questionable  reputations,  Frost  Hanna's 
principals  have  done  two  successful 
deals.  The  pool  is  to  merge  with  Pan 
Am,  which  will  then  trade  publicly.  Oth- 
er investors  will  provide  some  $10  mil- 


lion. Cobb,  who  is  chairman,  is  con- 
tributing the  trademark  and  cash,  to- 
gether worth  about  $3  million.  And 
Eastern  is  anteing  up  $4  million  in  facil- 
ities, assets,  and  cash.  That  came  as  a 
surprise  to  its  remaining  creditors.  But 
Sicilian  insists  it's  a  good  deal — and  a 
small  contribution  to  avoid  a  liability  of 
$6  million  or  more. 

Now  Shugrue  faces  an  outcry  by  sur- 
vivors of  victims  of  the 
1988  bombing  of  Pan  Am 
Flight  103  over  Locker- 
bie, Scotland,  who  don't 
want  to  see  Pan  Am's 
name  revived.  Despite 
such  clouds,  dozens  of  old 
Eastern  and  Pan  Am 
workers  hope  to  sign  on.  "I  want  to 
know  where  to  apply,"  says  Maria  Lobo, 
a  Pan  Am  flight  attendant  for  26  years. 
Many  others  insist  Shugrue  has  a  shot. 
"People  are  underestimating  this  thing," 
says  Robert  Gould,  sh&e's  managing  di- 
rector of  aviation  safety,  who  worked 
for  Shugrue  at  Pan  Am  and  Eastern.  "I 
think  he's  going  to  make  a  go  of  it."  If 
so,  chalk  up  one  more  first  for  Pan 
Am — reincarnation. 

By  Gail  DeGeorge,  with 
Ivette  Diaz,  in  Miami 
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Science  &  Technology 


BIOTECHNOLOGY 


IS  SMITHKUNE'S 
FUTURE  IN  ITS  GENES? 

R&D  chief  Poste  is  racing  ahead  in  gene-based  drugs 


George  Poste  never  lacked  drive. 
The  son  of  a  British  auto  mechan- 
ic, he  reached  the  Formula  5000 
racing  circuit  by  his  early  20s. 
But  as  he  was  speeding  around  a  Ger- 
man track  in  1971,  Poste  had  a  horren- 
dous crackup.  In  addition  to  broken 
bones,  he  suffered  a  crushed  nerve  in 
his  larynx,  forcing  him  to  relearn  to 
speak.  It  wasn't  the  10  weeks  in  the 
hospital  that  ended  his  racing,  though. 
"It  was  the  realization  that  I  had  no 
chance  of  being  a  superstar,"  he  says. 

These  days,  Poste  is  shooting  for  a 
different  kind  of  stardom.  As  research 
chief  of  London-based  SmithKline 
Beecham  PLC  (sb),  he  closed  a  contro- 
versial $12-5  million  deal  in  199.3  with 
Human  Genome  Sciences  Inc.  (HGS)  in 
Rockville,  Md.,  giving  sb  dibs  on  the 
largest  database  of  human-genetic  in- 
formation in  the  world.  Now,  he's  racing 
to  capitalize  on  that.  He  wants  to  make 
genomics — the  study  of  genes  and  their 
role  in  health  and  disease — the  technol- 
ogy underlying  SB's  drugs,  diagnostics, 
and  consumer  businesses.  By  doing  so, 
he  hopes  to  make  SB  an  industry  leader. 

That  won't  be  easy.  The  $11  billion 
Anglo- American  company  is  only  the 
world's  10th  largest  in  terms  of  drug 
revenues,  clown  from  No.  3  in  1989,  after 
a  wave  of  industry  mergers.  Although 
sb  has  4,200  scientists  and  r&d  staffers 
divided  between  Britain  and  the  U.  S., 
its  $1  billion  r&d  budget  is  shrinking 
compared  with  the  outlays  of  its  rivals. 
Some  insiders  even  wonder  whether  the 


outfit  is  big  enough  to  go  it  alone. 

That's  why  Poste,  a  confessed  caf- 
feine addict  who  drinks  up  to  30  cups  of 
coffee  a  day,  is  pushing  SB's  scientific- 
pedal  to  the  metal.  He  figures  sb  has 
two  to  three  years  left  to  wring  value 
from  H<;s's  genetic  data  before  rivals 
catch  up.  So  he's  forging  alliances  and 
shifting  his  core  research  and  develop- 
ment group  into  high  gear.  Even  be- 
fore the  genomics  kicks  in,  SB  is  produc- 
ing at  least  two  novel  drugs  and  one 
vaccine  per  year.  It  has  23  compounds  in 
late  stages  of  human  testing  or  awaiting 
approval — more  than  any  other  compa- 
ny. That  has  pushed  SB's  stock  up  50% 
since  last  March— to  $10.92. 
jumping  CURBS.  For  Poste,  that's  not 
enough.  "Is  this  a  pressure-cooker  or- 
ganization? Unequivocally.  But  that's 
the  landscape  of  the  times,"  says  the 
research  chief,  who  has  been  known  to 
fly  into  eye-bulging  rages  and  terrify 
passengers  when  he's  behind  the  wheel 
by  jumping  curbs  to  get  to  his  destina- 
tion faster. 

Poste,  51,  has  been  as  quick  to  shift 
gears  in  his  career  as  in  his  car.  He 
earned  a  degree  in  veterinary  medicine 
in  1966.  But  after  spending  eight  weeks 
tending  to  cows  and  sheep  on  the  Eng- 
lish-Welsh border,  he  called  it  quits.  He 
got  a  PhD  in  virology  at  the  University 
of  Bristol  in  1969,  then  taught  at  the 
State  University  of  New  York  at  Buffa- 
lo. In  1980,  SmithKline  and  French  Lab- 
oratories lured  him  away.  Nine  years 
later,  its  parent  SmithKline  merged  with 


Britain's  Beecham,  and  Poste  becam^  ; 
No.  2  in  the  combined  lab,  rising  to  be 
come  research  chief  in  1991. 

A  voracious  reader  with  a  near-photo, 
graphic  memory,  Poste  also  has  persua 
sive  powers  that  even  competitors  sal 
lute.  "He's  just  a  phenomenal  speakei 
with  a  real  vision  of  what  the  world  U 
going  to  look  like,"  says  Randall  Wi 
Scott,  chief  scientific  officer  at  Incyti 
Pharmaceuticals  Inc.  in  Palo  Alto,  Calil 

Poste's  forcefulness  served  him  well  ii 
the  early  1980s  when  he  persuaded  his;, 
bosses  to  let  him  remiit  the  National  In 
stitutes  of  Health's  Martin  Rosenberg,  & 
protein  expert.  The  result  in  1989  \va 
Engerix-B — one  of  the  first  genetical!' 
engineered  hepatitis-B  vaccines,  wit) 


$613  million  in  sales  last  year. 

Poste  took  another  flier  on  Huma; 


1 SmithKline 
Beecham  (SB) 
scientists  pioneered 
a  method  for  collect- 
ing bone-destroying 
cells  called  "osteo- 
clasts." They  ex- 
tracted messen- 
ger RNA  from 
the  cells  and 
made  DNA  copies. 


3 


2 Human  Genome  Sciences  (HGS)  se- 
quenced the  DNA,  and  " bio-i nformati- 
cians"  compared  it  with 
DNA  in  the  company's 
vast  database  of  human 
and  animal  genes.  The  ISsIflliS 
researchers  identified  a 
gene  that's  active  only 
in  the  osteoclasts,  se- 
quenced the  gene,  and 
handed  it  back  to  SB. 


Parlaying 
Raw  Genes 
Into  New 
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Genomics  has  not  led  to  a  single  blockbuster 
drug  so  far.  Yet  by  2000,  Poste  expects  to  base  all 
of  SmithKline's  drug-discovery  programs  on  it 


I  i  GAMBLE:  If  Poste's  strategy  is 
"  ong,  it  means  "a  lot  of  dead  ends" 


aome  Sciences.  In  mid-1993,  he  got 
l  ;  board  to  pay  $125  million  for  7%  of 
company  and  exclusive  commercial 
;!  ess  to  most  of  its  data.  Rivals  were 
i  ptical.  At  the  time,  the  data's  value 
H  3  unclear.  Glaxo,  for  one,  declined  to 
■l  est  in  hgs,  says  Colin  Dykes,  its  ge- 
]  nics  chief  in  Britain,  because  of  the 
ft  inting  "struggle  to  make  sense  out  of 
]  untains  of  sequenced  information." 
I  5oste  coped  with  the  data  overload 
I  hiring  "bio-informaticians,"  who  are 
I  lipped  with  powerful  computers  to 
1  p  locate  genes  by  searching  for  pat- 
I  ns  in  dna  sequences.  With  30  such 
I  mtists  already,  SB  aims  for  50  by 
J  rend.  It  has  just  nabbed  one  of  the 

S  researchers  - 

||  ;rmined  the 
Dl  ucture  of      A  - 
2 1  ymes 
m  ted  with 
P|  ie.  They 

;d  for  chemi- 
im  at  fit  into  the 

ims'  folds  and  inhibit  their  bone- 
si  ing  action.  These  chemicals  are 
w|  ing  developed  as  potential  drugs. 


best — Randall  F.  Smith  of  the  Human 
Genome  Center  at  the  Baylor  College  of 
Medicine. 

Genomics  has  yet  to  lead  to  a  single 
blockbuster  drug.  Yet  Poste  has  based 
25%  of  SB's  drug-discovery  programs  on 
it  and  expects  to  base  all  of  them  on  it 
by  the  year  2000.  The  idea  is  that 
systematic  database  research  can  lead  to 
the  discovery  of  genes  with  previously 
unknown  roles  in  disease.  Those  discov- 
eries can  then  be  used  to  develop  drugs 
to  act  on  the  genes  or  their  correspond- 
ing proteins.  It's  a  gamble.  Says  Ian 
Smith,  a  former  Beecham  scientist  who's 
now  a  Lehman  Brothers  Inc.  drag  ana- 
lyst: "If  he's  wrong,  the  company  could 
run  into  a  lot  of  dead  ends." 

For  now,  SB  has  a  clear  lead,  hgs  has 
sequenced  about  850,000  fragments  of 
dna,  which  represent  pieces  of  about 
85%  of  the  genes  in  the  human  body.  In 
contrast,  a  Merck-funded  group  at 
Washington  University  in  St.  Louis  had 
about  355,000  sequences  through  Janu- 
ary. SB  claims  to  have  a  two-year  lead, 
but  Merck  boasts  of  wider  collabora- 
tions in  the  academic  community. 

Putting  its  genomics  expertise  to 
work,  SB  is  racing  ahead  with  a  chug  de- 
veloped from  analysis  of  a  gene  that 
causes  a  form  of  osteoporosis  (diagram). 
The  compound  may  enter  clinical  trials 
within  a  year,  although  a  commercial 
drug  is  still  years  away,  says  SB's  Rosen- 
berg. By  the  turn  of  the  decade,  SB 
hopes  to  market  tests  that  would  diag- 
nose diseases  by  detecting  changes  in 
the  way  genes  are  turned  on  and  off. 
While  diagnostics  itself  is  a  small  mar- 
ket, the  underlying  science  could  also 
lead  to  new  treatments. 

Meanwhile,  sb  and  its  collaborators 
are  patenting  genes  like  crazy — filing 
nearly  200  of  the  450  human-gene- 
based  patent  applications  that  have 
been  filed  so  far  in  the  U.  S.  One  is 


for  a  gene  involved  in  atherosclerosis. 
hgs's  database  compressed  what  would 
have  been  a  yearlong  gene  hunt  by  5 
to  10  researchers  into  a  24-hour  com- 
puter exercise. 

At  the  same  time  as  sb  hunts  for 
genes,  it  is  developing  a  fast  way  to 
test  the  effectiveness  of  both  gene-based 
and  conventional  drugs.  That  work  is 
being  done  by  Orchid  Biocomputer,  a 
joint  venture  set  up  last  fall  by  SB  and 
the  David  Sarnoff  Research  Center  in 
Princeton,  N.J.  By  1998,  Orchid  wants 
to  put  10,000  microscopic  test  tubes, 
along  with  computer-controlled  pumps 
and  sensors,  on  chips  the  size  of  busi- 
ness cards.  In  a  few  hours,  the  chips 
would  make  10,000  chemicals  and  then 
screen  them  against  biological  targets. 
Poste  figures  SB's  chemists  will  be  able 
to  test  5  million  chemicals  a  year,  500 
times  as  many  as  now. 
"TOUGH  BOSS."  Poste  wants  to  shorten 
the  time  it  takes  SB  to  bring  drugs  to 
market.  Every  week  of  development 
costs  the  company  $11  million  in  lost 
revenue  on  a  big-selling  drug.  His  goal: 
to  squeeze  development  time  to  just  un- 
der 5.5  years — down  from  7.8  now  and 
more  than  9  in  1991.  "He's  a  veiy  tough 
boss  who  sets  tough  deadlines,"  says 
Paul  Nicholson,  SB's  senior  vice-presi- 
dent for  worldwide  development. 

That's  for  sure.  "People  know  when 
they  give  me  a  stupid  or  superficial  an- 
swer," he  says.  Since  becoming  boss,  he 
has  cut  the  r&d  organization  by  nearly  a 
quarter,  axing  1,300  people  who  he  felt 
were  redundant  or  had  not  signed  on  to 
his  vision.  "This  hasn't  always  made  me 
the  most  popular  guy  in  the  organiza- 
tion," he  concedes. 

Still,  he  has  invigorated  the  company. 
Before  he  took  over,  "they  had  all  that 
biology  but  no  breakthroughs,"  says  bio- 
tech  pioneer  George  B.  Rathmann, 
founder  of  Amgen  and  now  chairman 
of  icos  Corp.  in  Bothell,  Wash. 

Five  years  from  now,  Poste  sees  him- 
self spending  more  time  at  his  house  in 
the  Arizona  desert,  writing  about  tech- 
nology or  driving  the  Humvee  that  he 
recently  mired  in  three  feet  of  water 
in  Aiizona's  Verde  River.  With  his  chive, 
five  more  years  may  be  all  the  time 
Poste  needs  to  make  SmithKline  Beech- 
am  a  genomic  star. 

By  Julia  Flynn  in  London,  with 
John  Carey  in  Washington,  Joseph 
Weber  in  Philadelphia,  and  Joan  O'C. 
Hamilton  in  San  Francisco 


And  In  The  Future... 
SB  and  the  Sarnoff  Center  hope  to 
develop  a  revolutionary  silicon  chip 
the  size  of  a  business 


card,  containing 
10,000  tiny 
test  tubes.  ^ 
The  chip 
would  speed 
testing  of  new 


drug  candidates. 
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Asset  Management 


i  have  been  entrusted  with  t 


at  ki 


of  money,  you  c. 


rd  to  make  a  stronger 


promise  than  others. 


This  number  represents  the  trust 
thousands  of  pension  fund  managers 
and  individuals  have  put  in  AXA  in 
23  countries  worldwide. 
It  also  ranks  us  as  the  4th  largest 
global  insurer  in  terms  of  assets 
under  management.  So  we  do  not 
take  it  lightly  when  we  say  : 


Go  ahead 


i'l 1  ■.•T'  111 


lyon  us 


INSURANCE  &  INVESTMENT 

with  our  partner 

EQUITABLE 


Developments  to  Watch 


DITED  BY  OTIS  PORT 


SPEAKERS  THIN 
AS  WALLPAPER 

IMAGINE  A  LOUDSPEAKER 

so  thin  that  it  can  fold 
from  the  lid  of  a  note- 
book computer.  Or  so 
flexible  it  can  be  formed 
into  a  lampshade.  That's 
what  mzx  Inc.,  a  startup 
in  Newbury  Park,  Calif., 
has  developed. 

It's  a  new  type  of  elec- 
trostatic speaker.  Such 
speakers  are  often  found 
hanging  on  walls  because 
they're  no  thicker  than  a 
painting.  But  mzx's  are 
more  like  wallpaper.  They 
can  be  as  thin  as  10  thou- 
sandths of  an  inch,  says 
mzx  founder  Claus  E. 
Zimmermann.  Their  con- 
struction is  simple:  Two 
sheets  of  conductive  film, 
such  as  metallized  plastic, 
surround  a  nonconductive 
layer,  which  can  be  rub- 
ber or  even  a  smear  of 
Vaseline.  Stretch  this 
sandwich  in  a  frame  and 
attach  thin,  perforated- 
aluminum  electrodes. 
Voila!  When  an  audio  sig- 
nal is  fed  to  the  elec- 
trodes, the  sound  "leaks" 
from  the  perforations  and 
generates  hi-fi  vibrations 
in  the  speaker. 

Zimmermann's  compa- 
ny was  awarded  its  initial 
patent  last  year.  Now, 
several  computer  and  cell- 
phone makers  are  getting 
ready  to  unveil  new  prod- 
ucts featuring  the  ultra- 
thin  speakers. 


KEEPING  CHIPS  FROM  BLOWING  THEIR  COOL 


THE  FASTER  CHIPS  RUN,  THE  HOTTER  THEY  GET.  WITHOUT 

little  cooling  fans  mounted  on  top,  Intel  Corp.'s  Pentium-chip 
"brains"  would  suffer  a  heat  stroke.  Trouble  is,  fans  can  re- 
move only  about  40  watts  of  heat  per  square  centimeter.  But 
when  future  chips  get  up  to  speeds  of  more  than  250  mega- 
hertz— Pentiums  now  top  out  at  166 — they'll  need  to  be 
cooled  by  50  watts  or  more. 

To  prepare  for  that  day,  Purdue  University's  Issam  Mudaw- 
ar,  a  professor  of  mechanical  engineering,  has  developed  a 
technique  to  embed  thermal  microchannels  in  printed  circuit 
boards.  Hundreds  of  watts  of  heat  can  be  sucked  away  by  a 
special  liquid  flowing  in  the  chan- 
nels. Mudawar  has  constructed  • 
prototype  systems  for  the  Air  « 
Force  that  are  10  times  cooler  I 
than  the  air-cooled  avionics  in 
today's  warbirds. 

Meanwhile,  at  the  mid-Febru- 
ary  Uniforum  96  computer  show  in 
San  Francisco,  Superconductor  Tech- 
nologies Inc.  showed  off  a  frosty 
concept    that    chills    chips  to 
-55C  or  below,  using  a  small  cryo- 
genic cooler.  Heat  is  siphoned  out 
through  a  so-called  heat  pipe,  or 
heat  exchanger.  At  such  tempera- 
tures, microchips  outdo  themselves 
because  transistors  switch  on  and 
off  faster.  The  Santa  Barbara 
(Calif.)  company  says  its  device  can 
boost  the  speed  of  computers  by  50% 
or  more.  Commercial  Data  Servers  ' 
Inc.  in  Sunnyvale,  Calif.,  has  ordered 
the  coolers  for  a  line  of  supeifast  "cold 
computing"  mainframes. 


INNOVATIONS 


PATCHES  FOR  ELECTRONIC  EROSION 

AS  MICROCIRCUIT  LINES  SHRINK,  ELECTRONS  WHIZZING 

along  the  edges  of  ultratiny  circuits  could  scrape  away 
surrounding  silicon  atoms,  much  like  streams  dislodg- 
ing rocks  from  mountainsides.  This  already  happens, 
but  in  today's  fatter  lines,  most  electrons  flow  in  the 
center,  so  it  takes  years  for  electron  erosion  to  cause  a 
failure.  With  tomorrow's  wispy  lines,  however,  glitches 
might  occur  in  just  months. 

Researchers  at  the  University  of  Illinois'  Beckman 
Institute  believe  they've  found  a  simple  fix:  Use  deuteri- 
um instead  of  hydrogen  for  the  so-called  annealing  step. 
Normal  annealing  puts  silicon-hydrogen  patches  on 
atomic-level  defects  that  occur  during  some  chipmaking 
operations.  But  silicon-deuterium  bonds  turn  out  to  be 
10  to  50  times  stronger — an  unexpected  result,  since 
deuterium  is  just  an  isotope  of  hydrogen.  The  university 
has  applied  for  a  patent,  and  chipmakers  are  lining  up 
to  use  the  technology. 


■  Low-fat  trench  fries?  That 
may  not  be  an  oxymoron. 
Ranjit  Kadan,  a  food  tech- 
nologist with  the  Agriculture 
Dept.'s  Southern  Regional 
Research  Center  in  New  Or- 
leans, has  developed  "nice 
fries."  They're  really  rice 
fries — fortified  rice  flour  ex- 
truded like  big,  square  spa- 
ghetti. Surprisingly,  they 
cook  up  with  only  half  the 
fat  of  the  potato  variety.  Ka- 
dan is  not  sure  why.  But 
their  taste  still  needs  work, 

he  admits. 
a-    ■  While  studying  den- 
tal disease  in  baboons, 
researchers  at  Johns 
Hopkins  University 
discovered  that  bone- 
moiphogenic  proteins — 
substances  that  promote 
bone  growth — can  also 
help  heal  damaged  gums. 
This  unexpected  finding 
suggests  the  proteins 
may  be  useful  in  treat- 
ing    gum  disease. 
Among  older  people,  gum 
disease   is   a  leading- 
cause  of  tooth  loss. 
■  With  the  abundance  of 
chemicals  in  manufactur- 
ing plants,  it's  all  too 
easy  to  inadvertently 
J  mix  up  a  noxious  brew. 
So  the  American  Institute  of 
Chemical  Engineers  twisted 
arms  at  Dow  Chemical  Co., 
and  the  two  organizations 
plan  a  March  unveiling  for 
ChemPat,  an  expert-system 
software  package  developed 
by  Dow  for  internal  use. 
ChemPat  knows  about  the 
compatibility  of  chemicals  and 
has  been  a  valuable  tool  for 
Dow  in  developing  safe  chem- 
ical processes. 

■  People  tired  of  Canada 
geese  dropping  you-know- 
what  might  want  to  drop 
some  grapelike  flavoring  on 
the  grass.  Wildlife  experts  at 
Cornell  University  say  that 
the  geese  are  put  off  by 
grass  sprayed  with  methyl 
anthranilate. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmar@businessweek.com 
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Marketing 


FASHION 


IS  THAT  A  ZEGNA 
YOU'RE  WEARING? 

Why  Italy's  hottest  menswear  maker  is  so  hot 


Could  Houston  Rockets  center  Ha- 
keem Olajuwon,  King  Juan  Carlos 
of  Spain,  and  members  of  O.J. 
Simpson's  Dream  Team  possibly  have 
anything  in  common?  Maybe  just  their 
fashion  sense:  All  wear  $1,500  suits  and 
$105  ties  made  by  Italian  menswear 
group  Ermenegildo  Zegna. 

Move  over,  Giorgio  Armani.  Zegna, 
an  85-year-old  family-owned  company 
based  in  Trevero,  at  the  foot  of  the  Ital- 
ian Alps,  is  carving  out  a  sizable  slice  at 
the  top  end  of  the  U.  S.  menswear  mar- 
ket, where  two-piece  suits  sell  for  $1,000 
and  up.  Strictly  a  textile  company  for  its 
first  40  years,  Zegna  still  supplies  fabric 
to  some  of  Europe's  top  fashion  houses. 
But  now,  it  offers  its  own  clothing  line 
as  well.  "With  Zegna's  fabrics  and  Zeg- 


500  - 


na's  look,  the  clothes  are  half  sold  before 
you  take  them  off  the  hanger,"  says 
Murray  Pearlstein,  owner  of  Louis  Bos- 
ton, a  high-end  Massachusetts  clothier. 
"Right  now,  they  are  the 
hottest." 

This  year,  Zegna's 
three  U.  S.  stores — in 
New  York,  Beverly  Hills, 
and  Costa  Mesa,  Calif. — 
as  well  as  its  20  U.  S.  in- 
store  boutiques  at  out- 
lets such  as  Louis,  are 
set  to  ring  up  $100  mil- 
lion in  sales,  a  30%  in- 
crease over  1995  rev- 
enues. And  Zegna  has 
recently  edged  out  rival 
Armani  as  the  largest 


menswear  supplier  to  Neiman  Marcu 
Worldwide,  Zegna  racked  up  $500  m 
lion  in  sales  last  year,  making  it  one 
the  fastest-growing  fashion  groups 
Europe  (chart). 

MADE  FROM  SCRATCH.  Zegna  h 
achieved  its  success  by  breaking  some 
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ZEGNA  FASHIONS  SOME 
STRONG  GROWTH 


SALES 


200  — : 


the  cardinal  rules  of  the  rag  trade.  A  j 
mani  and  most  other  luxury  appar 
brands,  for  example,  farm  out  almo 
all  their  manufacturing.  But  Zegna  n 
only  puts  together  its  own  clothes- 
plants  in  Italy,  Spain,  and  Switzerland- 
but  also  spins  the  yarn  and  weaves  t' 
cotton,  cashmere,  and  wool  fabrics  this 
go  into  its  garments. 

While   many  of 
competitors   have  e 
panded  through  franch 
ing,  Zegna  has  aggre 
sively  established 
own  shops  in  top  loc 
tions  around  the  worl 
With  new  stores  open 
last  year  in  Barcelor 
Lisbon,    Vienna,  an 
other    places,  Zeg 
currently  has  30  of 
own  outlets,  along  wi 
around  120  closely  m; 
aged  in-store  boutiqu 
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fir  to  go 

is 


Introducing  the  HP  OmniGo  100 
Organizer  Plus. 

It's  the  first  organizer  that  actually  folds  in  half  to 
give  you  twice  the  organizing  power.  Type  on  the 
keyboard.  Or  write  with  a  pen.  Tins  handheld 
wonder  is  so  smart  it,  even  recognizes  handwriting. 
You  get  financial  t  ools  like  Lotus  "  compatible 

lO  C3EOWORKS 


spreadsheets,  HP  12C  calculator  functions,  and 
Pocket  Quicker!.*  And  of  course,  essentials  like  a 
calendar,  phonebook,  database,  memo  pad  and 
more.  At  only  $349!,  HP  OmniGo  is  the  organizer 
that  means  business. 

So  call  1-800443-1254  Ext.618  today  for  an  HP 
dealer  near  you.  And  put  the  power  of  organiza- 
tion in  the  palm  of  your  hand. 


EWLETljj 
PACKARD 


h  Free  with  coupon  in  box.  t  Average  U.S.  retail  price  Pocket  Quicken  is  a  trademark  of  Intuit,  Inc.  Lotus  and  1-2-3  are  U.S.  registered  trademarks  of 
Luius  I  levelopment  Corporation.  Other  brand/product  names  are  trademarks  of  their  respective  holders.  ©1995  Hewlett-Packard  Company. 
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ie  fact  that  they  can 
ke  their  fabrics,  pro- 
je  their  clothes,  and 
n  their  stores  gives 
■m  an  advantage  be- 
se  they  can  manage  the 
>ply  chain,"  says  Yoram 
tgeld,  a  textile  consul- 
it  at  McKinsey  &  Co. 
lis  is  a  business  where 
i  have  a  very  high  de- 
e  of  complexity." 
Jnlike  Armani  or  Hugo 
3S,  Zegna  has  shied 
ay  from  licensing  its 
ne.  Although  royalties 
m  colognes,  bedsheets, 
1  underwear  can  bring 
?asy  money — about  30% 
Boss's  $620  million  in 

5S  last  year  came  from  TIES  FOR  $105:  New  York  boasts  one  of  three  U.  S.  Ze 


nsing — it  also  can  wear 
vn  a  brand's  cachet.  Zegna  can't  af- 
i  any  erosion:  With  prices  on  a  par 
h  top-of-the-line  Annani  and  higher 
n  Boss,  it  serves  an  exclusive  cus- 
ler  segment.  "Retailing  is  still  the 
.t  way  to  go  for  us  because  licensing 
es  away  from  the  exclusivity,"  says 
year-old  Gildo  Zegna,  part  of  the 
!*d  generation  of  the  Zegna  clan  that 
is  the  closely  held  company.  His 
her  and  uncle,  who  still  head  the 
;iness,  oversaw  the  expansion  into 


apparel  in  the  1950s.  In  the  late  1970s, 
they  sent  Gildo  to  work  in  Blooming- 
dale's  in  New  York  for  a  year  to  learn 
about  American  retailing.  Now,  he's  ap- 
plying those  lessons  as  Zegna  opens  its 
own  stores. 

STRETCH  CASHMERE.  Zegna  also  keeps 
ahead  by  using  innovative  fabrics.  Be- 
cause it  has  its  own  $70  million  textile 
division — which  was  originally  the  heart 
of  the  company — it  can  be  the  first  to 
offer  novel  fabrics  such  as  cashmere 


corduroy  or  Microtene,  a 
lightweight  water-resistant 
cloth  that  it  started  using 
last  year  in  its  sportswear 
line.  Later  this  year,  it  will 
offer  $1,500  sport  coats 
made  of  stretch  cashmere. 
"Whereas  Armani  is  posi- 
tioned as  style,  Zegna  is 
positioned  as  having  the 
best  quality  and  most  in- 
novative fabrics,"  says 
McKinsey's  Gutgeld. 

In  the  U.  S.,  Zegna  has 
been  helped  by  the  move 
away  from  boxy  Ivy 
League  suits.  European  de- 
signers such  as  Zegna, 
which  offers  a  sleeker  look 
in  suits  along  with  decon- 
structed "casual  Friday" 
"  wear,  have  taken  market 
share  away  from  homegrown  outfitters 
such  as  Brooks  Brothers  and  Hickey- 
Freeman,  a  subsidiary  of  Hartmarx 
Corp.  And  although  the  total  American 
suit  market  has  shrunk,  the  upper  end 
is  still  growing.  "We  are  all  benefiting 
from  this  trend,"  says  Andreas  Kurz, 
ceo  of  Hugo  Boss  USA.  Of  course,  this  is 
still  the  fashion  world,  where  trends 
can  change  overnight.  But  right  now, 
Zegna  is  looking  sharp. 

By  John  Rossant  in  Trevero 


gna  stores 


Attractive,  Affordable,  Available: 
Ceco  Pre-Engineered  Buildings 

For  nearly  five  decades  we  have  specialized  in  providing  attractive  pre-engineered  buildings  with 
quality  metal  roofs,  all  at  predictable  prices  and  construction  schedules.  We  are  Ceco  Building 
Systems,  recognized  nationally  by  many  of  the  Fortune  500  companies  and  available  locally  through 
authorized  Ceco  builders.  Dial  1 -800474-CECO. 

For  a  copy  of  .*> 


SIEMENS 


1908.  That  was  then. 


One  of  the  favorites  in  The  Great  New  York  to  Paris  Race  was  a  motor  car 
named  Protos.  It  was  built  by  a  company  named  Siemens. 


©  Siemens  Corporation  1996 


1996.  This  is  now. 


Today  Siemens  builds  almost  everything  for  an  automobile  except  the  automobile 
itself.  We  supply  25  of  the  world's  major  car  makers  with  over  700  systems 
and  products,  from  fuel  injectors  and  microprocessors  to  halogen  headlamps. 
Those  products  are  only  some  of  the  many  precision  technologies  made  by 
the  20,000  Siemens  people  working  at  80  U.S.  manufacturing  sites,  In  fact,  with 
47,000  men  and  women  working  nationwide,  Siemens  remains  determined 
to  continue  as  a  leader  in  the  kind  of  thinking  that  produces  innovative  technol- 
ogy for  everyone  Siemens.  Precision  Thinking. 


 For  more  information,  write  for  Siemens  '96.  Box  8003,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 

Visit  our  web  site  at  www.siemens.com  on  the  Internet 


Finance 


MARKET  REGULATION 


NASDAQ:  POWER 
TO  THE  PEOPLE? 


The  SEC  plans  a  radical  overhaul  to  give  the  little  guy  a  fair  shake 


When  the  new  nasdaq  Stock 
Market  opened  for  business  in 
1971,  it  was  heralded  as  the 
market  of  the  future.  Instead 
of  face-to-face  haggling  at  the  existing 
exchanges,  it  featured  a  new  electronic 
stock-quote  system.  Since  then,  nasdaq 
has  grown  astronomically  to  become  the 
world's  second-largest  market,  after  the 
New  York  Stock  Exchange.  For  all  its 
expansion  and  technological  advances, 
though,  nasdaq  is  increasingly  in  the 
spotlight  for  its  failings  instead  of  its 
strong  points.  As  the  market  has 
evolved,  it  has  tilted  further  away  from 
the  small  investor  in  favor  of  brokerage 
firms,  who  make  huge  trading  profits,  of- 
ten at  the  little  guy's  expense. 

Not  any  longer,  if  Arthur  Levitt  Jr. 
has  Ms  way.  The  Securities  &  Exchange 
Commission  chairman  is  personally  over- 
seeing a  revolutionary  overhaul  that 
could  drastically  change  and  improve 
the  way  nasdaq  does  business. 

Part  of  what  might  be  called  Levitt's 
Crusade  is  aimed  at  breaking  down  the 
clubby  way  nasdaq  is  gov- 
erned. But  Levitt's  prime  goal 
is  shifting  the  advantage  away 
from  the  professionals  back  to- 
ward small  investors.  The  sec 
is  mulling  new  rules  mandat- 
ing that  small  investors  in  all 
stock  markets  have  the  same 
access  as  the  pros  to  the  best 
stock  prices.  In  any  given 
trade,  the  small  investor  might  only 
come  out  a  few  dollars  ahead.  But  cu- 
mulatively over  a  year,  the  difference 
could  amount  to  many  billions.  "You  are 
talking  about  major,  major  changes 
overnight,"  says  Michael  Muiphy,  senior 
director  at  Morgan  Grenfell  Capital 
Management  Inc. 

FAVORITISM.  Because  offering  better 
prices  to  small  investors  on  nasdaq  will 
take  a  big  chunk  of  trading  profits  out 
of  broker-dealers'  pockets,  many  nas- 
daq dealers  are  skeptical,  even  angry, 
about  the  changes.  But  in  the  long  run, 
the  rules  should  force  nasdaq  to  be- 
come a  far  more  efficient  trading  sys- 


tem. With  its  superior 
electronic  capabilities, 
nasdaq  will  be  in  a  much 
better  position  than  less 
automated  exchanges  to 
turn  the  rules  to  its  ad- 
vantage. Says  Harold  S. 
Bradley,  head  trader  at 
the  Twentieth  Century 
mutual  fund  group:  "If 
nasdaq  does  that,  it  may 
surpass  the  New  York 
Stock  Exchange  and  truly 
become  the  stock  market 
of  the  21st  century" — 
something  nasdaq  has  re- 
lentlessly promised  in  its 
ads  but  has  yet  to  deliver. 

Levitt's  method  for 
achieving  these  changes, 
though,  flies  in  the  face  of 
the  prevailing  deregulato- 
ry  ethos  in  Washington. 
Although  the  sec  has  the 
power  to  implement  these 
rules,  which  are  scheduled 


ARTHUR  LEVITT  The  SEC  chief  says 
his  plan  to  "level  the  playing  field" 
for  small  investors  will  attract 
more  players  and  increase  liquidity 


to  be  recommended  in  some  form  by 
the  staff  for  commissioners'  approval  by 
May,  they  are  certain  to  encounter  in- 
tense criticism.  Still,  Levitt  is  likely  to 
prevail.  "It's  almost  like  a  regulator  de- 
signing a  car  for  General  Motors,"  says 
Robert  A.  Schwartz,  a  finance  professor 
at  New  York  University. 

Nasdaq's  favoritism  toward  pros  and 
big  investors  is  rooted  in  its  system  of 
about  500  broker-dealer  firms,  who  buy 
and  sell  stock  among  themselves  to  com- 
plete investors'  orders.  For  each  nasdaq 
stock,  small  groups  of  dealers  advertise 
"bid"  and  "ask"  prices,  which  are  dis- 
played on  a  national  network  of  elec- 


tronic quote  machines.  Gener  k 
ly,  investors  must  sell  at  t 
quoted  bid  price  and  buy  at  t  t 
ask  price. 

Since  last  October,  thouj 
the  Justice  Dept.  has  been 
vestigating   whether  deal 
ftnns  who  trade  the  same  stc 
sometimes  conspire  to  set 
artificially  wide  "spread" — t 
difference  between  the  bid-ask  pridj 
The  incentive:  Dealers  make  profits 
trading  shares  inside  the  spread,  oft 
buying  for  less  than  the  advertised  a 
price  and  selling  for  more  than  the  I 
price.  The  dealers  keep  the  difference 
usually  at  least  an  eighth  of  a  point, 
12.5(?,  and  often  more.  For  instance, 
Apple  Computer  Inc.  stock  is  quoted 
$27.75  ask  and  $27.50  bid,  a  dealer  m 
buy  it  from  another  dealer  for  $27. 
and  sell  it  to  a  customer  at  the  high 
price  of  $27.75,  pocketing  the  differed 

The  ability  of  brokers  to  strike 
vorable  deals  at  prices  better  than  t 
spread  has  become  more  prevalent  wi 
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advent  of  new  electronic  markets 
h  as  Instinet,  owned  by  Reuters 
Idings  PLC.  These  offshoot  electronic 
terns  are  a  quick  and  anonymous 
y  for  big  traders  to  buy  and  sell 
?k  at  prices  better  than  the  quoted 
>daq  spread.  But  only  the  biggest 
yers — broker-dealers  and 
tual-fund  traders — have  ac- 
s  to  these  systems,  nasdaq 
ilers  are  the  biggest  users, 
nng  and  selling  stock  at 
:es  superior  to  their  own  ad- 
tised  quotes. 

[Tie  individual  investor  comes 
short  in  another  way,  when 
or  she  submits  a  "limit  or- 


-a  request  to  buy  or  sell  at  a  spe- 
c  price  inside  the  dealers'  quoted 
ige.  These  orders  are  regularly  ig- 
•ed  because  more  competitive  offers 
uld  narrow  dealers'  spreads  and  cut 
)fits. 

The  sec  has  been  debating  for  years 
n  to  direct  the  National  Association 
Securities  Dealers,  which  oversees 
sdaq,  to  fix  these  flaws.  Levitt's  new 
es  should  go  a  long  way  toward  re- 
ding the  dealers'  edge. 
A  major  proposed  change  requires 
ilers  to  update  their  bid-ask  quote  if 
;y  have  made  a  better  offer  on  an- 
ler  market,  such  as  Instinet.  That 
uld  cause  dealers  to  adjust  their  ad- 
rtised  quotes  and  effectively  narrow 
!  spread,  allowing  investors  to  trade 
those  better  prices.  A  second  rule 
>uld  require  dealers  to  broadcast  cus- 
ner  limit  orders  to  the  market  when 
ff  are  offering  a  better  price  than 
one  being  quoted  in  the  market, 
blicizing  limit  orders  will  improve 
iall  investors'  chances  of  locking  in 


the  price  they  want.  A  third  rule  would 
force  dealers  to  try  to  nail  down  a  bet- 
ter price  for  customers  than  the  price 
quoted  in  the  market. 

Many  dealers  and  academics  worry 
that  the  sec's  meddling  could  stifle  inno- 
vation and  competition — and  undermine 


JOE  HARDIMAN  The  NASD  chief 
executive  says  the  proposed  rules 
go  too  far  too  fast.  "I  believe  we 
should  take  steps  one  at  a  time" 


Nasdaq's  strength.  Nar- 
rowing spreads  in  the 
thinly  traded  and  often 
volatile  stocks  in  which 
nasdaq  specializes,  trad- 
ers argue,  could  reduce 
their  incentives  to  make 
markets  in  these  stocks. 
Ultimately,  they  caution, 
that  could  reduce  liquid- 
ity in  a  market  that  last 
year  traded  100  billion 
shares  worth  $2.4  trillion. 
The  rales  will  mean  "ex- 
isting liquidity  and  price 
continuity  will  be  ir- 
reparably harmed,"  Mer- 
rill Lynch  &  Co.,  a  big 
nasdaq  player,  warned 
the  sec. 

Levitt  counters  that 
the  rules  will  only  im- 
prove nasdaq  and  other 
markets.  He  insists  that 
the  changes  simply  "level 
the  playing  field."  And  re- 


moving the  advantage  dealers  have  over 
small  players,  he  says,  will  attract  more 
market  participants  and  increase  liquid- 
ity. "This  will  strengthen  nasdaq,"  he 
asserts. 

He  does  not  dispute,  however,  that 
the  changes  will  hit  many  nasdaq  deal- 
ers in  their  pocketbooks.  A 
comment   on   the  proposed 
changes  from  the  American 
Stock  Exchange,  a  nasdaq 
competitor,  estimates  that  ar- 
tificially wide  spreads  cost  in- 
vestors $9  billion  a  year — which 
ends  up  in  broker-dealers'  pock- 
ets. "The  guys  that  just  scalp 
eighths  and  quarters  won't  be 
there  anymore,"  says  Morgan  Grenfell's 
Murphy. 

Admitting  that  nasdaq  dealers  will 
get  hurt,  Joseph  R.  Hardiman,  chief  ex- 
ecutive of  nasdaq  and  its  operator,  the 
nasd,  says  the  sec  rule  proposals  go 
too  far  too  fast.  The  nasd  supports  ad- 
vertising limit  orders  and  has  a  pro- 
posed new  system,  NAqcess,  designed 
to  do  just  that.  "The  sec  rules  have 
sparked  strong  debate  as  to  the  future 
structure  of  the  equity  markets.  That's 
healthy,"  Hardiman  says.  "But  I  believe 
we  should  take  steps  one  at  a  time." 
SNOWBALLING  REFORM.  Still,  NASDAQ 
knows  the  reform  sweeping  the  mar- 
kets can't  be  stopped.  It's  preparing  for 
more  changes.  Earlier  this  year  the 
nasd  quietly  formed  a  task  force,  head- 
ed by  nyu's  Schwartz,  to  study  addi- 
tional improvements  to  nasdaq.  One  of 
the  initiatives,  which  was  recommended 
by  the  Justice  Dept.,  would  make  nas- 
daq more  competitive.  A  panel  of  in- 
stitutional traders  and  nasdaq  dealers  is 
examining  a  proposed  system  that 


FIXING  NASDAQ 

New  rule  changes  being  formulated  by  the  Securities  &  Exchange  Commission 
would  bar  trading  practices  that  discriminate  against  individual  investors 


How  NASDAQ  operates  today 


How  the  SEC  would  improve  the  market 


•Traders  can  use  electronic  trading 
systems  like  Instinet  to  get  better 
prices  for  their  own  trades  than 
those  available  to  small  investors 
on  NASDAQ. 


►Would  force  all  market  makers  to 
show  the  prices  they  are  quoting 
on  any  trading  system.  That  would 
give  small  investors  access  to  bet- 
ter deals. 


►Traders  who  receive  limit  orders, 
offers  from  investors  to  buy  or  sell 
a  stock  at  a  fixed  price,  can  hide 
those  orders  from  the  market  and 
may  not  always  execute  them. 


•  Would  require  market  makers  to 
show  limit  orders  when  the  quote 
matches  or  is  better  than  current 
quote,  raising  chance  that  order 
will  be  filled. 


•If  an  investor  puts  in  an  order  to 
buy  or  sell  a  stock,  it  is  generally 
filled  at  the  current  market  price. 
Market  makers  are  not  required  to 
try  to  get  customers  a  better  price. 


•Would  make  sure  that  market 
makers  attempt  to  get  customers  a 
better  price.  Dealers  would  have 
the  option  to  choose  how  to  exe- 
cute the  order. 


SOURCE  SECURITIES  &  EXCHANGE  COMMISSION 
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would  electronically  set  prices  at  the 
opening  bell  of  each  trading  day.  Known 
as  a  "call  market,"  the  electronic  system 
would  batch  together  orders  that  accu- 
mulate overnight  and  match  them,  in 
the  process  setting  a  new  morning  price. 
Currently,  broker-dealers  tend  to  reset 
prices  each  day  by  being  the  first  to 
execute  a  trade  in  individual  stocks,  a 
somewhat  artificial  and  often  inaccurate 
system  for  opening  trading. 
CONFLICTS  OF  INTEREST.  The  rule 
changes  are  just  one  part  of  Levitt's 
campaign  to  fix  nasdaq.  Many  of  the 
changes  have  been  spurred  by  the  sec's 
investigation  into  possible  dealer  trading 
violations  and  the  nasd's  lax  oversight. 
Levitt  declined  comment  on  the  investi- 
gation. But  he  says  of  the  market's 
overhaul:  "To  have  nasdaq  emerge  from 
this  unhappy  process  as  a  stronger  en- 
terprise, viewed  by  their  various  constit- 
uents as  a  fair  and  innovative  market- 
place, a  lot  of  changes  have  to  take 
place." 

The  biggest  issue:  better  policing  of 
the  nasdaq  market.  The  existing  system 
is  rife  with  potential  conflicts  of  interest, 
because  the  NASD  serves  as  both  the 
operator  of  the  stm-k  market  and  the 
first-line  regulator  of  more  than  500,000 
brokers. 

At  Levitt's  urging,  the  nasd  board 
accepted  in  principle  reforms  that  were 
recommended  by  a  panel  headed  by  for- 
mer Senator  Warren  Rudman  (R-N.  H.). 
Under  the  reorganization,  the  nasd  will 
become  a  holding  company  with  two 
relatively  autonomous  subsidiaries:  the 
nasdaq  market  itself  and  an  entity 


Small  investors  will 
have  access  to  the 
same  stock  prices  as 
the  professionals 


called  nasd  Regulation  Inc.,  which  will 
police  not  only  nasdaq  dealers  but  also 
5,000  other  U.  S.  securities  firms.  Levitt 
has  personally  recruited  big-name  candi- 
dates for  the  expanded  board,  includ- 
ing Merrill  Lynch  Chairman  Daniel  P. 
Tully  and  Goldman  Sachs  Chairman  Jon 
S.  Corzine.  Merrill  and  Goldman  de- 
clined comment. 

At  the  speed  with  which  Arthur  Lev- 
itt is  moving,  nasdaq  just  may  have 
something  to  celebrate  when  the  21st 
century  rolls  along. 

By  Michael  Schroeder  and  Amy 
Barrett  in  Washington 


COMEBACKS 


'THE  BARINGS  NAME 
HAS  BEEN  RESTORED' 

A  scant  year  after  the  Leeson  scandal,  ING  Barings  is  back 


Hessel  Lindenbergh  hasn't  slept 
much  the  last  year.  His  employer, 
Dutch  banking  and  insurance  giant 
Internationale  Nederlanden  Groep,  took 
over  bankrupt  Barings  PLC  in  March  of 
1995  after  Singapore  trader  Nicholas 
Leeson  stuck  the  company  with  $1.4 
billion  in  losses.  It  fell  to  Lindenbergh, 
then  head  of  ing's  international  opera- 


DESK  DRIVE:  ING  opened  three  t  rading  floors  in  '95 

tions,  to  integrate  the  two  staffs  and 
get  Barings  back  on  its  feet. 

By  most  accounts,  Lindenbergh,  53, 
has  done  a  great  job  even  though  ing 
Barings  Ltd.'s  1995  results  are  likely  to 
be  disappointing  when  its  parent  an- 
nounces earnings  on  Mar.  28.  But  with 
emerging  markets  on  the  mend  lately, 
the  Anglo-Dutch  investment  bank  is  ex- 
pected to  show  a  profit  for  '96.  Says 
Frederic  Haller,  head  of  rival  Deutsche 
Morgan  Grenfell's  emerging  markets  di- 
vision: "The  Barings  name  has  been 
restored." 

TURNING  tide.  The  renaissance  took 
place  in  the  toughest  of  environments. 
Throughout  1995,  much  of  ing  Barings' 
highly  paid  securities  staff  sat  idle  as 
emerging  market  bourses  suffered  the 
"Tequila  effect"  of  the  Mexican  peso  de- 
valuation. At  the  same  time,  Linden- 
bergh slapped  tight  controls  on  traders 
in  Asia  in  the  wake  of  Leeson's  crime. 

Then  the  tide  turned.  As  global  inter- 
est rates  started  falling,  investors  re- 
turned to  emerging  markets,  where 
both  ing  and  Barings  have  long  been 
strong.  At  the  same  time,  the  London- 
based  Baring  Brothers  corporate  finance 
team  made  an  astonishing  comeback  in 
Britain's  red-hot  takeover  market.  Bar-     bureau  reports 


ing  Brothers  &  Co.  took  leading  roles 
the  country's  two  biggest  mergers 
the  year:  the  marriage  of  drugmakf 
Glaxo  and  Wellcome  and  the  pairing 
tsb  Group  and  Lloyds  Bank.  Altogeth 
the  Barings  bankers  gave  advice  on  $ 
billion  worth  of  deals,  "Looking  fc 
ward,"  says  Lindenbergh,  "all  the  si 
nals  are  positive." 

ing  Barings  is  pulli: 
ahead  of  competitors  in  oth 
areas.  Drawing  on  ing's 
pertise  in  debt  markets,  il 
Barings  is  now  one  of  t 
top  10  traders  of  emergir 
market  debt.  And  despite 
slow  year  in  Asian  sto 
markets,  the  bank  manag 
39  equity  issues  last  ye; 
Now,  Lindenbergh  has  ev 
bigger  plans.  He  will  try 
use  relationships  with  corf 
rate  clients  and  large  pi 
sion  funds  to  win  new  bu 
ness.  The  parent  compa 
opened  three  new  trading  floors  in  M( 
ico  City,  London,  and  New  York.  Lind( 
bergh  may  also  expand  further  in  t 
U.  S.,  where  ing  Barings  lacks  a  stro 
presence,  ing  came  close  to  acquiri 
Oppenheimer  &  Co.  before  Barings  i 
into  its  lap.  But  U.  S.  growth  "will 
the  next  phase,"  he  adds. 

Lindenbergh  is  also  holding  ing  B; 
ings  to  the  same  profitability  standa 
imposed  on  the  rest  of  the  company— 
11%  return  on  equity.  Some  analy 
consider  that  modest  for  a  high-ri 
emerging-markets  business  and  pred 
that  ing  Barings  will  have  little  troul 
meeting  it  if  emerging  markets  rems 
robust.  If  not,  the  company  can  afford 
wait.  With  assets  of  $245  billion,  t 
group  is  No.  3  among  European  insi 
ers,  while  its  ing  Bank  unit  is  No.  5 
Europe.  In  1995's  first  nine  months,  I 
reported  pretax  profits  of  $1.7  billion, 
17%  from  the  same  period  in  1994.  A 
alysts  are  forecasting  full-year  preti 
profits  of  $2.4  billion. 

With  ing  Barings  gaining  momentu 
Lindenbergh  clearly  has  reason  to  slej 
better.  Considering  Barings'  recent  plig 
its  recovery  is  little  short  of  miraculo; 
By  Paula  Dwyer  in  London,  w. 
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Regal.  It  feels  like  your 
0;  favorite  easy  chair.  Only  faster. 


Sporty?  Or  comfortable?  You  no  longer  have  to  choose  just  one. 


You  can  choose  Regal.  With  its  new  strategically  contoured, 
body-sensitive  seats,  Regal  is  exceptionally  comfortable, 
d  with  its  spirited  205-horsepower  V6  engine,  it's  also 
powerful  and  athletic.  Regal  by  Buick.  For  more 
information,  call  1 -800-4 A-BUICK. 


New  Symbol  For  Quality 
In  America. 


Ilj  ©1995  GM  Corp.  All  rights  reserved 
Regal  is  a  registered  trademark  of  G 
ckle  up,  America! 


f  GM  Corp. 


USA 

Official  Sponsor  of  the 
1996  US.  Olympic  Team 
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MONEY  MANAGERS 


THE  LONELINESS 

OF  THE  LONG-DISTANCE  BEAR 

Sooner  or  later,  Henry  Van  der  Eb  figures,  he's  got  to  be  right 

These  are  boom  times  for 
most  growth-stock  portfo- 
lio managers.  A  surging 
market  has  made  investing  in 
equity  funds  more  popular 
than  ever.  But  for  superbear 
Henry  G.  Van  der  Eb,  this 
market  is  torture. 

For  more  than  five  years, 
Van  der  Eb's  $220  million 
Mathers  Fund  has  braced  for 
disaster,  holding  at  least  50% 
in  cash  and  betting  against  the 
market  by  selling  stock-index 
futures  short.  And  for  more 
than  five  years,  the  market  has 
raced  to  ever  greater  heights. 
While  Mathers  has  outper- 
formed the  Standard  &  Poor's 
500-stock  index  by  two  per- 
centage points  over  the  last  30 
years,  the  last  five  years  have 
been  an  utter  disaster:  From 
1991  to  1995,  the  fund  has 
trailed  the  s&P  500  by  75  per- 
centage points  (chart).  In  1995, 
it  gained  7%,  compared  with  - 
the  s&p's  37.5%  gain.  And  so  far  in  1996, 
Mathers  Fund  is  up  0.1%,  compared  to 
the  s&P  500's  5%  rise. 
FALLOUT  SHELTERS.  No  wonder  Van  der 
Eb  and  similar  stock  market  Cassan- 
dras  are  losing  shareholders.  Premier 
bear  funds  such  as  Mathers,  Dreyfus 
Capital  Value,  and  Comstock  Partners 
Strategy  have  seen  their  assets  wither 
since  the  early  1990s.  Assets  in  the 
Mathers  Fund,  which  is  based  in  subur- 
ban Chicago,  have  plunged  more  than 
60%  from  a  peak  of  $554  million  in  1992. 
Most  of  the  die-hard  clients  who  remain 
are  seeking  insurance:  Investors  put  a 
few  bucks  into  such  financial  fallout  shel- 
ters to  hedge  against  a  rerun  of  1987, 
when  the  bears  cashed  in  on  the  mar- 
ket's crash. 

After  missing  out  on  such  a  phenom- 
enal rally,  is  Van  der  Eb  tempted  to 
join  the  ranks  of  the  bulls?  No  way.  He 
believes  his  ultradefensive  strategy  will 
soon  pay  off.  The  stock  market  is  over- 
valued by  50%,  he  figures,  and  a  big 
correction  "has  got  to  be  close."  Ac- 
cording to  him,  "every  day  that  goes 


TOLL  ROAD:  Van  der  Eb  has  seen  h  is  fund's  assets  dive 


by  is  a  day  closer  to  the  day  of  reckon- 
ing." Fellow  bear  Charles  L.  Minter,  co- 
manager  of  the  Dreyfus  Capital  and 
Comstock  Strategy  funds,  cites  paral- 
lels between  today's  stock  market  and 
the  heady  days  before  the  1929  crash. 
And  while  some  market  watchers  see 
the  recent  runup  in  gold-mining  stocks 
as  a  speculative  blip,  Van  der  Eb  ex- 

BEARISH  RETURNS 


95  '96 

YEAR-TO-DATE 
(FEB  21) 
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pects  demand  for  the  metal  to  soar 
gold  becomes  a  more  attractive  alter 
tive  to  what  he  sees  as  overvalued 
nancial  assets. 

Van  der  Eb's  apocalyptic  views  are 
odds  with  those  of  most  market  expe 
Conventional  wisdom  holds  that  a  gr< 
ing  economy,  low  inflation,  declining 
terest  rates,  healthy  corporate  prol 
and  a  huge  inflow  of  retirement  savi 
will  power  the  market  to  new  hig 
Market  guru  Elaine  M.  Garzarelli 
Garzarelli  Capital  Inc.  puti 
this  way:  "There's  noth 
wrong  with  this  market.  r. 
bears  are  all  wrong." 
ACHILLES'  HEEL.  The  51-ye 
old  Van  der  Eb  caught  t 
bout  of  bear  fever  back 
1991,  when  he  bet  that  cor 
rate  earnings  would  colla} 
In  fact,  earnings  surged.  N 
he  says,  the  time  has  fin 
arrived  when  earnings  sh< 
falls  will  take  the  mar 
down.  "That's  the  Achil 
heel,  without  a  question," 
says.  The  benefits  of  a  w 
dollar  and  extensive  cost- 
ting  have  run  their  course 
says.  The  economy  is  slowi 
and  pricing  power  is  none: 
tent.  And  debt-laden  ( 
sumers,  he  contends,  have 
hausted  their  ability  to  sp< 
To  exploit  those  trends, 
der  Eb  holds  51%  of  his  p 
folio  in  U.  S.  Treasuries  w 
"  an  average  maturity  of 
years  and  another  8.5%  in  defens 
gold  stocks  such  as  Homestake  Mi: 
Co.  He  has  about  10%  in  a  few  stc 
he  believes  in,  such  as  insurer  Cons 
Inc.  and  icn  Pharmaceuticals  Inc 
balance  is  spread  among  issues  he  ( 
skiers  undervalued.  He  hedges  th 
holdings  by  selling  s&P  500  future; 
practice  that  has  hurt  lately:  "Like 
ting  a  buzz  saw,"  he  moans. 

For  many  investors,  though, 
question  is:  Why  bother  with  bear  fu 
at  all?  Bears  can  simply  keep  their  n 
ey  in  cash  and  avoid  paying  mamie- 
ment  fees  to  the  funds.  "I  can't  see  it: 
use"  of  these  funds,  says  Morningiiu  ^ 
Inc.  publisher  John  Rekenthaler.  "lis 
bear  market,  I'd  rather  just  own  cai.' 

Van  der  Eb  counters  that  his  fp 
can  shine  by  taking  advantage  of  mr 
ket  turmoil:  He  racked  up  a  27%  gaifii 

1987,  when  the  s&P  500  rose  5.1^  

"You're  buying  that  ingrained  abilit it< 
go  against  the  tide,"  he  says.  The  hrr 
part  is  staying  afloat  when  the  Ik 
seems  to  be  sweeping  you  out  to  sc. 
By  Greg  Bums  in  BannockburnM. 
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"Oracle  Manufacturing 
and  Financial  Applications 
are  running  our  global  business 
after  just  eight  months." 


Peter  Solvik,  Vice  President  and  Chief  Information  Officer 

Cisco  Systems,  Inc. 


;co  Systems,  the  leading  global  supplier  of  Internet- 
ting solutions,  with  50%  market  share  and  70% 
lual  revenue  growth,  chose  Oracle  Manufacturing 
i  Financial  Applications  to  sustain  that 
iwth  into  the  next  century. 


Oracle  is  the  world's  fastest  growing  supplier  of  open 
business  applications,  with  more  manufacturing  and 
financial  application  sites  running  than  anyone  else. 


sco  replaced  multiple  legacy 
terns,  used  by  1,200  employees 
five  countries,  in  just  eight 
•nths. 


Market 
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Manufacturing 
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co  required  business  applications 
t  could  be  implemented  and  changed 
idly.  Oracle  Applications,  the  only  business 

ications  built  to  take  full  advantage  of  Oracle 
:abase  and  tool  technology,  provides  just  that. 
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Oracle  Applications  automate  your  entire 
enterprise  with  over  30  integrated 
.    software  modules  for  finance,  supply 
B    chain  management,  manufactur- 
Mm     ing,  projects,  human  resources, 
■pr      and  market  management. 


How  much  time  do  you  have  to 
implement  your  mission-critical  appli- 
cations;' Call  1-800-633-1061,  ext.  8321  today 
for  more  information  or  to  register  for  our  free  Applications 
Seminar.  Or  find  us  on  the  Web  at  http://www.oracle.com 


ORACLE 

Enabling  the  Information  Age1 


Oracle 


Applications 


Attend  our  free  Applications  Seminar.  Call  1-800-633-1061,  ext.  8321. 
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MORE  ZIP  FROM 
ZAPPING  HAIR 

Palomar  Medical  Technologies  (pmti) 
is  red-hot.  When  this  maker  of  laser 
systems  for  hah-  removal  and  cosmetic 
surgery  was  first  featured  in  this  col- 
umn (BW — Sept.  18),  its  shares  had 
just  doubled,  from  2  to  more  than  4. 
Since  then,  they  have  zoomed  to  al- 
most 10.  Some  investors  have  headed 
for  the  exits,  convinced  that  the  stock 
has  peaked.  But  others  disagree:  They 
see  it  hitting  at  least  20  in  a  year. 
What's  fueling  their  bullishness? 

LASER-SHARP  PROFITS  AHEAD? 


PALOMAR  MEDICAL 
STOCK  PRICE 

WEEKLY  CLOSE 


EARNINGS 
PER  SHARE 

• 

1997  Est. 

$1.50 

1996  Est. 

300 

1995  Est. 

-700 

1994 

-$1.31 

1993 

-56e 
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They're  betting  that  Palomar,  awash 
in  red  ink  for  so  long,  will  start  making 
money  this  year.  They  think  analysts' 
1996  earnings  estimates  of  30(2  to  40c  a 
share  could  be  on  the  low  side. 

In  a  month  or  two,  they  expect  the 
Food  &  Drug  Administration  to  ap- 
prove Epilaser,  Palomar's  system  for 
hah-  removal.  So  they  see  the  company 
shipping  Epilaser  to  customers  faster 
and  in  bigger  numbers  than  Palomar's 
earlier  estimates  accounted  for. 

On  Feb.  10-15,  Palomar  unveiled  a 
prototype  of  Epilaser  at  a  meeting  of 
the  American  Academy  of  Dermatology 
in  Washington.  "We  received  at  least 
500  legitimate  inquiries  for  our  laser 
systems,"  says  Palomar  Chairman  Ste- 
ven Georgiev.  The  company  will  mar- 
ket Epilaser  mainly  through  dermatol- 
ogists and  cosmetic  surgeons. 

Thermolase,  the  only  rival  that  has 
fda  approval  for  laser  hair- removal, 
operates  t  rie  salon — in  La  Jolla,  Calif. 
Like  Palomar,  Thermolase  has  yet  to 
make  a  penny,  but  its  shares  have  ris- 
en from  a  split -adjusted  3  in  1993  to 
25,  for  a  capitalization  of  more  than  $1 
billion,  vs.  Palomar's  $145  million. 


Palomar  has  a  perpetual  worldwide 
licensing  pact  with  Massachusetts  Gen- 
eral Hospital  to  market  the  hospital's 
patent-pending  technology  for  laser 
hair  removal.  The  agreement  grants 
Palomar  direct  access  to  the  hospital's 
clinical  data  on  the  safety  and  efficacy 
of  its  process. 

One  analyst  says  laser  treatments 
have  emerged  as  an  important  field  in 
health  care.  That's  why,  he  says,  Palo- 
mar is  trying  to  link  up  with  a  large 
health-maintenance  organization  as  an- 
other outlet  for  its  products. 

Palomar  recently  bought  privately 
held  Tissue  Technologies,  which  has  an 
order  backlog  of  $20  million  for  its 
wrinkle-removal  laser.  Georgiev  notes 
that  Tissue  is  the  only  company  with  a 
full  range  of  FDA-approved  products 
for  laser  removal  of  wrinkles,  tattoos, 
skin  lesions,  and  spider  veins. 

One  big  bull  on  Palomar  is  Travelers 
Group,  which  paid  $6  million  for  a  5% 
stake.  Travelers  may  "seek  a  larger 
slice,  depending  on  Palomar's  needs 
and  its  continued  appeal  as  an  invest- 
ment in  a  potential  growth  company," 
says  Jack  Rivkin,  senior  vice-president 
of  Travelers  Group,  parent  of  Travelers 
Insurance  and  Smith  Bamey. 


IT'S  RADIO  DAYS  IN 
THE  BUYOUT  GAME 

The  Street  is  listening  more  closely  to 
the  radio  these  days.  What's  on?  A 
rash  of  mergers  and  acquisitions.  That's 
what  investment  pros  expect  to  see 
continuing — since  curbs  on  station  own- 
ership are  expected  to  be  eased  as  a 
result  of  the  passage  of  the  Telecom- 
munications Act.  The  likely  targets, 
these  pros  say,  are  companies  that  own 
stations  in  smaller  cities. 

One  outfit  that  some  analysts  be- 
lieve is  an  easy  mark  is  Multi-Market 
Radio  (rdioa),  which  acquired  stations 
last  year  in  Georgia,  Massachusetts, 
and  South  Carolina.  Multi-Market  Ra- 
dio's shares,  now  at  9,  "reflect  neither 
the  acquisition  last  year  of  seven  sta- 
tions nor  the  recently  announced  pro- 
posal to  buy  11  of  Liberty  Broadcast- 
ing's 19  stations,"  says  Eric  Jay  Appell, 
an  analyst  at  Dabney/Resnick,  an  in- 
vestment firm  in  Beverly  Hills,  Calif. 
Based  on  projected  1997  broadcasting 
cash  flow,  Multi-Market  Radio's  stock 
should  hit  20  in  two  years,  says  Appell. 

One  San  Francisco  money  manager 
believes  that  Multi-Market  Radio — 
which  he  calls  the  cheapest  radio  com- 


pany around — is  being  eyed  by  Em 
mis  Broadcasting  and  Evergreen  Me- 
dia. Emmis  owns  one  am  and  seven 
fm  stations.  Evergreen  runs  35  sta- 
tions in  10  markets,  including  Chicago, 
Dallas,  Los  Angeles,  New  York,  and 
San  Francisco. 

Most  of  the  buyouts,  notes  Appell 
have  occurred  in  radio's  top  30  mar- 
kets. But  Multi-Market's  focus  is  or 
the  less  active  but  equally  lucrativt 
smaller  markets. 


ARMS  AND 
THE  PROFITS 


You  might  think  doing  business  witl 
the  cutback-stricken  defense  Estab 
lishment  would  be  a  losing  game.  Un 
true.  Big  operators  such  as  Lockheei 
Martin  and  Raytheon  are  making  bi; 
bucks,  and  even  some  small  fry  ar 
doing  well.  Take  Signal  Technolo 
(stz),  whose  shares  have  rocketed  froi 
3  to  6  since  mid-August.  Money  manag 
er  Scott  Black  sees  them  hitting  12 
a  year,  based  on  Signal's  widening  pro! 
it  margins  and  rising  sales.  Right  no? 
Signal  has  an  order  backlog  of  $92 
million,  40%  higher  than  a  year  ago. 

Signal's  "secret  weapon,"  says  Blacl 
president  of  Boston's  Delphi  Manag( 
ment,  lies  in  its 


SET  TO  SURVIVE 
THE  CUTBACKS 


technology  and  its 
products,  which 
he  reckons  are 
well  positioned  to 
be  a  part  of  Pen- 
tagon programs 
that  are  sure  to 
be  continued. 

Since  last  year, 
its  profit  margins 
have  risen  from 
3%  to  7%,  notes 
Black,  who  fig- 
ures   that  the 
company  will  earn 
65(2  a  share  this 
year    and  85(2 
next,  vs.  a  modest  loss  in  1995.  B 
sees  revenues  climbing  to  $116  millic 
next  year,  up  from  an  estimated  $1 
million  this  year  and  last  year's  $81 
million. 

Signal's  technology  for  precision  c 
trol  of  radio  and  microwave  frequem 
is  used  mainly  for  ground-based 
airborne  intelligence  and  guidance  sjj 
terns  for  smart  missiles.  Given  the 
litical  changes  worldwide,  the  U.  S.  ro 
relies  more  on  such  smart  yet  lowej 
priced  weapons,  says  Black. 
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Recently  we  were  part  of 
a  medical  breakthrough,  although 
he  deserves  some  of  the  credit. 


Corporate  Scoreboard 


HERE  COME  THOSE 
SLOW-GROWTH  BLUES 

Yes,  '95  profits  grew  16%.  But  their  fourth-quarter  drop  signals  a  hard  slog  in  '96 


i 


Well,  we  knew  it  was  too  good  to 
last.  The  soaring  corporate 
profits  that  put  1994  and  early 
1995  into  the  record  books  are 
now  just  a  memory.  It's  time  to  get 
used  to  slower  growth  again. 

Earnings  for  the  900  companies  on 


business  week's  Corporate  Scoreboard 
slowed  sharply  from  1994's  spectacular 
40%  gains.  For  1995,  profits  grew  at  a 
modest  16%  pace.  While  plenty  strong 
historically— since  1973,  annual  earnings 
growth  has  averaged  around  10% — it's 
unlikely  to  last.  Profits  for  1995's  fourth 


quarter  fell  6%,  the  first  such  drop  s 
the  1991  recession. 

Things  weren't  quite  as  bad  as 
might  seem,  however.  Big  write-ofll 
AT&T,  McDonnell  Douglas,  Boeing, 
several  oil  companies  accounted  fo 
outsize  chunk  of  the  fall.  In  fact,  sir 


The  Leaders  in  1995  Sales  and  Profits 


THE  TOP  25  IN  SALES 


THE  TOP  25  IN  EARNINGS 


1995  SALES 

PERCENT  CHANGE 

1994 

1995  PROFITS 

PERCENT  CHANGE 

199 

IN  MILLIONS 

FROM  1994 

RANK 

IN  MILLIONS 

FROM  1994 

RAH 

1  GENERAL  MOTORS 

$168,829 

9 

1 

1  GENERAL  MOTORS 

$6,932 

23 

2  FORD  MOTOR 

137,137 

7 

2 

2  GENERAL  ELECTRIC 

6,573 

11 

3  EXXON 

109,620 

8 

3 

3  EXXON 

6,470 

27 

4  WAL-MART  STORES 

90,525 

15 

4 

4  PHILIP  MORRIS 

5,478 

16 

5  AT&T 

79,609 

6 

5 

5  IBM 

4,178 

38 

6  MOBIL 

74,879 

11 

6 

6  FORD  MOTOR 

4,139 

-22 

/  IBM 

71,940 

12 

7 

7  INTEL 

3,566 

56 

1 

8  GENERAL  ELECTRIC 

70,028 

17 

8 

8  CITICORP 

3,464 

1 

9  CHRYSLER 

53,200 

2 

11 

9  MERCK 

3,335 

11 

10  PHILIP  MORRIS 

53,139 

-1 

10 

10  DUPONT 

3,293 

21 

11  DUPONT 

42,163 

7 

12 

11  COCA-COLA 

2,986 

17 

12  CHEVRON 

37,082 

4 

13 

12  PROCTER  &  GAMBLE 

2,835 

17 

13  TEXACO 

36,792 

10 

15 

13  WAL-MART  STORES 

2,828 

12 

14  SEARS,  ROEBUCK 

34,925 

6 

9 

14  BANKAMERICA 

2,664 

22 

15  PROCTER  &  GAMBLE 

34,923 

11 

16 

15  GTE 

2,538 

4 

16  KMART 

34,572 

4 

14 

16  HEWLETT-PACKARD 

2,433 

52 

2 

17  HEWLETT-PACKARD 

31,519 

26 

20 

17  JOHNSON  &  JOHNSON 

2,403 

20 

2 

18  PEPSICO 

30,421 

7 

18 

18  MOBIL 

2,376 

35 

2 

19  CITICORP 

28,128 

-3 

17 

19  FANNIE  MAE 

2,156 

1 

2 

20  AMOCO 

27,066 

4 

19 

20  CHRYSLER 

2,025 

-45 

21  MOTOROLA 

27,037 

22 

25 

21  AMERITECH 

2,008 

72 

4 

22  CONAGRA 

24,637 

3 

21 

22  NATIONSBANK 

1,950 

15 

2 

23  KROGER 

23,938 

4 

23 

23  ALLSTATE 

1,904 

293 

13 

24  LOCKHEED  MARTIN 

22,853 

0 

NR 

24  DOW  CHEMICAL 

1,891 

145 

5 

25  UNITED  TECHNOLOGIES 

22,802 

8 

28 

25  SBC  COMMUNICATIONS 

1,889 

15 

2 
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ide  the  massive  $4.2  billion  charge 
'  took  to  pay  for  its  planned  split 
three  companies,  and  overall  foiuth- 
ter  profits  would  have  been  fiat, 
ill,  with  the  Federal  Reserve  inter- 
rate  hikes  that  ended  a  year  ago 
g  into  a  once-exuberant  economy, 
s  abound  that  the  peak  is  past.  Al- 
gh  sales  were  up  12%  for  the  first 
e  quarters,  growth  slowed  to  9%  in 
burth.  And  the  pincer  movement  of 
consumer  confidence  and  high  con- 
3r  debt  is  squeezing  spending, 
ore  darkness  may  be  around  the 
er.  Bellwether  cyclicals  such  as  pa- 
and  steel,  which  waltzed  through 
I  1995,  saw  profits  decline  as  much 
7%  in  the  final  quarter.  Meanwhile, 
nee  orders  for  semiconductors  have 
n  sharply:  Chipmakers'  book-to-bill 
>  slid  17%  between  December  and 
ary.  After  1994's  hot  3.5%  growth, 

gross  domestic  product  rose  only 
nd  1.5%  last  year.  "We've  come 
l  from  the  stratosphere  back  closer 
iality,"  says  David  M.  Blitzer,  chief 
omist  at  Standard  &  Poor's  Corp. 
jsiness  week  economists  believe 

GDP  in  the  first  half  of  1996  will 
i  at  an  annualized  rate  between  1% 
1.5%.  The  January  blizzard  bears 
}  blame.  But  middling  home  sales 
a  sharp  drop  in  the  growth  of  capi- 
pending  since  early  '94  indicate  that 
s's  more  going  on  than  bad  weather, 
ough  most  economists  still  don't 
i  the  U.  S.  is  heading  for  recession 
),  it's  surely  coming  in  for  a  landing. 
-E  FAT.  Adding  to  the  earnings  pres- 
,  companies  have  much  less  room  to 
profits  by  paring  costs.  Just  look  at 
josite  return  on  equity:  Since  1992, 
1  zoomed  from  below  9%  to  around 

That's  a  testament  to  increased 
uctivity — and  to  how  hard  it  will 
o  find  more  savings.  Indeed,  while 
?ins  for  the  year  widened  to  6% — 
highest  in  two  decades — they're 
ing  back  down.  For  the  fourth  quar- 
margins  fell  to  4.8%.  Just  as  unex- 
edly  strong  demand  boosted  profit- 


ability in  the  early  1990s,  slowing  sales 
will  trim  margins  this  year.  "It's  the 
exact  counter-story  to  where  we  were  in 
1990,"  says  Richard  Bernstein,  head  of 
quantitative  research  at  Merrill  Lynch. 

General  Motors  Corp.  headed  the  list 
of  business  week's  top  25  earners  in 
1995,  with  $6.9  billion  in  profits,  a  23% 
gain,  on  sales  up  just  9%,  to  $169  billion. 
Although  the  cost-cutting  and  productiv- 
ity-enhancing steps  gm  began  in  1992 
have  clearly  taken  hold,  the  strong  per- 
formance wasn't  enough  to  save  Detroit 
from  a  10%  slide  in  overall  profits.  For 
that,  blame  Ford  Motor  Co.  and  Chrys- 
ler Corp.,  the  only  two  companies 
among  America's  top  25  earners  to  show 
profit  declines  in  1995.  As  Ford  strug- 
gled with  heavy  costs  for  new-model 
introductions  in  a  slowing  market,  prof- 
its fell  22%,  to  $4.1  billion,  on  sales  up 


7%,  to  $137  billion.  Chrysler  slid  fur- 
ther: Profits  dropped  45%,  to  $2  billion, 
on  sales  up  2%,  to  $53  billion.  The  bad 
news  for  gm?  It's  launching  costly  new 
models  this  year  into  an  increasingly 
lackluster  market. 

CHIP  PILES.  As  an  industry,  chemical 
companies  raked  in  the  biggest  gains. 
Much  of  the  credit  goes  to  Dow  Chemi- 
cal Co.,  which  saw  profits  rise  145%,  to 
$1.9  billion,  on  a  21%  sales  hike,  to  $20.2 
billion.  DuPont  Co.,  too,  had  a  strong 
year:  Profits  rose  21%,  to  $3.3  billion,  on 
sales  up  7%,  to  $42  billion.  Both  benefit- 
ed from  the  red-hot  U.  S.  market  early 
in  the  year,  as  well  as  strong  demand 
from  Asia  and  other  developing  regions. 
Yet  as  the  slowing  world  economy  dent- 
ed fourth-quarter  profits  growth,  1996 
promises  to  be  tougher. 

There's  already  evidence  of  leaner 


A  Spotlight  on  1995  Profits 


AFTERTAX  PROFITS 
QUARTER  BY  QUARTER 

PERCENT  CHANGE  FROM 
SAME  PERIOD  OF  PRECEDING 
75 _    YEAR, ALL  INDUSTRIES 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  199S 


INSURANCE 
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BREAKING  DOWN 
THE  LATEST  QUARTER 

AS  REPORTED:  -6% 

WITHOUT  AT&T  0% 
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The  troubling  news  about  1995: 
After  several  years  in  which 
profits  grew  at  a  far  faster  clip 
than  sales,  last  year's  11%  sales 
rise  generated  only  a  16%  earn- 
ings gain.  Unusual  charges  took 
a  big  bite.  At  AT&T,  the  $4.2 
billion  charge  for  its  impending 
breakup  cut  annual  earnings 
97% — the  main  reason  telecom- 
munications was  such  a  big  loser 
in  1995.  But  big  gains  at  Allstate 
and  Loews  fueled  the  insurance 
industry,  almost  offsetting  the 
telecom  losses.  The  chemica 
industry  was  paced  by  Dow,  while 
Digital  Equipment,  IBM,  and 
Hewlett-Packard  paved  the  way  to 
greater  profitability  for  computer 
companies. 

i 
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COMPUTERS  &  PERIPHERALS 


FINANCIAL  SERVICES 

CHANGE  IN 
AFTERTAX 
PROFITS 
FROM  1994 

l     l  I 
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Corporate  Scoreboard 


Ominous  signs  abound:  Chip  backlogs,  high  consumer 
debt,  diving  profits  in  bellwether  industries 


times  ahead  among  many  of  last  year's 
top  performers.  Semiconductors  and  com- 
puters, for  example,  gained  a  combined 
$6.7  billion  in  new  profits  during  1995. 
ibm  led  the  sector  with  $4.2  billion  in 
profits,  a  38%  leap.  The  reason:  strong 
growth  in  computer  services  and  main- 
frame sales,  plus  black  ink  again  at  its 
pc  unit.  Hewlett-Packard  Co.'s  profits 
leapt  52%,  to  $2.4  billion,  as  a  result  of 
strong  PC  and  workstation  sales.  But 
computer  makers'  profits  fell  11%  in  the 
fourth  quarter.  Struggling  Apple  Com- 
puter Inc.  and  Unysis  Corp.,  which  took 
a  $582  million  charge  to  cut  jobs  and 
ditch  mainframes,  were  the  biggest  cul- 


prits. And  while  strong  sales  of  Pentium 
chips  pushed  Intel  Corp.'s  profits  up  56%, 
to  $3.6  billion,  for  the  year,  its  $60  million 
fourth-quarter  write-down  reflected  the 
lower  value  of  memory-chip  inventory 
as  sales  to  PC  makers  slowed  at  yearend. 

Hefty  write-offs  made  losers  of  some 
industries  even  in  a  generally  buoyant 
year.  Aerospace  and  defense  companies 


did  poorly  overall.  McDonnell  Doug 
Corp.'s  write-off  for  accounting  chan; 
left  it  $416  million  in  the  red,  wh 
Boeing  Co.'s  $600  million  charge  for  e 
ly  retirements  cut  earnings  to  $393  n 
lion  even  as  orders  boomed.  But  1 
biggest  dog  was  the  deregulating  U 
communications  industry:  After  its  $ 
billion  write  off,  at&t's  profits  slid  91 
to  $139  million.  Sluggish  sales  and  ov 
capacity  also  continued  to  drag  do' 
retailers.  It  was  one  more  sign  tha  * 
even  putting  aside  one-time  charges 
1996  is  hardly  shaping  up  to  be  a  pai 
By  David  Leonhardt  in  New  Yo 
with  bureau  reports 


?!  " 
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WHAT'S  FEEDING  THE  GL00M-AND-D00M  BEARS 


  w: 

economy,  Resler  says.  Maureen  AI- 
lyn,  chief  economist  at  Scudder,  Ste- 
vens &  Clark  Inc.,  thinks  consumers 
could  pull  the  trigger  by  slashing  to-  *wm 
tal  debt,  which  is  at  record  levels 
relative  to  income.  She  expects  1996 
earnings-per-share  for  companies  in 
the  Standard  &  Poor's  500-stock  in- 
dex to  fall  8%  below  1995's  profits. 
MISSED  THE  BOAT.  Others  argue  that 
the  rate  hikes  engineered  by  the 
Federal  Reserve  Board  starting  in 


So  you  think  the  fourth-quarter 
slowdown  in  profits  was  bad? 
Get  ready  for  1996.  "We're  clear- 
ly on  the  verge  of  recession,"  says 
Edward  E.  Yardeni,  chief  economist 
at  Deutsche  Morgan  Grenfell.  He 
thinks  that  1996  prof- 
its will  fall  10%  be- 
low 1995  earnings  as 
a  worldwide  defla- 
tionary cycle  takes 
hold. 

Welcome  to  the 
dark  and  dreary 
world  of  the  reces- 
sion bears.  With  the 
storm-battered  econo- 
my showing  signs  of 
weakness,  a  small  but 
growing  band  of  ex- 
perts believes  that 
the  U.  S.  is  already  in 
a  downturn — or  will 
be  by  midyear.  Al- 
though way  out  of  step  with  the  con- 
sensus opinion — that  gross  domestic 
product  will  rise  at  an  annual  rate  of 
2.3%  in  1996 — the  bears'  stance  is 
gaining  favor  among  those  who  think 
that  the  booming  stock  market  is 
overdue  for  a  correction.  Those  in- 
vestors who  remain  bullish  "must  be 
looking  well  beyond  this  year's  econ- 
omy," says  David  EL  Resler,  chief 
economist  at  Nomura  Securities 
International  Inc. 


PRICES  ARE  FALLING- 
IS  RECESSION  FAR  BEHIND? 

100  

PURCHASING  MANAGERS' 
PRICE  INDEX 


!  5  T    i    :        ,    .    i    !    ;    l    i    !  | 

JAN. '95  JAN. '96 

A  INDEX:  50=NO  CHANGE 

DATA  NATIONAL  ASSN  OF  PURCHASING  MANAGEMENT 


others  are  ignoring?  For  starters, 
the  money  supply  is  shrinking  at  a 
2.2%  rate,  reflecting  weakening  de- 
mand. And  the  National  Association 
of  Purchasing  Management's  survey 
of  members  has  shown  steady  de- 
clines in  their  economic 
outlook  for  months, 
"clearly  flashing  a  re- 
cession warning,"  Res- 
ler says. 

Certainly,  manufac- 
turing is  taking  a  beat- 
ing. In  today's  environ- 
ment, producers  can't 
raise  prices  (chart),  so 
they  must  squeeze 
costs  and  trim  pay- 
rolls. Factories  lost 
250,000  jobs  last  year. 
Consumers,  too,  are 
retrenching,  as  the 
slower-than-expected 
December  retail  sales 
growth  of  0.3%  shows.  And  even 
though  government  spending  usually 
rises  in  election  years,  the  budget 
stalemate  will  keep  Washington  rid- 
ing the  brake. 

Missing  from  the  bears'  tale  of 
woe  so  far  is  the  shock — from  a  new 
round  of  rate  hikes,  inventory  correc- 
tions, inflation,  politics,  or  some  un- 
foreseen event — that  typically  serves 
as  the  catalyst  for  a  recession.  But 
pessimists  have  plenty  of  candidates. 


BUI 
SUM 


What  signs  do  the  bears  see  that      The  winter  storms  could  tip  the 


1994  are  taking  their  toll.  They  think 
it's  too  late  to  prevent  a  downturn 
even  if  the  Fed  continues  more  re- 
cent moves  to  bring  rates  back 
down.  Yardeni  believes  the  Fed  did 
not  do  enough  last  year  to  reverse 
the  downward  move  it  started.  "The 
best  they  can  do,"  he  says,  "is  set  up, 
a  better  1997." 

But  forecasters  with  rosier  predic- 
tions dismiss  such  a  prospect.  "Ex- 
cept after  the  Korean  War,  the  U.  S. 
has  never  gone  into  recession  with- 
out the  Fed  raising  rates — and  the 
Fed  quit  hiking  15  months  ago,"  in- 
sists Roger  Brinner,  chief  economist 
at  DRi/McGraw-Hill.  Along  with 
most  other  economists,  Brinner 
maintains  that  the  U.  S.  is  enjoying 
a  full-employment  economy  and 
steady,  if  slow,  growth.  For  now,  at 
least,  the  gloom-and-doom  bears  pro- 
vide just  a  faint,  though  persistent,  ij 
growl  on  the  horizon. 

By  Mike  McNamee  in  Washington 
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Fourth  Quarter  &  Full  Year  1995 


CORPORATE  SCOREBOARD 


3ssary 


,ES:  Includes  all  sales  and 
ir  operating  revenues.  For 
ks,  includes  all  operating 
;nues. 

>fits:  Net  income  before 
aordinary  items.  For  banks, 


profits  are  net  income  after 
security  gains  or  losses. 
MARGINS:  Net  income  from 
continuing  operations  before 
extraordinary  items  as  percent 
of  sales. 

RETURN  ON  COMMON  EQUITY: 

Ratio  of  net  income  available 


for  common  stockholders  (most 
recent  12  months)  to  latest 
available  common  equity, 
which  includes  common  stock, 
capital  surplus,  and  retained 
earnings. 

PRICE-EARNINGS  RATIO:  Based 
on  Feb.  9,  1996,  common- 


stock  price  and  corporate  earn- 
ings from  continuing  operations 
before  extraordinary  items  for 
most  recent  12-month  period. 
EARNINGS  PER  SHARE:  For 
most  recent  12-month  period. 
Includes  all  common-stock 
equivalents. 


)MPANY  SALES  PROFITS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

;  1  Ml  NIHS 

EARNINGS 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

PER 

$  MIL. 

$  MIL. 

% 

$  MIL. 

% 

$  MIL 

% 

% 

% 

12-31 

2-9 

SHARE 

LL-INDUSTRY  COMPOSITE 

1280562.0 

9 

4875365.0 

11 

62027.0 

-6 

287611.2 

16 

4.8 

5.6 

16.3 

19 

2.49 

AEROSPACE  &  DEFENSE 

DUSTRY  COMPOSITE 

23654.0 

-2 

92091.3 

0 

-68.7 

NM 

2008.5 

^1 

NM 

2.8 

7.3 

39 

2.07 

EING 

4539.0 

-11 

19515.0 

-11 

218.0 

39 

393.0 

-54 

4.8 

3.1 

4.0 

72 

1.15 

NCORP(l) 

450.1 

-9 

1771.5 

2 

7.0 

NM 

38.3 

NM 

1.6 

NM 

107.9 

11 

1.17 

NERAL  DYNAMICS 

893.0 

23 

3067.0 

0 

64.0 

10 

247.0 

11 

7.2 

8.0 

16.7 

16 

3.92 

:kheed  martin 

6052.0 

-8 

22853.0 

0 

311.0 

15 

682.0 

-35 

5.1 

4.1 

11.8 

24 

3.28 

DONNELL  DOUGLAS 

3731.0 

6 

14332.0 

9 

-936.0 

NM 

-416.0 

NM 

NM 

4.7 

-10.4 

NM 

-3.66 

RTHROP  GRUMMAN 

1812.0 

-4 

6818.0 

2 

58.0 

NM 

252.0 

620 

3.2 

NM 

17.6 

13 

5.11 

I0K0L  (6) 

209.9 

-4 

932.9 

-7 

22.3 

97 

62.2 

9 

10.6 

5.2 

15.0 

11 

3.33 

ITED  TECHNOLOGIES 

5967.0** 

5 

22802.0 

8 

187.0 

13 

750.0 

28 

3.1 

2.9 

18.3 

18 

5.70 

AUTOMOTIVE 

DUSTRY  COMPOSITE 

112345.3 

4 

432170.6 

8 

4149.9 

-17 

15673.7 

-9 

3.7 

4.7 

18.7 

9 

4.37 

I  CARS  &  TRUCKS 


OUP  COMPOSITE 

96506.2 

4 

370287.5 

7 

3687.1 

-16 

13513.3 

-10 

3.8 

4.7 

21.5 

8 

5.05 

RYSLER 

15100.0** 

6 

53200.0 

2 

1040.0 

-11 

2025.0 

-45 

6.9 

8.2 

19.0 

11 

5.30 

(0  MOTOR 

34547.0 

3 

137137.0 

7 

660.0 

-58 

4139.0 

-22 

1.9 

4.7 

15.4 

8 

3.58 

viERAL  MOTORS 

43934.5** 

3 

168828.5 

9 

1866.0 

19 

6932.5 

23 

4.2 

3.7 

29.5 

7 

7.28 

YISTAR  INTERNATIONAL  (2) 

1759.0 

14 

6292.0 

19 

56.0 

30 

164.0 

61 

3.2 

2.8 

21.6 

6 

1.83 

SCAR 

1165.8 

-1 

4830.0 

7 

65.1 

14 

252.8 

24 

5.6 

4.9 

19.1 

8 

6.50 

PARTS  &  EQUIPMENT 


OUP  COMPOSITE 

12187.2 

12 

47220.4 

16 

282.5 

-35 

1436.6 

-7 

2.3 

4.0 

8.6 

14 

2.30 

l/IN  INDUSTRIES 

500.5 

4 

1966.4 

6 

7.4 

NM 

17.9 

-27 

1.5 

NM 

4.5 

26 

0.80 

RG-WARNER  AUTOMOTIVE 

346.8 

2 

1329.1 

9 

22.4 

13 

74.2 

15 

6.5 

5.9 

12.7 

10 

3.15 

MMINS  ENGINE 

1331.0 

4 

5245.0 

11 

42.0 

-40 

224.0 

-11 

3.2 

5.5 

19.3 

7 

5.52 

MA 

2034.1 

17 

7786.7 

15 

78.9 

32 

288.1 

26 

3.9 

3.4 

24.7 

11 

2.84 

TROIT  DIESEL 

510.4 

20 

2087.1 

26 

4.5 

-55 

40.1 

11 

0.9 

2.4 

12.9 

12 

1.62 

TON 

1661.0 

3 

6822.0 

13 

90.0 

1 

399.0 

20 

5.4 

5.5 

20.2 

11 

5.13 

HLIN  (4) 

704.4 

17 

2821.7 

21 

33.2 

4 

155.8 

21 

4.7 

5.3 

16.5 

15 

2.60 

IERAL-MOGUL 

485.1 

-6 

1995.9 

5 

-49.1 

NM 

-9.7 

NM 

NM 

2.3 

-4.1 

NM 

-0.53 

INDUSTRIES 

2251.0 

4 

8884.0 

15 

-16.0 

NM 

21.0 

-90 

NM 

3.9 

0.1 

NM 

0.03 

W  SEATING 

1447.7 

54 

4714.4 

50 

37.2 

44 

94.2 

58 

2.6 

2.7 

17.4 

16 

1.79 

DINE  MFG.  (9) 

252.8 

5 

988.6 

14 

14.9 

-15 

67.0 

12 

5.9 

7.2 

19.7 

12 

2.19 

ITH  (A.O.) 

397.6 

13 

1544.8 

12 

15.6 

15 

61.4 

7 

3.9 

3.9 

17.5 

9 

2.94 

\NDARD  PRODUCTS  (6) 

264.7 

9 

1034.7 

10 

1.5 

-71 

3.6 

-88 

0.6 

2.2 

1.5 

86 

o  22 

TIRE  &  RUBBER 

OUP  COMPOSITE 

3651.9 

2 

14662.8 

7 

180.3 

3 

723.8 

4 

4.9 

4.9 

18.4 

13 

3.07 

DPER  TIRE  &  RUBBER 

381.9 

6 

1493.6 

6 

33.9 

-13 

112.8 

-12 

8.9 

10.8 

15.1 

18 

1.35 

DDYEAR  TIRE  &  RUBBER 

3270.0 

2 

13169.2 

7 

146.4 

7 

611.0 

8 

4.5 

4.3 

19.2 

12 

4.02 

I  Fourth  quarter  ended  Nov.  30.  (2)  Fourth  quarter  ended  Oct.  31.  (3)  First  quarter  and  most  recent  12  months  ended  Dec.  31.  (4)  First  quarter  and  most  recent  12  months  ended  Nov.  30.  (5)  First  quar- 

1  snd  most  recent  12  months  ended  Oct.  31.  (6)  Second  quarter  and  most  recent  12  months  ended  Dec.  31.  (7)  Second  quarter  and  most  recent  12  months  ended  Nov,  30.  (8)  Second  quarter  and  most 

']  mt  12  months  ended  Oct.  31.  (9)  Third  quarter  and  most  recent  12  months  ended  Dec.  31  (10)  Third  quarter  and  most  recent  12  months  ended  Nov.  30.  (11)  Third  quarter  and  most  recent  12  months 

|  eci  Oct.  31  (12)  Fourth  quarter  ended  Jan.  31.  "Sales  include  excise  taxes.  "Sales  include  other  income.  ***Sales  include  excise  taxes  and  other  income  tRevenues  from  maior  subsidiaries  not  includ- 

[j  in  consolidated  sales.  Earnings  per  share  are  tor  latest  12  months,  not  necessarily  tor  end  of  most  recent  fiscal  year;  they  include  all  common-stock  equivalents  but  exclude  extraordinary  items. 

[I  =  not  available.  NM  =  not  meaningful.  DATA:  STANDARD  &  POOR'S  COMPUSTAT.  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES. 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


1TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

$  MIL. 

% 

$  MIL. 

% 

$  MIL 

% 

$  MIL. 

% 

% 

% 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
12-31 


PRICE- 
EARNINGS 
RATIO 

2-9 


12  . 
MONTHS 
EARNING 
PER  i 
SHARE 


0(«; : 


3  BANKS 


INDUSTRY  COMPOSITE 


63503.8 


13  245993.0 


15  7569.2 


12  31463.4 


11.9  12.1 


15.8 


13      4.22  | 


IMS* 


(A)  BANKS  -  EAST 

GROUP  COMPOSITE 


29316.5 


11  113537.8 


10  2874.5 


1  12586.7 


9.8  10.8 


14.7 


13 


4.32  MU 

:  E*T  LAKES  CHE 


BANK  OF  BOSTON 
BANK  OF  NEW  YORK 
BANKERS  TRUST  NEW  YORK 
CHASE  MANHATTAN 


1119.0 
1267.0 
2108.0 
2735.0 


-9 
13 
.'ii 
12 


4874.0 
4995.0 
7556.0 
10407.0 


13 
22 
16 
4 


142.0 
241.0 
126.0 
340.0 


18 
20 
25 
48 


541.0 
914.0 
215.0 
1165.0 


22 
22 
-65 
-3 


12.7 
19.0 
6.0 
12.4 


9.8 
17.9 
5.8 
9.4 


15.5 
18.1 
4.0 
13.8 


10 
12 
33 
12 


4.55 
4.57 
2  03 

_5J7_6.  t 
6.73 


§1  QUI 
BIS 


PMtfl 


CHEMICAL  BANKING 
CITICORP 

FIRST  MARYLAND  BANCORP 
FLEET  FINANCIAL  GROUP 


3810.0* 
7230.0 
210.8 
1779.7 


16 
7 
14 
13 


14884.0 
28128.0 
801.6 
7099.3 


17 
-3 
13 
17 


490.0 
905.0 
31.5 
-138.0 


174 
-13 
11 
NM 


1805.0 
3464.0 
120.2 
610.0 


39 
1 


-28 


12.9 
12.5 
14.9 
NM 


5.5 
15.4 
15.4 
16.4 


16.0 
18.9 
9.8 
10.4 


10 
10 
NA 
26 


naI:> 


_L57 
3.88  UCO CHEMICAL 
1.54  INDUSTRIES 
4  50  \ 

6-42  futll 

2  98  :l 
2'99§raK 


INTEGRA  FINANCIAL 
MBNA 

MELLON  BANK 
MERIDIAN  BANCORP 


295.5 
718.2* 
835.0 
344.0* 


6 
J.l 
1 1 

7 


1182.8 
2565.0 
3241.0 
1367.0 


11 
38 
22 
13 


8.4 
110.2 
174.0 
48.3 


-79 
34 
324 
9 


128.4 
353.1 
691.0 
169.8 


-24 
32 
60 
7 


2.8 
15.3 
20.8 
14.0 


14.1 
15.0 
5.5 
13.7 


11.2 
33.4 
18.2 
13.4 


17 
28 
12 
17 


MORGAN  (J.  P.) 
PNC  BANK 

REPUBLIC  NEW  YORK 
STATE  STREET  BOSTON 
UJB  FINANCIAL 


3639.0* 
1581.8 
735.3* 
597.9 
310.3 


18 
6 
4 

18 
7 


13838.0 
6250.9 
2859.6 
2273.6 
1215.1 


16 
9 
12 
26 
13 


366.0 
-176.2 
94.9 
65.5 
46.0 


90 
NM 
6 
15 
34 


1296.0 
408.1 
288.6 
247.1 
170.4 


7 

-54 
-15 
12 
29 


10.1 
NM 
12.9 
11.0 
14.8 


6.3 
7.1 
12.6 
11.3 
11.9 


12.8 
9.0 
10.4 
16.1 
13.3 


13 
26 
13 
16 
12 


(8)  BANKS  -  MIDWEST 

GROUP  COMPOSITE 


13523.9 


14  52274.4 


18  1792.3 


34  7394.9 


11      13.3  11.3 


18.0 


12  3.12 


BANC  ONE 

BOATMEN'S  BANCSHARES 
COMERICA 

FIFTH  THIRD  BANCORP 


2044.5 
715.9 
734.9 
395.9* 


11 
9 
14 

26 


7885.0 
2816.2 
2869.2 
1479.9 


10 
14 
23 
26 


336.8 
113.7 
106.5 
77.9 


423 
9 
10 
20 


1277.9 
418.8 
413.4 
287.7 


27 
3 
7 

18 


16.5 
15.9 
14.5 
19.7 


3.5 
15.8 
15.0 
20.6 


16.3 
14.9 
15.9 
17.5 


12 
13 
12 
16 


2.91 
3.2£ 
3.5. 


XJSTRY  COMPi 
'.91  H) STANDARD  • 

c  mm 
i  mwm 


FIRST  BANK  SYSTEM 
FIRST  CHICAGO  NBD 
FIRST  OF  AMERICA  BANK 
FIRSTAR 


720.4 
2598.0 
538.2* 
453.3* 


4 
L5 


12 


2844.2 
10139.0 
2142.6 
1745.7 


10 
26 
14 
17 


150.7 
126.0 
66.0 
71.8 


NM 

-60 
26 
27 


568.1 
1150.0 
236.7 
228.9 


81 
-6 
7 
1 


20.9 
4.9 
12.3 
15.8 


NM 
13.9 
10.5 
14.0 


21.4 
30.6 
13.4 
15.2 


14  4. IS 

11  3A* 

12  3.73 
15  3.0C  NErERHULTH 

13  1.78  MEWC 
1 1  3.3C  GEKERA 


HUNTINGTON  BANCSHARES  449.8**       22         1710.3        19         65.5        25  244.5 

KEYCORP  1480.8**         7         5879.7        12       206.7  7  789.2 

MERCANTILE  BANCORPORATION  362.4**       15         1398.3        16         58.1       107  216.8 


29 


'14.6 
14.0 
16.0 


14.2 
14,0 
8.9 


16.5 
15.7 
15.3 


11 


4  OC  " 


NATIONAL  CITY 
NORWEST 

OLD  KENT  FINANCIAL 


724.4 
2025.1 
280.2* 


16 
25 
14 


2828.6 
7439.3 
1096.4 


22 
24 
20 


121.5 
259.7 
31.4 


9 
27 
3 


465.1 
956.0 
141.8 


19 
3 


16.8 
12.8 
11.2 


17.8 
12.7 
12.4 


16.5 
19.8 
14.2 


11 
13 
13 


0-  MARK  INTERNA! 
7f  IWEUINTERIU 

13  aw 
n 


(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE  11627.9 


16  44787.2 


21  1555.5 


10  6122.6 


13.4  14.1 


15.5 


12  4.7»i 


BANPONCE 
BARNETT  BANKS 
CRESTAR  FINANCIAL 
FIRST  TENNESSEE  NATIONAL 


337.2* 
933.5 
355.7 
358.1* 


24 
15 
12 
26 


1248.1 
3622.4 
1386.1 
1319.1 


24 
18 
13 
14 


40.3 
138.3 
26.3 
45.7 


24 
10 
-43 
39 


146.4 
533.3 
179.8 
164.9 


17 

9 
-2 
12 


12.0 
14.8 
7.4 
12.8 


12.0 
15.4 
14.6 
11.5 


14.0 
16.3 
12.4 
20.0 


10  4 

11  5 
14  4 
13  4.8! 


3("|! 

1;  ' 


CONSUME 

WCMIPost 
9*»  • 

5(  a::: 


FIRST  UNION 
NATIONSBANK 
REGIONS  FINANCIAL 
SOUTHERN  NATIONAL 


2437.5 
4077.0* 
281.8 
456.0* 


16 
16 
20 
10 


9301.9 
15938.0 
1101.3 
1774.5 


19 
23 
29 
11 


335.4 
510.0 
44.7 
70.1 


-3 
26 
20 
12 


1430.2 
1950.0 
172.8 
178.1 


4 
15 
18 

-25 


13.8 
12.5 
15.9 
15.4 


16.5 
11.5 
15.8 
15.1 


15.8 
16.3 
15.4 
10.8 


12 
10 
11 
18 


5.0' 
7.1 
3.7 
1.6 


SOUTHTRUST 
SUNTRUST  BANKS 
WACHOVIA 


460.1* 

953.3 

977.7* 


22 
12 
21 


1  707  6 
3688.3 
3699.8 


30 
15 
25 


53.6 
144.9 
146.2 


18 
LO 
3 


199.0 
565.5 
602.5 


15 
8 
12 


11.6 
15.2 
15.0 


12.4 
15.5 
17.6 


14.3 
13.9 
16.7 


11 
15 
13 


2.3f 
4 
3 


HS  -  WEST  *  SOUTHWEST 

GROUP  COMPOSITE  9035.5 


11  35393.6 


19  1346.9 


13  5359.2 


24      14.9  14.7 


16.3 


12  6.2 


BANCORP  HAWAII 

BANKAMERICA 

FIRST  INTERSTATE  BANCORP 

FIRST  SECURITY 


263.0 
4865.0 
1180.1 

313.2* 


14 
7 
17 


1019.4 
19027.0 
4592.7 
1201  4 


9 
24 
12 
24 


32.1 
704.0 
215.4 


86 
19 

2 

-75 


121.8 
2664.0 
885.1 
120.0 


3 
22 
21 
-14 


12.2 
14.5 
18.3 
2.8 


7.0 
13.8 
19.2 
13.1 


11.7 
13.8 
22.4 
11.8 


12 
11 
15 
15 


2. 
6.4 
11.0 
1.5 


*P  COMPOSITE 


U.  S.  BANCORP 
UNION  BANK 
WELLS  FAR 


685.0 
415.2* 
1314.0 


6 
24 
4 


2721.3 
1594.8 
5237.0 


13 
27 


21.4 
59.2 
306.0 


-77 
129 
42 


329.0 
207.3 
1032.0 


29 
228 
23 


3.1 
14.3 

23.3 


14.5 
7.8 
17.2 


12.8 
14.6 
27.8 


16 
11 
13 


2.0 
5.3 
20 


3 


4  CHEMICALS 


INDUSTRY  COMP  SITE 

35235.9 

3 

147003.0 

13 

2403.9 

10 

12400.2 

55 

6.8 

6.4 

27.1 

14 

3.8 

AIR  PRODUCTS  &  t  ...VIICALS  (3) 

947.0 

3 

3891.2 

9 

89.0 

3 

370.3 

51 

9.4 

9.4 

15.4 

16 

3.3 

ALBEMARLE 

296.0 

3 

1244.2 

15 

28.9 

408 

78.2 

53 

9.8 

2.0 

13.1 

16 

1.1 

ARCADIAN 

306.3 

6 

1266.9 

15 

33.2 

NM 

88.3 

783 

10.8 

NM 

37.1 

7 

3.0 

ARCO  CHEMICAL 

993.0 

5 

4282.0 

25 

115.0 

53 

508.0 

89 

11.6 

7.9 

26.3 

10 

5.2 

CABOT  (3) 

443.0 

4 

1845.4 

8 

43.4 

28 

181.4 

88 

9.8 

7.9 

26.3 

13 

4.6 

CYTEC  INDUSTRIES 

296.1 

3 

1260.1 

14 

215.1 

NM 

282.2 

403 

72.6 

6.6 

79.2 

14 

5.4 

DEXTER 

270.7 

8 

1088.9 

12 

8.8 

-5 

40.6 

7 

3.2 

3.7 

11.0 

15 

1.6 

DOW  CHEMICAL 

4594.0** 

0 

20200.0 

21 

417.0 

128 

1891.0 

145 

9.1 

4.0 

24.3 

11 

7.0 

DUPONT 

10385.0*** 

2 

42163.0 

7 

627.0 

-3 

3293.0 

21 

6.0 

6.4 

42.0 

14 

5.6 

EASTMAN  CHEMICAL 

1221.0 

4 

5040.0 

16 

121.0 

16 

559.0 

66 

9.9 

8.9 

36.6 

10 

6.7 

ENGELHARD 

699.9** 

14 

2840.1 

19 

36.2 

8 

137.5 

17 

5.2 

5.5 

19.2 

23 

0.9 

ETHYL 

260.0 

-2 

960.5 

-6 

22.5 

-9 

74.0 

-19 

8.7 

9.3 

18.3 

18 

0.6 

m 
litem  sly 


Planum 

<0Y  CHAIR  r 

Us 

*its 


100  RIIMNFRS  WFFK  /  MARCH  4  IQ'i- 


ORPORATE  SCOREBOARD 


DMPANY 


SALES 


PROFITS 


4TH 
QUARTER 
1995 
$  MIL. 


CHANGE 
EROM 
1994 

% 


12 
MONTHS 
1995 
$  MIL 


CHANGE 
FROM 
1994 

% 


4TH 
QUARTER 
1995 
$  MIL. 


CHANGE 
FROM 
1994 

% 


12 
MONTHS 
1995 
$  MIL 


CHANGE 
FROM 
1994 

% 


MARGINS 

4TH  4TH 

QUARTER  QUARTER 

1995  1994 

%  % 


RETURN  ON 

COMMON  12 

EQUITY  PRICE-  MONTHS' 

12  MONTHS  EARNINGS  EARNINGS 

ENDING  RATIO  PER 

12-31  2-9  SHARE 


RRO 

LLER(H.B.)U) 
ON 

ORGIA  GULF 


335.2 
313.1 
263.8 
220.8 


7 
6 
-25 
-28 


1323.0 
1243.8 
1267.8 
1081.6 


11 

13 
5 
13 


11.7 
6.3 
4.4 

31.1 


-6 
-26 
-76 
-46 


49.3 
31.2 
32.2 
186.5 


1 

-44 
53 


3.5 
2.0 
1.7 
14.1 


4.0 
2.9 
5.2 
18.9 


13.7 
10.5 
14.3 
368.4 


16 
16 
22 
7 


1.64 
2.22 
1.24 
4.73 


ACE  (W.  R.) 

EAT  LAKES  CHEMICAL 

NNA  (M.  A.) 

RCULES 


962.0* 
565.0 
461.8 
549.6 


1 
0 
0 
-27 


3707.4 
2361.1 
1902.0 
2427.2 


14 
14 
11 
-14 


-284.3 
74.6 
12.0 
83.9 


NM 

4 
18 


-196.6 
295.6 
56.7 
332.8 


NM 
6 
53 
21 


NM 
13.2 

2.6 
15.3 


6.8 
12.7 

2.2 
12.1 


-11.7 
21.8 
11.5 
30.2 


NM 
17 
16 
19 


-2.05 
4.52 
1.83 
2.93 


C  GLOBAL  (6)                                  549.6  22  2085.9  21  43.6 

["ERNATIONAL  FLAVORS  &  FRAGRANCES   311.5  2  1439.5  9  39.8 

3NDELL  PETROCHEMICAL                  1143.0  4  4936.0  28  27.0 

INSANTO                                       2114.0  1  8962.0  8  80.0 


56 


-74 
48 


151.2 
248.8 
389.0 
739.0 


109 
10 
74 
19 


7.9 
12.8 
2.4 
3.8 


6.2 
14.2 
9.4 
2.6 


19.0 
22.2 
102.4 
20.4 


15 

23 
6 
20 


2.54 
2.24 
4.86 
6.36 


IRTON  INTERNATIONAL  (6) 
LCO  CHEMICAL 
INDUSTRIES 

IN 


916.1 
309.7 
234.3 
783.6 


10 
6 
5 

16 


3475.2 
1214.5 
1024.0 
3149.8 


12 
-3 
15 
19 


99.5 
34.9 
34.1 
26.8 


37 
102 
NM 
4 


326.3 
135.7 
85.6 
139.9 


23 
85 
NM 
54 


10.9 
11.3 
14.6 
3.4 


5.9 
1.1 
3.8 


19.0 
21.8 
NM 
15.5 


17 
17 
9 
15 


2.17 
1.83 
1.66 
5.50 


AXAIR 
HM  &  HAAS 
HULMAN  (A.)  (4) 
3RA  INDUSTRIES 


807.0 
915.0* 
249.5 
352.9* 


12 
6 
-1 
18 


3146.0 
3884.0 
1025.8 
2292.2 


16 
10 
23 
38 


66.0 
67.0 
8.5 
16.6 


20 
43 
-36 
19 


262.0 
292.0 
48.9 
163.9 


29 
11 

2 

191 


8.2 
7.3 
3.4 
4.7 


7.6 
5.5 
5.3 
4.6 


25.0 
17.6 
11.9 
28.7 


20 
17 
18 
7 


1.82 
4.22 
1.31 
2.01 


ION  CARBIDE 

1399.0 

7 

5888.0 

21 

190.0 

21 

925.0 

138 

13.6 

12.0 

47.1 

7 

6.44 

IROYAL  CHEMICAL  (3) 

231.5 

9 

1099.2 

12 

-8.4 

NM 

101.6 

NM 

NM 

NM 

NM 

1 

7.12 

rco 

536.0 

19 

1985.1 

8 

-18.4 

NM 

100.3 

6 

NM 

5.5 

9.6 

18 

1.78 

CONGLOMERATES 

DUSTRY  COMPOSITE 

43913.7 

10 

164587.0 

12 

2970.8 

6 

10949.3 

14 

6.8 

7.0 

21.5 

19 

3.35 

:0  STANDARD  (3) 

2600.0** 

18 

10310.2 

25 

61.4 

35 

235.2 

179 

2.4 

2.1 

15.7 

24 

1.90 

.IEDSIGNAL 

3798.0 

7 

14346.0 

12 

233.0 

14 

875.0 

15 

6.1 

5.8 

25.5 

18 

3.09 

IXTER  INTERNATIONAL 

578.8 

18 

2194.8 

27 

10.0 

-38 

39.1 

-15 

1.7 

3.3 

7.5 

28 

0.71 

1 

923.4 

1 

3575.1 

1 

21.9 

-36 

1.1 

NM 

2.4 

3.7 

0.0 

NM 

0.00 

(MEYER  HEALTH  (9) 

1430.4 

18 

5392.7 

10 

-40.2 

NM 

-9.6 

NM 

NM 

1.3 

-10.9 

NM 

-1.76 

1ERAL  ELECTRIC 

19752.0** 

11 

70027.9 

17 

1865.0 

11 

6573.0 

11 

9.4 

9.5 

23.2 

20 

3.90 

RCOURT  GENERAL  (2) 

783.7** 

6 

3034.7 

6 

55.3 

9 

177.6 

21 

7.1 

6.8 

18.9 

18 

2.31 

DEN 

557.8 

0 

2192.4 

4 

-38.6 

NM 

7.4 

-89 

NM 

2.9 

1.2 

NM 

0.15 

•MARK  INTERNATIONAL 

985.4 

1 

3573.6 

5 

95.5 

6 

255.9 

13 

9.7 

9.2 

26.8 

13 

4.01 

2KWELL  INTERNATIONAL  (3) 

3062.0 

25 

13420.1 

22 

193.0 

25 

770.3 

20 

6.3 

6.3 

19.7 

18 

3.56 

EDYNE 

642.6 

0 

2567.8 

7 

30.6 

87 

162.0 

NM 

4.8 

2.5 

40.5 

9 

2.88 

INECO 

2402.0 

-15 

8899.0 

-27 

183.0 

-12 

735.0 

15 

7.6 

7.4 

23.2 

13 

4.16 

:tron 
v 


.Hit 
ITMAN 


2659.0 
2463.1 
485.2 
790.3 


12 
1 

142 
13 


9973.0 
10172.4 
1960.8 
2946.5 


3 
12 
135 
11 


127.0 
114.8 
25.0 
34.0 


13 

15 
205 
7 


479.0 
446.2 
68.5 
133.5 


11 
34 
248 
25 


4.8 
4.7 
5.2 
4.3 


4.7 
4.1 
4.1 
4.6 


14.9 
20.9 
26.7 
22.0 


15 
13 
12 
19 


5.51 
6.69 
0.60 
1.26 


CONSUMER  PRODUCTS 


JUSTRY  COMPOSITE 
APPAREL 


72510.3 


3  275897.2 


6  4104.8 


-15  18820.1 


5.7 


6.8 


23.2 


23 


2.73 


OUP  COMPOSITE 

5861.3 

14 

21268.1 

12 

156.4 

-40 

753.9 

-5 

2.7 

5.1 

12.7 

24 

1.75 

)WN  GROUP  (11) 

406.9 

0 

1439.4 

-1 

9.7 

-35 

0.7 

NM 

2.4 

3.7 

0.3 

NM 

0.04 

LWOOD  (8) 

425.6 

13 

1454.1 

17 

14.0 

26 

8.9 

-76 

3.3 

3.0 

2.8 

33 

0.42 

.E(7) 

1443.0 

37 

5594.4 

36 

118.2 

39 

491.7 

52 

8.2 

8.1 

22.4 

20 

3.36 

IE  WEST  GROUP  (11) 

391.2 

110 

NA 

NA 

20.8 

-14 

NA 

NA 

5.3 

12.9 

16.1 

NA 

NA 

LLIPS-VAN  HEUSEN  (11) 

448.0 

18 

1433.9 

18 

-4.4 

NM 

6.1 

-82 

NM 

4.7 

2.3 

47 

0.23 

BOK  INTERNATIONAL 

751.3 

6 

3481.5 

6 

1.3 

-98 

164.8 

-35 

0.2 

7.5 

16.8 

13 

2.07 

5SELL 

301.8 

-1 

1152.6 

5 

16.5 

-42 

54.1 

-31 

5.5 

9.3 

8.6 

21 

1.38 

1270.7 

-1 

5062.3 

2 

-35.6 

NM 

157.3 

-43 

NM 

5.8 

8.3 

22 

2.41 

STPOINT  STEVENS 

422.8 

0 

1649.9 

3 

15.9 

NM 

-129.8 

NM 

3.8 

NM 

NM 

NM 

-3.97 

APPLIANCES  &  HOME  FURNISHINGS 

OUP  COMPOSITE 

9718.2 

10 

36941.6 

14 

94.5 

-34 

799.2 

-30 

1.0 

1.6 

10.1 

23 

1.08 

ASTRONG  WORLD  INDUSTRIES 

497.7 

-2 

2084.9 

4 

-74.6 

NM 

13.6 

-93 

NM 

7.7 

-0.7 

NM 

-0.02 

IT  BUY  (10) 

1929.3 

43 

6589.0 

52 

17.8 

1 

56.3 

10 

0.9 

1.3 

13.7 

12 

1.30 

CUIT  CITY  STORES  (10) 

1783.4 

27 

6686.1 

32 

31.5 

11 

181.0 

19 

1.8 

2.0 

18.5 

16 

1.85 

ID  GUYS  (3) 

306.7 

9 

914.3 

16 

6.7 

-22 

12.3 

-19 

2.2 

3.1 

9.0 

10 

0.92 

LIG-MEYERS  (10) 

375.5** 

19 

1318.4 

20 

8.8 

-53 

53.5 

-19 

2.3 

6.0 

10.3 

13 

1.08 

ERCO 

279.0 

1 

1073.9 

0 

14.8 

37 

34.2 

23 

5.3 

3.9 

11.7 

13 

0.65 

IBALL  INTERNATIONAL  (6) 

234.5 

2 

909.9 

6 

12.3 

5 

42.1 

12 

5.2 

5.1 

11.3 

15 

2.01 

2-BOY  CHAIR  (8) 

258.3 

12 

899.4 

7 

14.3 

18 

37.4 

2 

5.5 

5.2 

11.4 

16 

2.05 

GETT  &  PLATT 

494.9 

1 

2059.3 

11 

34.2 

10 

134.9 

17 

6.9 

6.3 

18.9 

15 

1.59 

ITZ  FURNITURE  (9) 

270.1 

-8 

1008.4 

-3 

-7.3 

NM 

-20.9 

NM 

NM 

1.7 

NM 

NM 

-0.71 

rTAG 

689.5 

-20 

3039.5 

-10 

16.6 

-8 

-15.0 

NM 

2.4 

2.1 

-2.4 

NM 

-0.14 

1  TV  &  APPLIANCES  (10) 

202.6 

2 

809.1 

16 

1.4 

-68 

10.3 

-43 

0.7 

2.1 

6.8 

7 

0.59 

{BEAM 

303.5 

2 

1202.5 

0 

0.1 

NM 

50.6 

-53 

0.0 

9.9 

8.4 

27 

0.61 

IRLPOOL 

2093.0 

0 

8347.0 

3 

18.0 

NM 

209.0 

32 

0.9 

NM 

11.1 

20 

2.80 

CORPORATE  SCOREROARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

$  MIL 

% 

$  MIL 

% 

$  MIL 

% 

$  MIL 

% 

% 

% 

RETURN  ON 

COMMON  12 

EQUITY  PRICE-  MONTHS' 

12  MONTHS  EARNINGS  EARNING! 

ENDING  RATIO  PER 

12-31  2-9  SHARE 


(C)  BEVERAGES 

GROUP  COMPOSITE 

18568.5 

3 

69675.3 

8 

886.0 

-33 

5801.8 

3 

4.8 

7.4 

28.2 

31 

ANHEUSER-BUSCH 

2232.6 

-4 

10340.5 

3 

-8.9 

NM 

886.6 

-13 

NM 

7.0 

18.5 

20 

3.44 

BKUWN-rUKMAN  (o) 

441.9 

9 

1499.2 

8 

53.2 

8 

1 56.8 

7 

12.0 

12.1 

26.7 

17 

2.26 

CANANOAIGUA  WINE  (4> 

285.6 

j  7 

948  6 

32 

10  4 

I 

41  1 

1 50 

3  6 

4  2 

117 

1  O 

COCA-COLA 

4333.0 

8 

1 80 1 8  0 

1 1 

648.0 

14 

2986.0 

17 

15  0 

14  1 

56  7 

34 

9  ^7 

COCA-COLA  ENTERPRISES 

1643.0 

1 1 

6773.0 

13 

-3.0 

NM 

82.0 

19 

NM 

0.7 

5.8 

41 

0.62 

COORS  (ADOLPH) 

381.4 

7 

1675.4 

1 

5.3 

-47 

43.2 

-26 

1.4 

2.8 

6.2 

17 

1.13 

PEPSICO 

9251.0 

1 

30420.7 

7 

181.0 

-65 

1606.1 

-10 

2.0 

5.6 

21.4 

32 

2.00 

(D)  PERSONAL  CARE 

GROUP  COMPOSITE 

15696.3 

7 

59296.2 

10 

1350.3 

8 

4389.2 

4 

8.6 

8.5 

25.7 

26 

2.97 

ALBERTO-CULVER  (3) 

S4  /  6 

12 

1394.4 

12 

12.9 

15 

54.3 

16 

3.7 

3.6 

14.3 

19 

1.95 

AVON  PRODUCTS 

1384. 1 

2 

4492. 1 

5 

1 16.1 

5 

286.1 

8 

8.4 

8.1 

167.7 

21 

4.19  ' 

466.8 

13 

2078.6 

g 

37.9 

j  j 

210  2 

10 

8  1 

8  2 

22  0 

22 

<4  .UU 

COLGATE-PALMOLIVE 

UULUnl  L    I  nLlllllLI  It 

2152.8 

8 

8358.2 

10 

122.5 

-1 1 

172  0 

-70 

5  7 

6  9 

9  2 

77 

1  04 

GILLETTE 

1 987  9 

10 

6794  7 

12 

232  1 

16 

l  a 
1  o 

117 

i  i  i 

1A  7 

o  1 

1  OR  ' 

1  .CJ 

HELENE  CURTIS  INDUSTRIES  (10) 

267^0 

-5 

1255^2 

1 

-7.2 

NM 

8.0 

-55 

NM 

1.2 

3.5 

71 

0.84 

PROCTER  &  GAMBLE  (6) 

9090.0 

7 

34923.0 

11 

836.0 

11 

2835.0 

17 

9.2 

8.8 

25.2 

22 

3.98 

(E)  TOBACCO 

GROUP  COMPOSITE 

22666.1 

-5 

88716.1 

-1 

1617.6 

-12 

7076.2 

5 

7.1 

7.7 

24.0 

16 

4.26 

AMERICAN  BRANDS 

3084.6** 

-18 

11367.1 

-14 

154.1 

-67 

543.1 

-39 

5.0 

12.6 

13.9 

16 

2.90 

DIMON  (6) 

755.2 

20 

2114.9 

11 

18.4 

397 

-7.9 

NM 

2.4 

0.6 

-3.1 

NM 

-0.20 

PHILIP  MORRIS 

12747.0 

-8 

53139.0 

-1 

1272.0 

16 

5478.0 

16 

10.0 

7.9 

39.2 

15 

6.51 

RJR  NABISCO  HOLDINGS 

4324.0 

7 

16008.0 

4 

44.0 

-73 

627.0 

-18 

1.0 

4.0 

5.2 

21 

1.58, 

STANDARD  COMMERCIAL  (9) 

377.6 

25 

1236.5 

23 

-9.0 

NM 

-37.5 

NM 

NM 

0.1 

-61.1 

NM 

-4.26 

UNIVERSAL  (6) 

1032.8** 

7 

3525.2 

13 

27.4 

77 

43.7 

87 

2.7 

1.6 

10.9 

21 

1.24 

UST 

344.9* 

7 

1325.4 

8 

1  10  7 

12 

429.8 

11 

32.1 

30.7 

109.4 

16 

2.16 

7  CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE 


9670.7 


40989.8 


18  428.8 


41     2347.6  225 


4.4 


3.3 


21.9 


11  2.42 


(A)  GLASS,  METAL  &  PLASTIC 


GROUP  COMPOSITE 

2476.8 

-A 

11408.7 

8 

27.3 

88 

225.4 

-20 

1.1 

0.6 

8.7 

30 

0.92 

BALL 

470.2 

-23 

2591.7 

0 

0.5 

-98 

-18.6 

NM 

0.1 

3.6 

-3.7 

NM 

-0.72 

CROWN  CORK  &  SEAL 

1114.2 

2 

5053.8 

14 

6.1 

-85 

74.9 

-43 

0.5 

3.7 

5.1 

51 

0.83 

OWENS-ILLINOIS 

892.4 

1 

3763.2 

6 

20.7 

NM 

169.1 

116 

2.3 

NM 

34.2 

11 

1.40 

(B)  PAPER 


GROUP  COMPOSITE 

7193.9 

7 

29581.1 

22 

401.5 

38 

2122.2 

381 

5.6 

4.3 

26.1 

9 

2.91 

BEMIS 

399.2 

7 

1523.4 

10 

27.2 

22 

85.2 

17 

6.8 

6.0 

16.6 

20 

1.63 

FEDERAL  PAPER  BOARD 

556.1 

5 

1913.2 

22 

-17.9 

NM 

142.3 

98 

NM 

9.1 

15.2 

17 

3.11 

GAYLORD  CONTAINER  (3) 

253.8 

5 

1064.0 

26 

19.1 

62 

141.5 

NM 

7.5 

4.9 

125.0 

4 

2.58 

JEFFERSON  SMURFIT 

972.8 

10 

4093.0 

27 

64.3 

141 

247.3 

NM 

6.6 

3.0 

NM 

5 

2.23 

LONGVIEW  FIBRE  (2) 

270.4 

18 

985.5 

25 

18.0 

78 

76.0 

128 

6.7 

4.5 

17.0 

11 

1.47 

RIVERWOOD  INTERNATIONAL 

320.6 

-15 

1342.3 

5 

0.9 

NM 

45.5 

344 

0.3 

NM 

8.1 

29 

0.69 

ROCK-TENN  (3) 

219.4 

14 

930.2 

26 

11.8 

18 

43.2 

9 

5.4 

5.2 

14.0 

12 

1.40 

SONOCO  PRODUCTS 

682.3 

12 

2706.2 

18 

42.2 

16 

164.5 

27 

6.2 

6.0 

21.3 

16 

1.72 

STONE  CONTAINER 

1644.4 

1 

7351.2 

28 

87.7 

194 

444.5 

NM 

5.3 

1.8 

46.1 

3 

4.64 

TEMPLE-INLAND 

867.1 

15 

3460.5 

18 

65.0 

33 

281.0 

114 

7.5 

6.5 

14.4 

9 

5.01 

UNION  CAMP 

1007.8 

9 

4211.7 

24 

83.2 

43 

451.1 

285 

8.3 

6.3 

21.2 

8 

6.45 

8  DISCOUNT  &  FASHION 

RETAILING 

INDUSTRY  COMPOSITE  100592.0 

10 

392555.3 

12 

2676.3 

6 

10412.5 

11 

2.7 

2.8 

12.9 

20 

1.31 

AMES  DEPARTMENT  STORES  (11) 

505.9** 

-1 

2156.3 

2 

-4.9 

NM 

17.8 

-37 

NM 

NM 

24.7 

2 

0.80 

AUTOZONE  (4) 

463.0 

19 

1881.4 

19 

34.8 

26 

145.9 

20 

7.5 

7.1 

20.2 

28 

0.98 

BAKER  tJ.)  (11) 

245.3 

-6 

1052.5 

4 

-41.3 

NM 

-32.6 

NM 

NM 

2.5 

-17.8 

NM 

-2.35 

BARNES  &  NOBLE  (11) 

432.3 

20 

1847.2 

22 

-3.5 

NM 

27.8 

107 

NM 

NM 

6.3 

28 

0.87 

BEST  PRODUCTS  (11) 

325.9 

-2 

1513.0 

NA 

-5.8 

NM 

8.8 

NA 

NM 

NM 

2.7 

14 

0.28 

BORDERS  GROUP  (11) 

362.1 

12 

1638.9 

NA 

-6.0 

NM 

-169.9 

NA 

NM 

NM 

-35.7 

NM 

-4.00 : 

BRADLEES  (11) 

404.1 

-10 

1840.9 

0 

-38.6 

NM 

-85.5 

NM 

NM 

NM 

NM 

NM 

-7.48' 

CALDOR  (11) 

591.4 

-5 

2764.5 

4 

-  i2  6 

NM 

0.6 

-99 

NM 

0.2 

0.2 

60 

0.05 

CARSON  PIRIE  SCOn  (11) 

248.9** 

-10 

1111.9 

-4 

4.1 

-11 

81.0 

116 

1.6 

1.7 

29.8 

4 

4.34 

CHARMING  SHOPPES  (11) 

267.8 

-13 

1125.9 

-12 

-24.7 

NM 

-27.0 

NM 

NM 

2.5 

-5.1 

NM 

-0.26 

CONSOLIDATED  STORES  (11) 

357.5 

15 

1427.9 

22 

10.1 

26 

59.9 

32 

2.8 

2.6 

17.3 

18 

1.24 

CORPORATE  EXPRESS  (10) 

301.0 

86 

964.2 

96 

6.8 

264 

16.4 

NM 

2.2 

1.2 

3.8 

82 

0.36 

DAYTON  HUDSON  (11) 

5573.0** 

10 

22564.0 

10 

44.0 

-34 

362.0 

-16 

0.8 

1.3 

11.3 

16 

4.75 

DILLARD  DEPARTMENT  STORES  (11) 

1451.6** 

5 

5924.1 

5 

51.0 

0 

257.0 

5 

3.5 

3.7 

10.5 

14 

2.27l 

DOLLAR  GENERAL  (11) 

437.2 

22 

1673.6 

24 

20.0 

16 

82.1 

31 

4.6 

4.8 

21.0 

22 

1.17 

EDISON  BROTHERS  STORES  (11) 

319.8 

-10 

1417.7 

-4 

-83.3 

NM 

-98.2 

NM 

NM 

0.2 

-43.0 

NM 

-4.45 

FABRI-CENTERS  OF  AMERICA  (11) 

214.4 

22 

822.5 

36 

6.0 

46 

17.0 

109 

2.8 

2.3 

10.3 

15 

0.90 

FAMILY  DOLLAR  STORES  (4) 

-146  2 

11 

1586.8 

9 

14.5 

-7 

57.0 

-9 

3.7 

4.4 

14.0 

12 

1.01 

FEDERATED  DEPARTMENT  STORES  (11) 

3748.4** 

95 

12923.0 

72 

-46.4 

NM 

-63.0 

NM 

NM 

2.3 

-1.6 

NM 

-0.20 

FINGERHUT 

750.9 

8 

2110.0 

9 

30.3 

139 

50.9 

11 

4.0 

1.8 

9.3 

14 

1.05, 

GAP  (11) 

1155.9 

17 

4082.9 

14 

116.9 

25 

318.2 

2 

10.1 

9.5 

21.4 

23 

2.20 

HECHINGER  (11) 

549.2 

-13 

2283.5 

-5 

-6.4 

NM 

-35.3 

NM 

NM 

0.5 

-7.3 

NM 

-0.84 

HILLS  STORES  (11) 

448.0 

-2 

1873.9 

3 

25.4 

97 

9.4 

-76 

5.7 

2.8 

3.8 

NM 

-0.09 

- 
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Measuring  success  one  investor  at  a  time. 

And  by  15  mutual  fund  portfolios  in  the  top  ten 
of  their  categories  for  1995. 


(feo's  turning  in  these  kinds  of  numbers? 
1  Witter.  The  fact  is,  15  mutual  fund  portfolios 
ibuted  by  Dean  Witter  ranked  at  or  near 
top  of  their  investment  categories  for  1995. 
:he  impressive  numbers  don't  end  there. 

|  have  a  network  of  8,500  Account 
:utives,  each  with  the  expertise  to  provide  you 
something  you  won't  get  investing  on  your 
Advice.  With  specific  fund  recommendations 
red  to  your  personal  investment  goals. 

hat's  why,  in  25  years,  Dean  Witter 
"Capital's  assets,  under  management  or 
inistration,  have  grown  to  over  $75  billion 
its.  For  more  than  5  million  investor  accounts, 
•essive  by  any  measure. 

ean  Witter  offers  exclusive  families  of  mutual 
s,  ranging  from  domestic  to  international 
1  bond  and  money  market  funds.  With 
ialties,  objectives  and  risk  levels  for  every 
of  investor. 

)r  more  information,  call  us  for  the  office  near- 
ou.  Ask  for  free  brochures  and  prospectuses, 
:h  contain  complete  information 
isks,  charges  and  expenses.  You 
ild  read  the  prospectus  carefully 
re  you  invest  or  send  money. 


4 


Mutual  Fund 
Portfolio 

tipper 

Investment 

Category 

Ranking 
(1  Year) 

u  a!  Funds 

in  Category 
11  Year) 

Lipper 

Ranking 

13.  5&  10  Years) 

u  of  h'tinils 
in  c  ategory 
0.  5  &  10  Yean) 

Equity  Funds 

Dean  Witter  European 
Growth  Fund 

European  Region 
Funds 

#1 

42 

#1.#1,N/A 

19. 16.  N/A 

Dean  Witter  Health 
Sciences  Trust 

Health/Biotechnology 
Funds 

#1 

18 

#7,  N/A.  N/A 

13.  N/A,  N/A 

Dean  Witter  International 
SmallCap  Fund 

International 

Small  Company  Funds 

#6 

12 

N/A 

N/A 

TCW/DW  Small  Cap 
Growth  Fund 

Small  Company 
Growth  Funds 

#7 

lit  15 

N/A 

N/A 

Municipal  Bond  Fund  Portfolios 

Dean  Witter  Limited 
Term  Municipal  Trust 

Intermediate  Municipal 
Debt  Funds 

#2 

121 

N/A 

N/A 

Dean  Witter  Multi-State 
Municipal  Series  Trust/ 
Massachusetts* 

Massachusetts 
Municipal  Debt  Funds 

#5 

48 

#3,  N/A.  N/A 

24.  N/A,  N/A 

Dean  Witter  Multi-State 
Municipal  Series  Trust/Michigan* 

Michigan 

Municipal  Debt  Funds 

#4 

411 

#5.  N/A,  N/A 

17,  N/A.  N/A 

Dean  Witter  Multi-State 
Municipal  Series  Trust/Minnesota ' 

Minnesota 

Municipal  Debt  Funds 

#2 

■III 

#2.  N/A.  N/A 

21,  N/A.  N/A 

Dean  Witter  Multi-State 
Municipal  Series  Trust/New  Jersey** 

New  Jersey 

Municipal  1  tebt  Funds 

#■1 

16 

#8,  N/A.  N/A 

23,  N/A.  N/A 

Dean  Witter  Multi-State 
Municipal  Series  Trust/New  York* 

New  York 

Municipal  Debt  Funds 

#7 

88 

#8.  N/A,  N/A 

50.  N/A.  N/A 

Dean  Witter  Multi-State 
Municipal  Series  Trust/Ohio* 

Ohio 

Municipal  Debt  Funds 

#8 

49 

#3.  N/A,  N/A 

25.  N/A,  N/A 

Fixed  Income  Funds 

Dean  Witter  Global 
Short-Term  Income  Fund 

Short  World  Multi-Market 
Income  Funds 

#6 

43 

#5.  #4,  N/A 

29, 15.  N/A 

Dean  Witter  Premier 

\djustable  Rate 

Mi  irtgage  Funds 

#9 

64 

#24.  N/A,  N/A 

44,  N/A,  N/A 

Money  Market  Fundi 

[Jean  Witter  Retirement 
Series:  Liquid  Asset  Series*** 

Institutional  Money 
Market  Funds 

::l 

136 

N/A 

N/A 

Dean  Witter  Retirement 
Series  US  Government 
Money  Market  Series*** 

Institutional  US- 
Government  Money 
Market  Funds 

si 

70 

N/A 

N/A 

N/A  *  <>•><  obpUt  abb 
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We  Measure  Success  One  Investor  At  A  Time 

fJJ  DEAN  WITTER 

The  above  rankings  are  based  on  total  returns  and  were  provided  by  Lipper  Analytical  Services,  Inc.,  a  leading  independent  monitor  of  mutual  fund 
Derformance.  These  rankings  did  not  take  into  account  any  sales  charges  which,  if  taken  into  account,  might  have  affected  the  funds'  rankings.  The 
rankings  represent  past  performance  and  do  not  guarantee  future  results.  Investment  return  and  principal  will  fluctuate  so  that  your  snares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  purchase  price. 

The  investment  manager  assumed  any  expenses  that  exceeded  50  basis  points  with  respect  to  each  series  of  the  fund  until  December  31, 1995.  **The 
investment  manager  assumed  any  expenses  that  exceeded  50  basis  points  with  respect  to  each  series  of  the  fund  until  January  1, 1994.  ***The  invest- 
ment manager  has  sought  to  assume  all  expenses  (except  for  brokerage  fees)  and  waive  the  management  fee  until  December  31,  1995.  Note  that  the 
Dean  Witter  Retirement  Series  is  an  open-end,  no-load  management  investment  company  that  provided  a  selection  of  investment  portfolios  for  insti- 
tutional and  individual  investors  participating  in  various  employee-benefit  plans  offered  by  or  through  Dean  Witter  Trust  Company  or  Dean  Witter 
Reynolds  Inc.  Without  these  waivers  the  funds'  total  returns  and  Lipper  rankings  might  have  been  affected.    ©  1996  Dean  Witter  Distributors  Inc. 


COMPAQ. 


Has   It    C  h  a  n  g  e  d   Yo  u  r   Life  Yet? 


The  problem  with  trouble  is  that  usually  by  the  time  you  find  out  about  it,  it's  too  late.  Not  so  with  Compaq 
Intelligent  Manageability.  Compaq  Intelligent  Manageability  is  a  superior  collection  of  preinstalled  features  and 
tools  found  only  on  the  Compaq  Deskpro.  Together,  they  work  to  detect  and  eliminate  a  variety  of  potential 
problems  on  your  network  before  they  become  real  ones.  Fault  Management  features  like  our  IntelliSafe  drive, 
which  not  only  notifies  you  of  impending  failure  but  also  backs  itself  up,  minimizing  loss  of  mission-critical  data 


ou're  Flying  Along  At  25,000  Feet  When  Suddenly 


hree  Of  The  Engines  Quit.  Now  Would  Be  A  Good 


Time  To  Talk  About  Superior  Fault  Management. 


and  PC  downtime.  And  Asset  Management,  whose  features  help  you  keep  track  of  hardware  and  software  across 
the  network  from  the  comfort  of  your  desk.  Because  all  the  information  you  need  can  be  delivered  remotely  to  your 
PC.  Compaq  Intelligent  Manageability  also  includes  a  wide  range  of  security  features  designed  to  keep  your  network 
secure.  Which  all  adds  up  to  providing  the  best  and  most  comprehensive  solution  for  managing  PCs  and  predicting 


trouble  on  your  network.  Because  when  there's  trouble,  don't  you  want  to  know  about  it-before  it  happens? 


As  with  all  Compaq  PCs,  Deskpro  is  covered  h>  our  free  5-year  limited  warranty.  Fur  mure-  information  on  cur  lull  line  of  Compaq  desktop  PCs,  call  us  at  I  800-345  1518  or  rca.li  u>  on  the  W-l.  at 
www.compaq.com.  In  Canada,  we  can  be  reached  at  l-800-5fV7-16l6  ©1996  Compaq  Computer  Corporation  All  rights  reserved  Compaq  an.l  Deskpro  registered  U  S  Patent  an.l  Trademark  Office 
Some-  Features  available  with  Compaq  Deskpro  anil  independent  soltware  applications  ( Ither  leaturcs  only  available  with  Windows  95 


CORPORATE  SCOREBOARD 


COMPANY 


HOME  DEPOT  (11) 
KMART  (11) 
KOHL'S  (11) 
LANDS'  END  (11) 

LIMITED  (11) 
LOWE'S  (11) 

MAY  DEPARTMENT  STORES  (11) 
MERCANTILE  STORES  (11) 

MEYER  (FRED)  (11) 
MICHAELS  STORES  (11) 
MICRO  WAREHOUSE 
NEIMAN  MARCUS  GROUP  (5) 

NORDSTROM  (11) 
OFFICE  DEPOT 
OFFICEMAX  (11) 
PAYLESS  CASHWAYS  (1) 

PENNEY  (J.C.)dl) 

PEP  BOYS-MANNY,  MOE  &  JACK  (11) 

PETSMART  (11) 

PRICE/COSTCO  (4) 

ROSS  STORES  (11) 
SEARS,  ROEBUCK 
SERVICE  MERCHANDISE 
SHOPKO  STORES  (10) 

SPORTS  AUTHORITY  (11) 
STAPLES  (11) 

STRAWBRIDGE  &  CLOTHIER  (11) 
TALBOTS  (11) 

TJX  (11) 

TOYS  'R'  US  (11) 

VALUE  CITY  DEPARTMENT  STORES  (5) 
VENTURE  STORES  (11) 

VIKING  OFFICE  PRODUCTS  (6) 
WABAN  (11) 
WAL-MART  STORES  (11) 
WOOLWORTH  (11) 

ZALE  (5) 


SALES 

4TH 
QUARTER 
1995 
SMIL 

3997.8 
8041.0** 

486.8 

235.9 

1803.3" 
1766.0 
3155.0** 
694.8** 

750.0 
312.7 
404.0 
489.9** 

906.8** 
1424.5 
679.0 
675.1 

5497.0 

411.8 

251.7 
4383.6** 

330.7 
10854.0 
1686.5 
491.0 

234.4** 
818.8 
225.5** 
224.8 

1012.7 

1714.5 
222.4 
444.6** 

250.4 
966.0 
22914.0 
2071.0** 
214.3 


PROFITS 


CHANGE 
FROM 
1994 

% 

23 
3 
25 
-4 

5 
12 
7 
2 

20 
10 
61 
6 

5 
13 
38 
-4 

0 
13 
23 

9 

12 

6 
-2 

4 

20 
48 

0 

4 

10 
5 


32 
7 
12 
-1 
4 


12 
MONTHS 
1995 
$  MIL. 

14796.0 
34572.0 
1783.0 
1011.1 

7648.7 
6866.2 
12840.0 
2868  6 

3294.5 
1215.6 
1308.0 
1915.8 

4062.6 
5313.2 
2287.7 
2680.2 

22019.0 
1519.5 
926.3 
18600.9 

1370.4 
34925.0 
4018.5 
1955.4 

992.4 
2757.2 
988.4 
946.6 

3804.6 
9021.9 
905.8 
2041.6 

920.8 
3874.4 
90524.7 
8347.0 
1045.0 


CHANGE 
FROM 
1994 

% 

27 

4 
23 

5 

6 
19 

7 
i 

6 
43 
68 
10 

7 
25 
34 
-2 

3 
11 
35 
11 

13 

6 
-1 

7 

29 
61 

-1 
14 

9 
7 
5 
4 

37 
9 
15 
-2 
11 


4TH 
QUARTER 
1995 
$  MIL 

175.5 
-118.0 
7.6 
1.8 

657.3 
43.9 

135.0 
29.2 

-2.3 
3.0 
13.8 
25.0 

29.4 
35.7 
87.7 
-137.4 

240.0 
21.4 
0.7 
49.6 

7.9 
455.0 
81.0 
10.1 

0.6 
21.9 
-7.2 
19.4 

33.9 
20.9 
2.5 
-12.6 

12.8 
14.5 
611.0 
34.0 
1.2 


CHANGE 
FROM 
1994 

% 

25 
NM 

-45 
-54 

626 
-19 

-3 

11 

NM 

-62 
54 
16 

-23 
11 
735 
NM 

-12 
4 
NM 

2 

-29 
28 
-6 

-10 

NM 
83 
NM 

-3 

-2 
-56 
-51 
NM 

39 
9 
4 

-8 
NM 


12 
MONTHS 
1995 
$  MIL 

692.1 
8.6 
64.4 
28.7 

1002.0 
234.1 
791.0 
105.2 

20.0 
-0.4 
45.1 
70.8 

180.9 
132.4 
113.3 
-128.5 

940.0 
81.2 
-15.7 
218.3 

34.6 
1025.0 
50.3 
36.1 

20.0 
60.2 
-2.1 
58.2 

62.8 
463.9 
11.2 


52.7 
68.5 
2827.6 
33.0 
35.8 


CHANGE 
FROM 
1994 

% 

21 
NM 

3 

-26 

158 
15 
6 
4 

-30 
NM 
61 

-2 

-7 
26 
314 
NM 

-12 
5 
NM 
11 

-7 
20 
-18 
24 

38 
154 
NM 

14 

-40 
-7 
-67 
NM 

37 
NM 

12 
NM 

37 


MARGINS 

4TH  4TH 
QUARTER  QUARTER 


1995 

% 

4.4 
NM 

1.6 
0.7 

36.5 
2.5 
4.3 
4.2 

NM 

1.0 
3.4 
5.1 

3.2 
2.5 
12.9 
NM 

4.4 
5.2 
0.3 
1.1 

2.4 
4.2 
4.8 
2.1 

0.3 
2.7 
NM 
8.6 

3.3 
1.2 
1.1 
NM 

5.1 
1.5 
2.7 
1.6 
0.6 


1994 

% 

4.3 
0.3 
3.6 
1.6 

5.3 
3.4 
4.7 
3.9 

NM 
2.8 
3.6 
4.7 

4.4 

2.6 
2.1 

2.5 

5.0 
5.7 
NM 
1.2 

3.8 
3.5 
5.0 
2.4 

NM 

2.2 
0.2 
9.3 

3.7 
2.9 
2.5 
0.3 

4.9 

1.5 
2.9 
1.8 
NM 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 

12-31 

14.4 
-0.2 
17.6 
16.3 

29.3 
14.4 
17.9 
7.5 

3.6 
-0.1 
16.4 
92.4 

13.0 
13.8 
11.8 
-33.3 

16.9 
12.6 
-6.6 
13.8 

12.8 
25.1 
13.0 
9.1 

7.6 
10.7 
-0.9 
14.7 

11.6 
13.8 
4.8 
-4.2 

23.6 
12.9 
20.1 
2.4 
9.4 


12  1 
PRICE-  MONTF 
EARNINGS  EARNIN 


RATIO 

2-9 

32 
NM 
34 
18 

6 
21 
15 
17 

36 
NM 
29 
17 

19 
25 
16 
NM 

12 
21 
NM 
15 

16 
18 
10 
10 

22 
44 
NM 
18 

25 
14 
18 
NM 

41 
10 
18 
49 
14 


PER 
SHAR 


1.41 1 
-0.0 

1  71 
_0_.8:_ 

.?  8' 

1.4/, 
3. H 

2  8' 


2  2 
0  8 
1.4| 
-3.31 

3.1 

l.: 
-0.: 
l.i 

l, 
2. 
0.! 
1. 

0.' 
0.! 

-o.; 

Ij 

0.  ; 

1.  ' 
o., 

-0.1 


9  ELECTRICAL  &  ELECTRONICS 


INDUSTRY  COMPOSITE 

47674.0 

21 

174065.8 

20 

3899.6 

35 

14892.3 

33 

8.2 

7.3 

19.6 

17 

2. 

(A)  ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

8673.9 

11 

32233.3 

11 

389.7 

9 

1713.0 

12 

4.5 

4.6 

14.3 

26 

1. 

AMETEK 

201.9 

6 

837.5 

8 

10.8 

19 

43.8 

20 

5.4 

4.8 

54.1 

13 

1 

COOPER  INDUSTRIES 

1288.2** 

4 

4885.9 

7 

73.2 

-14 

280.6 

-A 

5.7 

6.9 

16.9 

16 

2. 

EMERSON  ELECTRIC  (3) 

2565.8 

12 

10294.1 

16 

230.5 

3 

934.8 

12 

9.0 

9.8 

18.7 

20 

4. 

GENERAL  SIGNAL 

501.6 

20 

1863.2 

22 

20.3 

-30 

100.1 

-4 

4.0 

7.0 

18.9 

17 

2. 

HUBBELL 

282.7 

2 

1143.1 

13 

31.7 

12 

121.9 

14 

11.2 

10.3 

18.7 

19 

3. 

MAGNETEK  (6) 

282.2 

-3 

1192.0 

3 

-1.5 

NM 

9.3 

-11 

NM 

1.5 

8.1 

20 

0. 

NATIONAL  SERVICE  INDUSTRIES  (4) 

492.6 

2 

1982.2 

4 

23.3 

10 

96.3 

14 

4.7 

4.4 

12.7 

17 

1. 

RAYCHEM  (6) 

411.1 

7 

1601.5 

7 

25.1 

26 

64.4 

NM 

6.1 

5.2 

8.1 

48 

1. 

THOMAS  &  BETTS 

310.9 

8 

1236.8 

15 

23.3 

19 

80.9 

NM 

7.5 

6.8 

13.5 

19 

4. 

UCAR  INTERNATIONAL 

244.0 

21 

901.0 

19 

31.0 

-11 

25.0 

-75 

12.7 

17.4 

NM 

65 

0. 

WESTINGHOUSE  ELECTRIC 

2093.0 

19 

6296.0 

7 

-78.0 

NM 

-44.0 

NM 

NM 

NM 

-4.5 

NM 

-0 

(B)  ELECTRONICS 

GROUP  COMPOSITE 

19220.5 

14 

71419.9 

14 

1203.7 

-2 

4590.0 

14 

6.3 

7.2 

15.8 

19 

2. 

GENERAL  INSTRUMENT 

648.4 

20 

2432.0 

19 

53.6 

-38 

123.8 

-50 

8.3 

16.1 

13.5 

28 

1. 

HARRIS  (6) 

916.6 

6 

3507.0 

2 

40.4 

16 

164.8 

26 

4.4 

4.0 

12.6 

15 

4. 

HUGHES  ELECTRONICS 

3970.7 

8 

14714.3 

5 

294.4 

15 

1107.8 

3 

7.4 

7.0 

13.2 

20 

2. 

LITTON  INDUSTRIES  (5) 

836.2 

6 

3367.1 

-1 

36.7 

14 

139.6 

143 

4.4 

4.1 

17.5 

17 

2 

LORAL  (9) 

1610.4 

21 

6178.9 

13 

91.7 

29 

339.2 

23 

5.7 

5.3 

18.2 

24 

1 

MOTOROLA 

7298.0 

13 

27037.0 

22 

432.0 

-16 

1781.0 

14 

5.9 

8.0 

16.1 

19 

2] 

RAYTHEON 

3360.0 

23 

11715.9 

17 

222.3 

8 

792.5 

33 

6.6 

7.5 

18.9 

16 

3 

TRACOR 

229.0 

22 

886.9 

28 

7.1 

21 

27.9 

50 

3.1 

3.1 

20.3 

13 

1 

VARIAN  ASSOCIATES  (3) 

351.2 

1 

1580.8 

18 

25.5 

43 

113.5 

54 

7.3 

5.2 

28.0 

15 

3J 

(C)  INSTRUMENTS 

GROUP  COMPOSITE 

3270.3 

16 

11615.0 

14 

233.6 

31 

712.9 

30 

7.1 

6.3 

17.3 

18 

2 

BECKMAN  INSTRUMENTS 

264.6 

6 

930.1 

5 

10.9 

-17 

48.9 

3 

4.1 

5.3 

14.1 

22 

1 

HONEYWELL 

1916.7 

10 

6731.3 

11 

125.8 

20 

333.6 

20 

6.6 

6.0 

16.5 

20 

2 

PERKIN-ELMER  (6) 

294.0 

13 

1113.6 

8 

22.8 

33 

75.2 

7 

7.8 

6.5 

22.1 

27 

1 

TEKTRONIX  (7) 

443.6 

24 

1649.0 

18 

26.3 

41 

95.9 

27 

5.9 

5.2 

14.8 

15 

TERADYNE 

351.4 

61 

1191.0 

53 

47.8 

99 

159.3 

109 

13.6 

11.1 

21.0 

12 

1 

106  BUSINESS  WEEK  /  MARCH  4,  1996 


ORPORATE  SCOREBOARD 


iOMPANY 


SALES 


PROFITS 


MARGINS 


'.5'] 


4TH  CHANGE  12  CHANGE         4TH  CHANGE          12  CHANGE 

QUARTER  FROM  MONTHS  FROM  QUARTER  FROM  MONTHS  FROM 

1995  1994  1995  1994         1995  1994         1995  1994 

$  MIL.  %  $  MIL  %           SMIL.  %  $  MIL  % 


RETURN  ON 

COMMON  12 

4TH        4TH         EQUITY  PRICE-  MONTHS' 

QUARTER  QUARTER     12  MONTHS  EARNINGS  EARNINGS 

1995       1994        ENDING  RATIO  PER 

%          %           12-31  2-9  SHARE 


))  SEMICONDUCTORS  &  OTHER  COMPONENTS 

ROUP  CUMrUbl  1 1 

i  A.c.riQ  ^ 

JO 

58797.5 

35 

2072.6 

84 

7876.2 

55 

12.6 

9.4 

25.4 

13 

3.18 

DVANCED  MICRO  DEVICES 

593.0 

9 

2429  7 

14 

55  6 

36 

300.5 

_2 

9.4 

7.5 

14.3 

7 

2.85 

MP 

1298.0 

9 

5227.2 

20 

114.0 

12 

427.6 

14 

8^8 

8.5 

15.4 

22 

1.96 

NALOG  DEVICES  (2) 

257.2 

27 

941.5 

22 

35.1 

62 

119.3 

60 

13.7 

10.7 

19.2 

29 

1.00 

«(9) 

302.7 

25 

1178.5 

NA 

34.2 

85 

121.1 

NA 

11.3 

7,7 

21.5 

18 

1.39 

;rrus  logic  <g> 

295.8 

29 

1187.1 

50 

9.0 

-38 

83.7 

46 

3.0 

6.3 

15.9 

19 

1.23 

ITEL 

4580.0 

42 

16202.0 

41 

867.0 

133 

3566.0 

56 

18.9 

11.5 

32.1 

14 

4.03 

iBIL  CIRCUIT  (4) 

233.9 

118 

686.1 

70 

5'2 

186 

10.7 

202 

2.2 

1.7 

10.2 

13 

0.66 

il  LOGIC 

349.6 

37 

1267.7 

41 

71.6 

96 

238.1 

119 

20.5 

14.3 

19.6 

18 

1.86 

EMC  ELECTRONIC  MATERIALS 

262.4 

44 

886.9 

34 

30.9 

220 

87.3 

147 

11.8 

5.3 

14.4 

13 

2.76 

ICRON  TECHNOLOGY  (4) 

1185.8 

122 

3603.5 

95 

328.5 

106 

1013.3 

106 

27.7 

29.8 

45.5 

8 

4.69 

OLEX  (6) 

344.5 

25 

1336.5 

27 

35.1 

26 

139.0 

30 

10.2 

10.2 

12.9 

23 

1.39 

ATIONAL  SEMICONDUCTOR  (7) 

711.6 

22 

2651.6 

16 

79.8 

19 

291.5 

7 

11.2 

11.5 

18.3 

8 

2.21 

ttD-RITE  (3) 

299.2 

36 

1082.8 

49 

42.6 

117 

146.6 

253 

14.2 

8.9 

26.8 

6 

3.04 

II  SYSTEMS  (6) 

1204.0 

94 

3514.4 

56 

22.2 

118 

62.3 

96 

1.8 

1.6 

15.4 

18 

2.13 

1LECTR0N  (4) 

690.6 

36 

2249.5 

37 

27.3 

50 

88.7 

43 

4.0 

3.6 

15.5 

25 

1.93 

.XAS  INSTRUMENTS 

3603.0 

30 

13128.0 

27 

291.0 

55 

1088.0 

57 

8.1 

6.8 

26.6 

9 

5.63 

SHAY  INTERTECHNOLOGY 

298.0 

9 

1224.4 

24 

23.6 

35 

92.7 

57 

7.9 

6.4 

10.4 

16 

1.71 

0  FOOD 

IDUSTRY  COMPOSITE 

88913.6 

5 

338356.6 

5 

2634.3 

9 

10725.7 

31 

3.0 

2.9 

21.7 

20 

1.66 

J  FOOD  DISTRIBUTION 

ROUP  COMPOSITE 

8850.0 

4 

35753.8 

6 

124.7 

NM 

488.6 

42 

1.4 

NM 

14.4 

19 

1.57 

TERNATIONAL  MULTIFOODS  (10) 

632.1 

-3 

2505.5 

13 

6.8 

-38 

30.1 

-25 

1.1 

1.7 

10.0 

11 

1.66 

FOODSERVICE  (6) 

302.3 

11 

1169.1 

10 

3.2 

145 

12.5 

NM 

1.1 

0.5 

11.7 

23 

0.91 

'KOFF-SEXTON  (8) 

440.5 

12 

1658.2 

10 

2.9 

-28 

8.8 

21 

0.7 

1.0 

4.1 

27 

0.59 

IPER  FOOD  SERVICES  (4) 

286.8** 

5 

1 169.5 

3 

2.7 

13 

9.4 

5 

0.9 

0.9 

6.7 

14 

0.86 

IPERVALl)  (10) 

3886.6 

-1 

16529.8 

1 

38.4 

NM 

161.0 

206 

1.0 

NM 

13.5 

14 

2.33 

'SCO  (6) 

3301.6 

10 

12721.8 

10 

70.7 

11 

266.8 

14 

2.1 

2.1 

18.5 

22 

1.46 

)  FOOD  PROCESSING 

10UP  COMPOSITE 

42557.8 

6 

160832.0 

7 

1866.0 

-6 

7815.2 

34 

4.4 

4.9 

20.7 

20 

2.01 

THFR  HANIFI  S  MIDI  AND  (f,) 

341 5  1 

g 

12970.6 

7 

226.0 

3 

810.3 

26 

6.6 

6.8 

13.5 

13 

1.52 

MPRFI 1  ^nup  (Rt 

IvirDuLL  ouur  \D1 

1990  0 

7404  0 

9 

219  0 

1 1 

720  0 

g 

110 

10  6 

27.9 

23 

2.89 

NAGRA  (7) 

6626.3 

5 

24637.1 

3 

167.1 

1 1 

523.1 

13 

2.5 

2.4 

19.1 

21 

2.20 

C  INTERNATIONAL 

2390.7 

18 

8431.5 

14 

116.8 

-14 

512.1 

48 

4.9 

6.8 

26.2 

22 

3.43 

All  cnnnc  /71 
AN  rUUUo  \  I ) 

705.4 

6 

2709.9 

5 

1 6.0 

on 

— y 

o.U 

1  O  1 

i  c.  1 

1  QO 
1 .0/L 

1 c  conn 
LL  rUUU 

837.3 

0 

9 

5.3 

NM 

no  o 

U.D 

N  M 

o  nn 

3WERS  INDUSTRIES  (6) 

290.5 

8 

1 185.9 

14 

7.9 

-25 

41.3 

23 

2.7 

3.9 

13.5 

20 

0.73 

I  NERAL  MILLS  (7) 

1448.4 

2 

5177.4 

3 

145.7 

8 

289.5 

-14 

10  1 

9^5 

96.6 

33 

1.82 

INZ  (H.  J.)  1.8) 

2288.3 

16 

8757.9 

19 

158.2 

13 

629.4 

14 

6.9 

7.1 

25.5 

21 

1.68 

RSHEY  FOODS 

1119.9 

4 

3690.7 

2 

105.8 

327 

281.9 

53 

9.5 

2.3 

27.6 

22 

3.40 

,  RMEL  FOODS  (2) 

835.1 

-1 

3046.2 

-1 

38.6 

-29 

120.4 

2 

4.6 

6.5 

16.5 

16 

1.57 

s  'Own  FOODS  (3) 

340.7 

22 

1261.2 

18 

9.0 

-9 

34.9 

14 

2.6 

3.5 

11.5 

14 

1.16 

) 

3160.3 

-2 

12667.6 

5 

57.0 

-27 

280.1 

54 

1.8 

2.4 

27.4 

9 

2.90 

TERSTATE  BAKERIES  (7) 

734.5 

162 

1873.9 

62 

6.1 

1 

20.6 

53 

0.8 

2.2 

4.6 

27 

0.82 

LLOGG 

1662.9 

4 

7003.7 

7 

-71.6 

NM 

490.3 

-31 

NM 

9.6 

26.3 

36 

2.24 

:  NCASTER  COLONY  (6) 

239.1 

6 

820.7 

7 

22.4 

12 

73.0 

10 

9.4 

8.9 

26.1 

15 

2.45 

£  CORMICK(l) 

556.3 

9 

1858.7 

10 

42.2 

NM 

97.5 

59 

7.6 

NM 

20.1 

19 

1.20 

BISCO  HOLDINGS 

2350.0 

9 

8294.0 

8 

116.0 

-3 

314.0 

18 

4.9 

5.5 

7.5 

31 

1.20 

;  GRIM'S  PRIDE  (3) 

267.5 

18 

972.3 

5 

-0.7 

NM 

-8.1 

NM 

NM 

0.2 

-6.1 

NM 

-0.34 

,  AKER  OATS  (6) 

1179.5 

-22 

5954.0 

-4 

-47.8 

NM 

724.0 

275 

NM 

2.3 

62.2 

6 

5.39 

a  LCORP  HOLDINGS  (3) 

295.3 

6 

1030.3 

3 

14.7 

-14 

31.0 

-43 

5.0 

6.1 

19.1 

31 

0.92 

i  LSTON  PURINA  (3) 

1654.9 

-17 

6873.4 

-8 

128.5 

27 

327.5 

76 

7.8 

5.1 

61.4 

21 

3.10 

:  RA  LEE  (6) 

4898.0 

5 

18335.0 

10 

283.0 

12 

856.0 

229 

5.8 

5.4 

19.4 

21 

1.72 

i/ANNAH  FOODS  &  INDUSTRIES  (3) 

304.4 

8 

1120.5 

4 

3.5 

-2 

-3.6 

NM 

1.2 

1.3 

-2.1 

NM 

-0.13 

ITHFIELD  FOODS  (8) 

455.8 

22 

1644.0 

12 

4.6 

-43 

23.3 

-21 

1.0 

2.2 

12.3 

20 

1.32 

7  3RN  APPLE  VALLEY  (7) 

251.2 

35 

837.2 

8 

-1.8 

NM 

-11.9 

NM 

NM 

4.1 

-13.0 

NM 

-2.07 

:  >0NF00DS(3) 

1546.8 

17 

5731.6 

8 

43.3 

-17 

210.3 

NM 

2.8 

3.9 

14.3 

17 

1.45 

R  FOODS  (6) 

267.8 

8 

969.2 

18 

4.8 

-29 

12.0 

-45 

1.8 

2.7 

7.0 

22 

0.68 

-  IGLEY  !WM.)  JR. 

446.0** 

13 

1769.7 

7 

46.3 

34 

223.7 

-3 

10.4 

8.8 

27.4 

32 

1.93 



o   FOOD  RETAILING 

.  OUP  COMPOSITE 

37505.8 

4 

141779.7 

3 

643.6 

45 

2422.0 

20 

1.7 

1.2 

29.6 

18 

1.07 

,9  lERTSON'S  (11) 

3103.6 

6 

12375.3 

4 

105.4 

12 

455.1 

14 

3.4 

3  2 

24.4 

20 

1.80 

,    ERICAN  STORES  (11) 

4361.2 

-2 

17864.9 

-4 

67.4 

-31 

325.5 

3 

1.5 

2.2 

14.5 

13 

2.24 

SEY'S  GENERAL  STORES  (8) 

244.6* 

9 

905.4 

13 

8.8 

17 

25.6 

26 

3.6 

3.3 

13.0 

23 

0.98 

j2  CLEK(8) 

896.6 

-1 

3564.6 

NA 

11.2 

17 

34.5 

NA 

1.3 

1.1 

12.1 

14 

1.50 

-  .CHAMPS  (6) 

277.1 

6 

1089.2 

3 

0.8 

381 

-27.3 

NM 

0.3 

0.1 

-25.1 

NM 

-3.83 

iLE  FOOD  CENTERS  (11) 

246.2 

-2 

1001.3 

-2 

-2.6 

NM 

-16.6 

NM 

NM 

NM 

-54.4 

NM 

-1.49 

2.2  ID  LION 

2535.4 

3 

8210.9 

4 

55.0 

9 

172.4 

13 

2.2 

2.1 

15.9 

16 

0.36 

■j  NT  FOOD  (10) 

870.7 

4 

3801.2 

4 

17.4 

-6 

97.8 

9 

2.0 

2.2 

12.5 

20 

1.66 

26  :AT  ATLANTIC  &  PACIFIC  TEA  (10) 

2293.6 

-2 

10140.4 

-2 

7.7 

NM 

37.4 

NM 

0.3 

NM 

4.7 

24 

0.98 

WAFORD  BROTHERS 

680.6** 

11 

2568.1 

12 

16.9 

2 

70.2 

13 

2.5 

2.7 

13.9 

17 

1.67 

<  LES  MARKETS  (3) 

357.4 

8 

1412.3 

12 

4.7 

23 

17.9 

8 

1.3 

1.2 

10.9 

11 

0.98 

■j  >H  N'  KARRY  FOOD  STORES  (5) 

250.4 

4 

NA 

NA 

-1.8 

NM 

NA 

NA 

NM 

NM 

-3.6 

NA 

NA 

)GER 

5860.7 

5 

23937.8 

4 

109.2 

19 

318.9 

19 

1.9 

1.6 

NM 

14 

2.65 

CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGI 

12 

CHANGE 

4TH 

4TH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

$  MIL 

% 

$  MIL 

% 

$  MIL. 

% 

$  MIL. 

% 

% 

% 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
12-31 


12 

PRICE-  MONTHS' 
EARNINGS  EARNING! 
RATIO  PER 
2-9  SHARE 


PENN  TRAFFIC  (11) 

844.6** 

2 

3448.3 

4 

-0.4 

NM 

-43.8 

NM 

NM 

0.6 

NM 

NM 

-4.05 

QUALITY  FOOD  CENTERS 

239.3 

25 

729.9 

27 

6.5 

-22 

20.2  ' 

-23 

2.7 

4.4 

45.2 

17 

1.28 

RUDDICKO) 

529.7 

7 

2092.1 

8 

8.0 

-3 

39.0 

15 

1.5 

1.7 

12.1 

13 

0.84 

SAFEWAY 

5166.3 

6 

16397.5 

5 

113.9 

33 

328.3 

31 

2.2 

1.8 

43.3 

20 

1.35 

SMITH'S  FOOD  8.  DRUG  CENTERS 

798.3 

6 

3083.7 

3 

-70.1 

NM 

-40.5 

NM 

NM 

1.9 

-8.3 

NM 

-1.62 

SOUTHLAND 

1643.0** 

-1 

6816.8 

1 

82.2 

226 

167.6 

82 

5.0 

1.5 

NM 

8 

0.40 

STOP  &  SHOP  (11) 

901.2 

5 

3924.9 

5 

12.6 

-25 

81.6 

3 

1.4 

2.0 

27.5 

16 

1.56 

SUPERMARKETS  GENERAL  HOLDING  (11) 

996.0 

-4 

4201.7 

0 

-4.6 

NM 

35.7 

43 

NM 

0.0 

NM 

NA 

NA 

WEIS  MARKETS 

436.8 

0 

1646.4 

6 

22.8 

2 

79.4 

4 

5.2 

5.1 

10.0 

16 

1.84 

WINN-DIXIE  STORES  (6) 

3972.6 

12 

12567.2 

11 

72.5 

7 

243.0 

9 

1.8 

1.9 

18.3 

23 

1.61 

11  FUEL 


INDUSTRY  COMPOSITE 

1 14270.4 

3 

448461.3 

9 

2420.7 

-51 

15965.5 

5 

2.1 

4.5 

10.6 

23 

2.48  '■ 

(A)  COAL,  OIL  &  GAS 

GROUP  COMPOSITE 

108658.5 

3 

427450.6 

9 

2128.2 

-54 

15294.7 

8 

2.0 

4.4 

11.0 

22 

2.64! 

AMERADA  HESS 

2105.2** 

18 

7524.8 

12 

-274.8 

NM 

-394.4 

NM 

NM 

0.5 

-13.3 

NM 

-4.241 

AMOCO 

6972.0 

2 

27066.0 

4 

207.0 

-61 

1862.0 

4 

3.0 

7.9 

12.4 

19 

3.761 

ASHLAND  (3) 

2935.0 

9 

11491.0 

17 

87.0 

149 

76.0 

-56 

3.0 

1.3 

3.9 

44 

0.881 

ATLANTIC  RICHFIELD 

4007.0 

2 

15819.0 

5 

348.0 

12 

1376.0 

50 

8.7 

7.9 

20.5 

14 

8.42! 

BURLINGTON  RESOURCES 

236.5 

-2 

872.5 

-17 

22.6 

-57 

-279.6 

NM 

9.6 

22.0 

-12.6 

NM 

-2.20J 

CHEVRON 

9157.0*** 

-1 

37082.0 

4 

-418.0 

NM 

930.0 

-45 

NM 

6.7 

6.1 

38 

1 .43 

COASTAL 

2669.7 

14 

10447.7 

2 

111.4 

36 

270.4 

16 

4.2 

3.5 

9.8 

16 

2.4(1 

DIAMOND  SHAMROCK 

724.1 

7 

2936.8 

13 

8.1 

-48 

47.3 

-38 

1.1 

2.3 

7.0 

21 

1.48 

EXXON 

27065.0** 

-1 

109620.0 

8 

1680.0 

-12 

6470.0 

27 

6.2 

6.9 

16.0 

16 

5.18*1 

FINA 

861.8 

-3 

3606.6 

5 

-15.8 

NM 

104.4 

2 

NM 

4.0 

8.6 

14 

3.35  J 

KERR-McGEE 

424.6 

4 

1801.2 

12 

36.8 

75 

-24  1 

NM 

8  7 

5  1 

-1  7 

NM 

-0  47  J 

LOUISIANA  LAND  &  EXPLORATION 

212.3** 

3 

830.5 

4 

7.1 

NM 

18  8 

NM 

3  3 

NM 

5  2 

76 

u.  oc 

MAPCO 

803.5** 

-2 

3310.0 

8 

8.0 

-79 

74.7 

-6 

1.0 

4.6 

11.5 

23 

2.51 

MOBIL 

19766.0*** 

3 

74878.9 

1 1 

775.0 

48 

2376.0 

35 

3.9 

2.7 

13.3 

19 

5.87  ■ 

MURPHY  OIL 

427.7** 

5 

171 1.2 

j 

-162.8 

NM 

-118  6 

NM 

NM 

4  4 

-9  2 

N  M 

-2  64 

NGC 

1077  7 

29 

3665  9 

10 

18  0 

96 

92  7 

120 

2  7 

2  i 

1  /  .o 

14 

UuulUtfl  1  ML  r £  )  KULtUm 

2473.0 

-4 

1 3 

7.0 

N  M 

511.0 

NM 

0.3 

0.0 

12.4 

1 7 

1.3] 

ORYX  ENERGY 

206.0** 

-27 

1129.0 

5 

12.0 

-14 

158.0 

NM 

-  5.8 

4.9 

NM 

9 

1.5/ 

DC  U  Id  7011 

rtNNZUIL 

608.0'* 

-8 

2490.0 

-3 

-27.8 

NM 

-305. 1 

NM 

NM 

NM 

-35.7 

NM 

f  i  6C 

PHILLIPS  PETROLEUM 

3321.0 

10 

13368.0 

9 

109.0 

-33 

469.0 

-3 

3.3 

5.4 

14.7 

19 

1.75 

QUAKER  STATE 

261.2 

17 

1035.6 

41 

-2.0 

NM 

1.8 

-82 

NM 

0.8 

0.6 

NM 

O.Of 

SUN 

2501.0*** 

-13 

10419.0 

5 

18.0 

500 

227.0 

134 

0.7 

0.1 

19.6 

12 

\% 

TESORO  PETROLEUM 

227.8** 

4 

970.2 

12 

11.5 

-25 

57.5 

181 

5.0 

7  0 

27.7 

4 

2.2' 

1  E  AMUU 

Q 
O 

oo  /  y^.u 

l  n 
1 U 

-2o 1  .U 

NM 

728.0 

-26 

NM 

4.3 

7. 1 

32 

2.5. 

TOSCO 

1866.8 

4 

7284.0 

14 

33.8 

62 

77.1 

-8 

1.8 

1.2 

12.9 

21 

2  Of 

ULTRAMAR 

711.7 

1 

2714.4 

7 

21.0 

144 

47.6 

-30 

3.0 

1.2 

8.2 

23 

1.1! 

UNION  TEXAS  PETROLEUM  HOLDINGS 

214.0** 

0 

852.0 

14 

24.0 

41 

102.0 

52 

11.2 

7.9 

24.4 

16 

1.1' 

IINflPAl 

2224.0*** 

1 2 

8425.0 

6 

49.0 

NM 

260.0 

1 10 

2.2 

NM 

9.3 

34 

0.9 

USX-MARATHON  GROUP 

3514.0* 

3 

13871.0 

9 

-365.0 

NM 

-83.0 

NM 

NM 

1.1 

-2.6 

NM 

-0.3 1 

VALERO  ENERGY 

844.3 

50 

3019.8 

64 

12.9 

236 

59.8 

123 

1.5 

0.7 

4.6 

23 

l.H 

WA^TAP  PPQfll  IDPPQ 

coo  a 
DoO.O 

47 

1993.4 

20 

38.4 

-4 

102.6 

-3 1 

6.5 

9.9 

143.9 

27 

1.0' 

(B)  PETROLEUM  SERVICES 

GROUP  COMPOSITE 

5611.8 

12 

21010.7 

10 

292.5 

-13 

670.8 

-31 

5.2 

6.7 

6.1 

50 

1.0 

BAKER  HUGHES  (3) 

694.7 

14 

2725.2 

10 

32.4 

34 

128.2 

-7 

4.7 

4.0 

8.1 

34 

0.7 

BJ  SERVICES  (3) 

206.5 

73 

720.7 

60 

9.1 

93 

14.3 

20 

4.4 

4.0 

3.1 

50 

0.5 

r n n d c o  r  a  m  c  d  n  u 
LUUrtrt  LAlVltKUN 

285.7** 

-3 

1 144.0 

3 

-27.8 

NM 

-500. 1 

NM 

N  M 

NM 

NM 

NM 

-19.8) 

U  A  1  1  IPI  IDTflM 

MALLIHUK  1  UN 

1 537.4** 

4 

5698.7 

3 

71.9 

-41 

233.8 

36 

4.7 

8.3 

11.9 

26 

SCHLUMBERGER 

2063.5 

16 

7621.7 

14 

166.7 

8 

649.2 

21 

8.1 

8.7 

13.3 

27 

SMITH  INTERNATIONAL 

239.5** 

21 

874.5 

34 

12.9 

23 

45.6 

27 

5.4 

5.3 

15.8 

19 

WESTERN  ATLAS 

584.5 

6 

2225.8 

3 

27.2 

26 

99.8 

28 

4.7 

3.9 

7.4 

30 

12  HEALTH  CARE 

INDUSTRY  COMPOSITE 

67901.3 

17 

258204.5 

19 

4515.4 

13 

22113.4 

18 

6.7 

6.9 

23.4 

25 

2.4 

(A)  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

16546.7 

11 

64886.7 

14 

199.7 

NM 

1039.9 

331 

1.2 

NM 

16.2 

22 

1.6 

AMERISOURCE  HEALTH  (3) 

1282.5 

14 

4822.4 

10 

8.9 

899 

36.2 

NM 

0.7 

0.1 

NM 

16 

BERGEN  BRUNSWIG  (3) 

2377.4** 

20 

8841.1 

16 

15.6 

L5 

66.0 

11 

0.7 

0.7 

12.7 

16 

U 

CARDINAL  HEALTH  (6) 

2131.6 

7 

8180.3 

18 

18.7 

-25 

90.3 

72 

0.9 

1.2 

13.5 

29 

1.5 

ECKERO  (11) 

1164.9 

9 

4798.1 

8 

5.6 

826 

93.0 

34 

0.5 

0.1 

NM 

16 

2:, 

FAY'S  (11) 

250.2 

4 

1077.2 

12 

1.3 

-40 

9.7 

-18 

0.5 

0.9 

8.3 

16 

o./ 

LONGS  DRUG  STORES  (11) 

628.9 

2 

2610.3 

2 

8.8 

37 

51.9 

7 

1.4 

1.0 

10.1 

18 

2.: 

McKESSON  (9) 

3549.7** 

6 

13582.2 

5 

32.9 

NM 

137.0 

NM 

0.9 

NM 

13.0 

18 

2.5 

REVCO  D.S.  (7) 

1137.0 

11 

4924.0 

56 

11.5 

130 

70.2 

61 

1.0 

0.5 

8.8 

27 

IX 

RITE  AID  (10) 

1331.8 

22 

5368.8 

26 

32.7 

21 

155.2 

285 

2.5 

2.5 

14.6 

18 

1.! 

WALGREEN  (4) 

2692.8 

12 

10682.3 

12 

63.7 

18 

330.5 

13 

2.4 

2.2 

18.1 

27 

i.: 

«B) DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

22017.1 

17 

82586.3 

19 

2157.7 

-12 

12635.2 

11 

9.8 

13.1 

28.8 

25 

2.! 

ALLERGAN 

303.1 

12 

1067.2 

13 

39.6 

14 

72.5 

-35 

13.1 

12.9 

11.5 

34 

1. 

AMERICAN  HOME  PRODUCTS 

3328.0 

29 

13376.1 

49 

81.7 

-80 

1680.4 

10 

2.5 

15.5 

30.4 

19 

5.'  1 

AMGEN 

513.5 

16 

1939.9 

18 

145.6 

NM 

537.7 

68 

28.4 

1.1 

32.2 

33 

if 
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Thanks  to 


Sprint  Business, 
we're  doing  more 
business  in  skis. 

—  Hank  Kashiwa,  Olympic  Skier 
Co-founder,  Volant  Skis 


"We  make  state-of-the-art  skis.  But 
the  way  we  sold  them  was  outdated." 

Volant  is  a  young,  fast-growing  company  with 
global  ambitions.  But  their  communications  system 
wasn't  helping  them  realize  their  full  potential. 

"Sprint  came  in  and  showed  us 
which  technology  was  right  for  us." 

Sprint  consultants  did  an  extensive  analysis  of  Volant's 

business.  And  came  up  with  real  solutions  for  them  — 

like  putting  inventory  on-line  for  real-time  access. 

And  videoconferencing  —  to  present  new  products  worldwide. 

"Now  we're  doing  business  a  whole  new  way." 

Today  Volant  is  a  more  nimble,  more  profitable  company.  Because 

Sprint  made  their  communications  as  cutting-edge  as  their  stainless 

steel  skis.  Call  us.  We  can  help  your  business  do  more  business,  too 


Coll  Sprint  Business 

1800-816  REAL 


Sprint 


We  Help  Business  Do  More  Business 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


Uyn 


MARGINS 


RETURN  ON 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

LiUMMUii 

EQUITY 

PRICE- 

[I 

MONTHS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNING 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

PER 

t  Mil 

% 

$  MIL. 

$  MIL 

% 

$  MIL 

% 

% 

% 

12-31 

2-9 

SHARE 

BRISTOL-MYERS  SQUIBB 

3608.0 

11 

13767.0 

15 

142  0 

NM 

1812.0 

-2 

NM 

3.0 

28.7 

25 

3.58 

GENENTECH 

221.9** 

7 

917.8 

15 

25.6 

38 

146.4' 

18 

11.6 

8.9 

9.6 

46 

1.21 

LILLY  (ELI) 

1799.8 

16 

6763.8 

18 

311.3 

15 

1306.6 

10 

17.3 

17.4 

23.8 

27 

2.30 

MERCK 

4557.0 

18 

16681.1 

11 

857.8 

11 

3335.2 

11 

18.8 

20.0 

29.0 

26  ■ 

2.70 

PERRIGO  (6) 

201.0 

15 

765.8 

13 

12.2 

-5 

41.2 

-22 

6.1 

7.4 

11.7 

24 

0.54 

PFIZER 

2744.3 

24 

10021.4 

26 

405.6 

24 

1554.2 

22 

14.8 

14.7 

29.4 

28 

2.47 

RHONE-POULENC  RORER 

1589.7 

13 

5142.1 

15 

57.8 

-67 

356.5 

-3 

3.6 

12.3 

20.3 

24 

2.50 

SCHERING-PLOUGH 

1290.9 

11 

5104.4 

13 

239.4 

13 

1053.0 

14 

18.5 

18.2 

62.1 

20 

2.85 

WARNER-LAMBERT 

1859.9 

8 

7039.8 

10 

123.1 

-11 

739.5 

7 

6.6 

8.0 

33.9 

18 

5.48 

1UT1NGPU 


(C)  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 


16872.6 


28  61926.2 


27  837.4 


32  2813.9 


19 


5.0 


4.8 


14.5 


23 


1.65 


m 


BEVERLY  ENTERPRISES 
CAREMARK  INTERNATIONAL 
COLUMBIA/HCA  HEALTHCARE 
FHP  INTERNATIONAL  (6) 


811.6* 
647.8 
4583.0 
1015.7 


6 
33 
1  / 

h 


3242.8 
2374.3 
17695.0 
4021.0 


9 
34 
22 
25 


-63.8 
-29.7 
354.0 
13.9 


NM 
NM 

24 

-35 


-8.1 
20.2 
1064.0 
23.1 


NM 

-63 
15 
-71 


NM 
NM 
7.7 
1.4 


2.5 
3.9 
7.3 
2.2 


-1.7 
5.6 
15.7 
-0.3 


NM 
NM 
24 
NM 


-0.1 
0.27 
2.37 
-0.08 

FOUNDATION  HEALTH  (6)  768.0  28        2757.4        20         41.6        NM        156.1      748        5.4       NM         18.5        15  2.71 

HEALTH  SYSTEMS  INTERNATIONAL  741.0         26        2732.1        18        23.4        -2         89.6        2        3.2       4.1        34.6        18  1.83 

HORIZON/CMS  HEALTHCARE  (7)  440.8'*       10         1218.3        21         19.5        NM  8.2      -65        4.4       0.3  1.3        64  0.41 

HUMANA  1460.0**       59         4605.0        29         49.0  2        190.0         8        3.4       5.2         15.5        23  1.1 


v  COUPON 


MM 
IIP 


MS 

mm 

i  -  i 

"l  63  I 

0  89  ::OKS 


LIVING  CENTERS  OF  AMERICA  (3)  270.4  34  962.1  30  10.9  64  28.3  6  4.0  3.3  9.0  25 

MAGELLAN  HEALTH  SERVICES  (3)  295.7  12  1183.6  23  9.7  NM  -33.6  NM  3.3  0.1  -40.4  NM 

MANOR  CARE  (7)  394.9  22  1444.6  17  28.8  15  102.3  17  7.3  7.7  15.1  24 

NOVACARE  (6)  201.0  -13  841.4  -4  7.4  -16  57.4  4  3.7  3.8  12.0  7 


ORNDA  HEALTHCORP  (4)  493.6**  18  1918.2  35  19.9  49  77.9 

OXFORD  HEALTH  PLANS  537.6**  114  1765  7  132  15.6  71  52.4 

PACIFICARE  HEALTH  SYSTEMS  (3)  1077.3**  30  4021.2  30  28.0  40  116.0 

QUORUM  HEALTH  GROUP  (6)  273.2  37  985.1  28  16.9  23  62.2 


NM 


29 
31 


4.0 
2.9 
2.6 
6.2 


3.2 
3  6 
2.4 
6.9 


20.3 
23.8 
15.1 
16.0 


16 
59 
23 
20 


1.64VUU 

1.43 


3.7 
1.2 


EH 

a : 


TENET  HEALTHCARE  (7) 
U.  S.  HEALTHCARE 
UNITED  WISCONSIN  SERVICES 
UNIVERSAL  HEALTH  SERVICES 


1370.9 
954.0* 
274.1* 
262.1* 


115 
26 
20 
..'8 


4671.2 
3517.8 
1038.3 
931.1 


72 
21 
35 
19 


182.8 
100.9 
1.6 
6.9 


296 
-6 

-82 
54 


385.3 
380.7 
6.4 
35.5 


81 
-3 
-81 
24 


13.3 
10.6 
0.6 
2.6 


7.2 
14.2 
3.9 
2.2 


16.3 
42.3 
3.0 
12.2 


12 
19 
41 
20 


1.94 
2.5: 


IWM 


(0)  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

12465.0 

11 

48805.2 

15 

1320.7 

26 

5624.5 

19 

10.6 

9.4 

22.8 

25 

2.3? 

ABBOTT  LABORATORIES 

2596.7 

5 

10012.2 

9 

465.4 

10 

1688.7 

11 

17.9 

17.0 

39.5 

21 

2.12 

BARD  (C.R.) 

291.0 

6 

1137.8 

7 

22.8 

322 

86.8 

15 

7.8 

2.0 

16.0 

24 

1.5; 

BAUSCH  &  LOMB 

455.1 

-6 

1932.9 

2 

-3.4 

NM 

112.0 

260 

NM 

NM 

11.7 

21 

1.9| 

BAXTER  INTERNATIONAL 

1354.0 

9 

5048.0 

13 

148.0 

11 

371.0 

-9 

10.9 

10.7 

4.2 

32 

1.3' 

BECTON,  DICKINSON  (3) 

639.9 

8 

2759.0 

6 

44.5 

33 

262.7 

12 

7.0 

5.7 

18.8 

23 

3.76 

JOHNSON  &  JOHNSON 

4846.0 

18 

18842.0 

20 

465.0 

23 

2403.0 

20 

9.6 

9.2 

27.0 

27 

3.72 

MALLINCKRODT  GROUP  (6) 

528.2 

12 

2228.4 

14 

38.3 

9 

182.8 

81 

7.3 

7.5 

15.6 

17 

2.3( 

MEDTRONIC  (8) 

520.1 

27 

1974.3 

28 

103.6 

49 

362.6 

40 

19.9 

17.1 

24.0 

38 

1.57 

OWENS  &  MINOR 

746.7 

2 

2976.5 

24 

-9.0 

NM 

-11.3 

NM 

NM 

0.9 

-12.5 

NM 

-0.5: 

STRYKER 

224.1 

Ki 

872.0 

28 

25.7 

20 

87.0 

20 

11.5 

10.4 

20.3 

32 

1.8( 

U.S.  SURGICAL 

263.3 

16 

1022.3 

11 

19.8 

236 

79.2 

313 

/  5 

2.6 

8.1 

25 

1.0! 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

12159.6 

11 

46173.6 

10 

358.4 

-7 

2218.7 

36 

2.9 

3.5 

18.2 

16 

2.11 

WML  W 


s 


(A)  BUILDING  MATERIALS 


GROUP  COMPOSITE 

8215.5 

8 

32725.4 

11 

238.1 

-16 

1817.9 

57 

2.9 

3.7 

23.5 

15 

2.4; 

... 

[«*;. 

AMERICAN  STANDARD 

1311.0 

14 

5221.3 

17 

23.0 

NM 

142.4 

NM 

1.8 

NM 

NM 

15 

1.91 

LAFARGE 

368.9 

'J 

1472.2 

-6 

36.1 

12 

129.6 

61 

9.8 

8.0 

13.5 

10 

1.8c 

NORTEK 

203.6 

15 

776.2 

5 

4.1 

1  1 

15.0 

-13 

2.0 

2.6 

11.6 

10 

1.1? 

•tonus 

OWENS  CORNING 

964.0 

9 

3612.0 

8 

66.0 

53 

231.0 

212 

6.8 

4.9 

NM 

10 

4.6. 

Nmois 

PPG  INDUSTRIES 

1722.4 

4 

7057.7 

11 

161.2 

7 

767.6 

49 

9.4 

9.1 

29.1 

13 

3.8( 

!*«WJSTRIES 

RPM  (7) 

276.9 

9 

1066.3 

17 

15.8 

4 

62.9 

10 

5.7 

6.0 

14.6 

14 

1.0* 

Nisi 

SHERWIN-WILLIAMS 

740.9 

5 

3273.8 

6 

33.8 

10 

200.7 

8 

4.6 

4.4 

17.0 

18 

2.3' 

TECUMSEH  PRODUCTS 

382.4 

4 

1716.0 

12 

24.1 

-15 

119.2 

-1 

6.3 

7.8 

13.6 

10 

5.4! 

EjniK 

Kits' 

TEXAS  INDUSTRIES  (7) 

244.3** 

21 

904.8 

18 

21.5 

79 

63.8 

54 

8.8 

6.0 

17.8 

11 

5.5.' 

USG 

602.0 

0 

2444.0 

7 

-25.0 

NM 

-32.0 

NM 

NM 

NM 

NM 

NM 

-0.7; 

*» 

VALSPAR  (2) 

205.6 

6 

790.2 

1 

14,5 

18 

47.5 

4 

7.1 

6.3 

23.7 

21 

2.1! 

VULCAN  MATERIALS 

361.8 

4 

1461.0 

17 

43.4 

36 

166.2 

70 

12.0 

9  , 

20.9 

12 

4  6. 

YORK  INTERNATIONAL 

831.7 

27 

2929.9 

21 

-180.4 

NM 

-96.1 

NM 

NM 

3.3 

-12.0 

NM 

2  3" 

(B)  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

3944.1 

16 

13448.2 

7 

120.4 

19 

400.8 

-17 

3.1 

3.0 

8.9 

18 

1.21 

CENTEX (9) 

790.1** 

0 

3074.0 

-7 

15.2 

16 

46.5 

-56 

1.9 

1.6 

6.7 

19 

1.61 

CLAYTON  HOMES  (6) 

211.2 

19 

838.7 

21 

22.7 

25 

95.9 

26 

10.8 

10.2 

16.8 

19 

1.0 

HOVNANIAN  ENTERPRISES  (2) 

331.7** 

777.7 

10 

10.6 

•  1 M 

14.1 

23 

3.2 

NM 

8.5 

12 

0.6 

KAUFMAN  &  BROAD  HOME  (1) 

478.9 

18 

1396.5 

5 

17.9 

14 

29.1 

-38 

3.7 

3.9 

4.8 

22 

0.7. 

LENNAR  (1) 

274.0** 

25 

870.5 

6 

20.0 

18 

70.4 

3 

7.3 

7.7 

12.1 

13 

1.9 

OAKWOOD  HOMES  (3) 

204.4** 

22 

858.7 

19 

13.9 

69 

52.3 

37 

6.8 

4.9 

15.7 

19 

2.2' 

PULTE 

667.5'* 

25 

2029.1 

16 

23.5 

36 

48.8 

-22 

3.5 

3.2 

6.6 

18 

1.7' 

RYLAND  GROUP 

448.0 

2 

1585.1 

-2 

-23.8 

NM 

-25.5 

NM 

NM 

0.2 

-9.2 

NM 

-1.7* 

U.S.  HOME 

298.8** 

9 

1107.9 

11 

11.1 

19 

36.9 

12 

3.7 

3.4 

11.9 

9 

3.1. 

WEBB  (DEL)  (6) 

239.5** 

36 

910.0 

43 

9.2 

39 

32.3 

41 

3.8 

3.8 

11.5 

10 

1.9 

fOSUl 


!*0SITE 


110  BUSINESS  WEEK  /  MARCH  4,  1996 


ORPORATE  SCOREBOARD 


OMPANY 


SALES 


PROFITS 


4TH 
QUARTER 
1995 
$  MIL. 


CHANGE 
FROM 
1994 

% 


12 
MONTHS 
1995 
$  MIL 


GHANGI 
FROM 
1994 

% 


4TH 
QUARTER 
1995 
$  MIL. 


CHANGE 
FROM 
1994 

% 


12 
MONTHS 
1995 
$  MIL. 


CHANGE 
FROM 
1994 

% 


MARGINS 

4TH  4TH 

QUARTER  QUARTER 

1995  1994 

%  % 


RETURN  ON 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

12-31  2-9 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


4  LEISURE  TIME  INDUSTRIES 


IDUSTRY  COMPOSITE 

24681.4 

9 

87262.0 

1707.3 

36 

6472.5 

18 

6.9 

5.6 

16.9 

24 

1.85 

i)  EATING  PLACES 

ROUP  COMPOSITE 

4603.2 

10 

17847.2 

13 

392.9 

28 

1619.4 

10 

8.5 

7.4 

15.9 

26 

1.63 

IB  EVANS  FARMS  (8) 

207.7 

7 

788.2 

7 

13.0 

-8 

53.6 

4 

6.3 

7.3 

12.9 

13 

1.27 

MNKER  INTERNATIONAL  (6) 

289.7 

17 

1127.6 

18 

-13.6 

NM 

40.1 

-42 

NM 

6.5 

6.9 

24 

0.55 

IACKER  BARREL  OLD  COUNTRY  STORE  (5)  221.0 

20 

819.2 

22 

16.8 

8 

67.2 

14 

7.6 

8.4 

13.1 

17 

1.11 

iRDEN  RESTAURANTS  (7) 

731.2 

0 

3208.9 

5 

16.3 

39 

11.9 

-90 

2.2 

1.6 

1.0 

NA 

NA 

ODMAKER  n) 

330.6** 

13 

1055.7 

9 

4.7 

NM 

8.0 

NM 

1.4 

NM 

29.4 

32 

0.21 

-DONALD'S 

2585.5 

14 

9794  5 

18 

366  8 

19 

1427  3 

17 

14.2 

13.6 

18.9 

27 

1 .97 

lONEY'S  (2) 

237^5 

-3 

1053.2 

-1 

-11.2 

NM 

11.2 

-79 

NM 

5'2 

NM 

31 

0.27 

)  HOTEL  &  MOTEL 

10UP  COMPOSITE 

4707.2 

9 

15769.9 

8 

253.8 

87 

869.3 

39 

5.4 

3.2 

15.5 

24 

1.64 

LLY  ENTERTAINMENT 

263.4** 

14 

1023.9 

9 

46.2 

NM 

76.7 

NM 

17.5 

NM 

16.1 

12 

1.34 

*CUS  CIRCUS  ENTERPRISES  (11) 

354.2 

16 

1254.8 

8 

46.6 

27 

124.1 

-5 

13.2 

11.9 

10.5 

23 

1.34 

RRAH'S  ENTERTAINMENT 

378.4 

10 

1550.1 

16 

-36.5 

NM 

78.8 

58 

NM 

NM 

12.9 

37 

0.76 

.TON  HOTELS 

457.6** 

12 

1649.4 

9 

63.1 

66 

172.8 

42 

13.8 

9.3 

14.3 

25 

3.56 

tRRIOTT  INTERNATIONAL 

2910.0 

8 

8961.0 

6 

90.0 

25 

247.0 

24 

3.1 

2.7 

25.6 

25 

1.87 

RAGE  RESORTS 

343.5 

10 

1330.7 

6 

44.5 

40 

169.9 

36 

12.9 

10.2 

14.7 

23 

1,77 

I  OTHER  LEISURE 

:oup  COMPOSITE 

15371.1 

Q 

i  riAn  r 

1UOU.O 

jU 

i  ft 

c  o 

O.o 

1  7  ft 

01 

o  no 

IERICAN  GREETINGS  (10) 

587.6 

7 

1957.6 

6 

17.5 

-70 

1 13.1 

-22 

3.0 

10.7 

9.4 

18 

1.52 

UNSWICK 

702.3 

7 

3041.4 

13 

22.2 

23 

134.2 

4 

3.2 

2.7 

13.5 

17 

1.39 

RNIVAL(l) 

453.0 

10 

1 998  2 

2  ^ 

84  2 

20 

451  0 

18 

18  6 

17  1 

215 

1 7 

1  59 

;NEY  (WALT)  (3) 

3818.0 

16 

12628.4 

19 

496.0 

3 

1393.7 

14 

13.0 

14.6 

21.0 

24 

2.63 

5TMAN  KODAK 

4092.0 

6 

14980.0 

11 

275.0 

NM 

1252.0 

126 

6.7 

NM 

26.3 

21 

3.67 

lETWOOD  ENTERPRISES  (8) 

719.0 

1 

2818.5 

3 

24.0 

13 

81.0 

-6 

3.3 

3.0 

12.6 

15 

1.74 

RLEY-DAVIDSON 

372.9 

20 

1350.5 

17 

30.6 

21 

111.1 

15 

8.2 

8.1 

23.8 

23 

1.48 

RMAN  INTERNATIONAL  INDUSTRIES  (6)  348.7 

21 

1302.0 

31 

15.5 

27 

46.4 

36 

4.4 

4.2 

15.7 

13 

2.86 

1  SBRO 

1023.7 

9 

2858.2 

7 

85.2 

12 

155.6 

-13 

8.3 

8.1 

10.2 

20 

1.76 

|  TTEL 

1155.3 

12 

3638.8 

14 

112.0 

161 

357.8 

40 

9.7 

4.2 

27.5 

21 

1.58 

I  SICLAND  STORES 

686.9 

8 

1722.6 

16 

22.6 

-7 

-135.8 

NM 

3.3 

3.8 

-69.3 

NM 

-4.00 

1  TBOARO  MARINE  (3) 

232.1 

-4 

1218.7 

8 

-12.4 

NM 

42.1 

-23 

NM 

NM 

17.4 

10 

2.09 

1  AROIO 

674.8 

-2 

2236.9 

-3 

-111.0 

NM 

-140.2 

NM 

NM 

8.4 

-17.3 

NM 

-3.09 

1  fAL  CARIBBEAN  CRUISES 

289.8 

3 

1184.0 

1 

16.4 

-22 

149.0 

5 

5.7 

7.4 

16.3 

10 

2.35 

I  :o  TOYS 

215.1 

-13 

709.1 

-6 

-17.3 

NM 

-27.2 

NM 

NM 

NM 

-10.7 

NM 

-0.87 

MANUFACTURING 

)USTRY  COMPOSITE 

42429.1 

12 

161400.6 

15 

2366  2 

4 

9016.2 

12 

5.6 

6.0 

17.8 

18 

2.17 

!  GENERAL  MANUFACTURING 

3UP  COMPOSITE 

14620.3 

11 

57210.1 

15 

848.3 

-7 

3299.7 

0 

5.8 

6.9 

14.8 

24 

1.95 

IANT  TECHSYSTEMS  (9) 

302.4 

75 

1180.9 

52 

11.8 

215 

-36.3 

NM 

3.9 

2.2 

-25.9 

NM 

-4.01 

RY  DENNISON 

776.7 

5 

3113.9 

9 

37.7 

32 

143.7 

31 

4.9 

3.9 

17.6 

20 

2.70 

ILISLE 

217.2 

28 

822.5 

19 

10.6 

25 

44.1 

24 

4.9 

5.0 

16.4 

15 

2.82 

INING 

1338.7** 

5 

5346.1 

11 

83.5 

139 

-50.8 

NM 

6.2 

2.7 

-2.5 

NM 

-0.23 

IACELL  INTERNATIONAL  (6) 

784.1 

7 

2179.7 

9 

120.3 

8 

245.6 

11 

15.3 

15.2 

17.5 

25 

2.03 

ERAL  SIGNAL 

221.8 

14 

816.1 

21 

11.7 

-15 

51.6 

10 

5.3 

7.1 

21.2 

24 

1.13 

iT  BRANDS  (6! 

263.1 

13 

1053.2 

2 

14.6 

24 

52.8 

-3 

5.6 

5.1 

12.8 

20 

2.49 

ISCOt 

387.2 

10 

1495.5 

10 

29.0 

3 

97.4 

13 

7.5 

7.9 

15.6 

16 

3.86 

.ENBRAND  INDUSTRIES  (1) 

425.0 

-3 

1624.9 

3 

8.7 

-79 

89.9 

0 

2.1 

9.2 

12.1 

26 

1.27 

i  4QIS  TOOL  WORKS 

1087.2 

16 

4152.2 

20 

106.3 

25 

387.6 

40 

9.8 

9.0 

20.1 

19 

3.29 

:  NSON  CONTROLS  (3) 

2186.3 

18 

8659.0 

21 

47.0 

14 

201.6 

20 

2.2 

2.2 

14.6 

16 

4.65 

IK  IV  INDUSTRIES  (10) 

525.5 

32 

2038.5 

42 

23.0 

39 

89.3 

44 

4.4 

4.2 

12.6 

14 

1.50 

!  NESOTA  MINING  &  MFG. 

3305.0 

7 

13460.0 

11 

266.0 

-10 

1306.0 

8 

8.0 

9.5 

18.0 

22 

3.11 

/ELL 

669.2 

14 

2498.4 

20 

66.4 

7 

222.5 

14 

9.9 

10.6 

18.0 

20 

1.41 

KER  HANNIFIN  (6) 

824.4 

12 

3427.1 

21 

48.4 

18 

239.3 

124 

5.9 

5.6 

19.4 

11 

3.24 

IRIS  INDUSTRIES 

282.3 

17 

1113.9 

35 

16.8 

-15 

60.8 

11 

5.9 

8.1 

60.3 

14 

2.19 

BERMAID 

582.0 

3 

2344.2 

8 

-73.5 

NM 

59.8 

-74 

NM 

9.6 

4.7 

76 

0.38 

IOVA 

442.3 

-3 

1884.0 

5 

20.0 

11 

94.9 

44 

4.5 

4.0 

24.2 

10 

3.20 

MACHINE  &  HAND  TOOLS 

•i  )UP  COMPOSITE 

3355.6 

9 

11948.6 

12 

193.2 

17 

574.4 

19 

5.8 

5.4 

13.8 

19 

1.91 

:K &  DECKER 

1440.4 

6 

4766.1 

9 

137.0 

199 

216.5 

141 

9.5 

3.4 

17.9 

15 

2.33 

AHER 

430.2 

38 

1486.8 

33 

29.4 

29 

105.8 

46 

6.8 

7.3 

19.1 

19 

1.77 

>INGS  &  LEWIS 

208.9 

13 

730.6 

18 

-18.5 

NM 

6.5 

-87 

NM 

12.9 

1.3 

78 

0.19 

!  HAMETAL  (6) 

259.2 

13 

1048.8 

19 

13.9 

17 

73.3 

55 

5.4 

5.2 

17.9 

11 

2.76 

P-ON 

347.1** 

9 

1292.1 

8 

30.8 

16 

113.3 

15 

8.9 

8.4 

15.1 

16 

2.76 

!,  <LEY  WORKS 

669.8 

1 

2624.3 

5 

0.6 

-98 

59.1 

-53 

0.1 

5.1 

8.0 

42 

1.33 

SPECIAL  MACHINERY 

UP  COMPOSITE 

20939.1 

15 

78173.3 

17 

1265.8 

20 

4768.7 

26 

6.0 

5.8 

22.4 

14 

2.75 

3 

598.5 

27 

2125.0 

56 

33.7 

-37 

129.1 

12 

5.6 

11.3 

21.6 

9 

2.76 

-IED  MATERIALS  (2) 

982.7 

110 

3061.9 

84 

155.4 

146 

454.1 

112 

15.8 

13.5 

25.5 

15 

2.56 

GS  &  STRATTON  (6) 

329.4 

-10 

1263.9 

-7 

23.9 

-29 

80.3 

-29 

7.3 

9.2 

18.7 

16 

2.77 

CORPORATE  SCOREBOARD 


- 


COMPANY 


SALES 


PROFITS 


4TH 
QUARTER 
1995 
$  MIL. 


CHANGE 
FROM 
1994 

% 


12 
MONTHS 
1995 
$  MIL. 


CHANGE 
FROM 
1994 

% 


4TH 
QUARTER 
1995 
$  MIL 


CHANGE 
FROM 
1994 

% 


12 
MONTHS 
1995 
$  MIL 


CHANGE 
FROM 
1994 

% 


MARGINS 

4TH  4TH 

QUARTER  QUARTER 

1995  1994 

%  % 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 

12-31 


i: 

PRICE-  MON 
EARNINGS  EARN 
RATIO  PE 
2-9  sha; 


CASE 

1282.0 

13 

4937.0 

lb 

78.0 

70 

346.0 

1 10 

6.1 

4.0 

23.5 

11 

4. "J 

CATERPILLAR 

4213.0 

7 

16072.0 

12 

300.0 

8 

1 136'  0 

19 

7  1 

7  j 

32  5 

1 1 
i  i 

^  "J 

COLTEC  INDUSTRIES 

351.9 

3 

1401.9 

g 

21.8 

-16 

71.2 

-24 

6.2 

7.6 

NM 

12 

DEERE (2) 

2719.0** 

8 

10290.5 

1 5 

1 50.6 

-11 

706. 1 

17 

5  5 

6  8 

22  9 

14 

9  T 
-  . 

DOVER 

1009.0 

20 

3745.9 

21 

68.5 

23 

278.3 

38 

6.8 

6.6 

23.7 

19 

2.4 

DRESSER  INDUSTRIES  (2) 

1629.8 

15 

5628.7 

6 

84  4 

14 

213.1 

-41 

5.2 

5.2 

12.9 

23 

1.  / 

FMC 

1209.9 

16 

4509.8 

12 

28.4 

12 

215.6 

24 

2.3 

2.4 

35.3 

13 

5."' 

HARNISCHFEGER  INDUSTRIES  (2) 

623.3** 

33 

2213.9 

41 

30.3 

53 

103.5 

183 

4.9 

4.2 

18.5 

16 

2  ; 

INGERSOLL-RAND 

1629.9 

31 

5728.9 

27 

95.6 

22 

270.3 

28 

5.9 

6.3 

15.7 

16 

2  ! 

INTERLAKE 

207.6 

0 

831.1 

10 

2.8 

NM 

4.2 

NM 

1.4 

NM 

NM 

12 

0.1 

LAM  RESEARCH  (6) 

290.5 

68 

1030.1 

69 

33.5 

77 

119.2 

116 

11.5 

11.0 

25.9 

10 

4 

McDERMOTT  INTERNATIONAL  (9) 

766.5 

7 

3234.1 

9 

6.6 

-78 

5.7 

-86 

0.9 

4.2 

-0.4 

NM 

-0.1 

PENTAIR 

377.5 

11 

1402.9 

11 

18.0 

23 

60.5 

21 

4.8 

4.3 

12.4 

19 

2 1 

STEWART  &  STEVENSON  SERVICES  (11) 

323.8 

6 

1220.5 

11 

15.0 

-15 

66.4 

1 

4.6 

5.8 

14.4 

12 

2  i 

TIMKEN 

556.3 

11 

2230.5 

16 

27.8 

8 

112.4 

64 

5.0 

5.1 

14.0 

13 

3.1 

TYCO  INTERNATIONAL  (6) 

1243.9 

13 

4842.8 

14 

70.8 

166 

273.0 

49 

5.7 

2.4 

16.2 

21 

1.1 

VARITY  (11) 

594.7 

1 

2402.0 

16 

20.8 

-37 

123.8 

20 

3.5 

5.6 

14.7 

13 

2.1 

(D)  TEXTILES 

GROUP  COMPOSITE 

3514.1 

3 

14068.7 

6 

58.9 

-60 

373.4 

-26 

1.7 

4.4 

12.5 

17 

0.; 

BURLINGTON  INDUSTRIES  (3) 

512.7 

0 

2207.0 

2 

8.5 

-34 

64.0 

-31 

1.7 

2.5 

11.1 

13 

o  ; 

COLLINS  &  AIKMAN  (11) 

380.9 

-6 

1507.9 

1 

20.6 

-33 

89.7 

167 

5.4 

7.7 

NM 

7 

1.1 

CONE  MILLS 

219.4 

7 

910.2 

13 

-11.9 

NM 

-3.3 

NM 

NM 

3.6 

-3.1 

NM 

0 

FIELDCREST  CANNON 

284  6 

-4 

1095.2 

3 

-17.7 

NM 

-15.7 

NM 

NM 

3.4 

-8.7 

NM 

2:1 

MOHAWK  INDUSTRIES 

415.1 

15 

1648.6 

15 

-10.1 

NM 

6.4 

-81 

NM 

2.1 

2.3 

70 

0.1 

SHAW  INDUSTRIES 

706.6 

-1 

2869.8 

3 

19.3 

-31 

64.4 

-51 

2.7 

3.9 

9.2 

27 

0.1 

SPRINGS  INDUSTRIES 

593.5 

11 

2233.1 

8 

26.1 

10 

71.6 

15 

4.4 

4.5 

10.0 

11 

3.1 

UNIFI  (6) 

401.4 

4 

1596.9 

10 

24.1 

-14 

96.2 

16 

6.0 

7.3 

16.4 

16 

1J 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

19957.6 

8 

79989.3 

17 

1080.3 

-11 

4764.7 

93 

5.4 

6.6 

19.0 

11 

2! 

(A)  ALUMINUM 


GROUP  COMPOSITE 

6982.1 

15 

27480.8 

22 

323.1 

-25 

1534.7 

290 

4.6 

7.0 

19.0 

11 

ALUMAX 

7  38  6 

-4 

2926.1 

6 

44.8 

5 

237.4 

408 

6.1 

5.5 

16.9 

6 

ALUMINUM  CO.  OF  AMERICA 

3107.8 

18 

12499.7 

26 

150.9 

-59 

790.5 

78 

4.9 

13.9 

18.2 

13 

KAISER  ALUMINUM 

591.1 

33 

2237.8 

26 

21.0 

NM 

60.3 

NM 

3.6 

NM 

93.2 

22 

MAXXAM 

672.6 

25 

2565.2 

21 

22.4 

NM 

57.5 

NM 

3.3 

NM 

NM 

7 

REYNOLDS  METALS 

1872.0** 

11 

7252.0 

21 

84.0 

22 

389.0 

219 

4.5 

4.1 

17.0 

10 

(B)  STEEL 

GROUP  COMPOSITE 

9586.8 

1 

39088.2 

9 

332.3 

1844.2 

24 

3.5 

6.0 

19.0 

9 

AK  STEEL  HOLDING 

526.7 

-5 

2257.3 

12 

54.7 

-71 

268.6 

-1 

10.4 

33.6 

38.7 

4 

ALLEGHENY  LUDLUM 

334.9 

2 

1494.3 

39 

21.4 

13 

114.8 

530 

6.4 

5.8 

30.6 

12 

ARMCO 

396.8 

18 

1559.9 

9 

-8.4 

NM 

23.5 

-64 

NM 

1.6 

NM 

NM 

BETHLEHEM  STEEL 

1151.9 

6 

4867.5 

1 

32.4 

4 

179.6 

123 

2.8 

2.6 

10.8 

13 

CARPENTER  TECHNOLOGY  (6) 

210.1 

22 

823.6 

21 

12.3 

25 

56.9 

33 

5.9 

5.7 

20.7 

12 

COMMERCIAL  METALS  (4) 

590.2** 

43 

2293.3 

35 

10.8 

70 

42.7 

59 

1.8 

1.5 

14.2 

10 

INLAND  STEEL  INDUSTRIES 

1121.7 

-3 

4781.4 

6 

24.9 

-31 

146.8 

37 

2.2 

3.1 

16.8 

10 

LTV 

1044.9 

-8 

4283.2 

1 

34.8 

-14 

193.5 

49 

3.3 

3.6 

12.8 

8 

LUKENS 

262.7 

4 

1049.2 

11 

6.7 

-38 

34.0 

53 

2.5 

4.2 

11.9 

13 

NATIONAL  STEEL 

740.1 

0 

2954.2 

9 

14.8 

-46 

105.4 

-37 

2.0 

3.7 

18.5 

6 

O.UANEX  (2) 

228.8 

1 6 

891.2 

27 

9.8 

30 

33.9 

80 

4.3 

3.8 

17.5 

9 

ROUGE  STEEL 

305.1 

1 

1206.6 

-2 

9.8 

-66 

94.7 

-10 

3.2 

9.6 

24.0 

5 

USX-U.  S.  STEEL  GROUP 

1647.0 

0 

6456.0 

6 

62.0 

-31 

303.0 

51 

3.8 

5.5 

21.6 

10 

WEIRTON  STEEL 

336.6 

11 

1351.7 

7 

2.9 

-87 

55.1 

41 

0.8 

7.2 

36.9 

3 

WHX 

334.7 

1 

1364.6 

14 

17.4 

-5 

81.1 

-6 

5.2 

5.6 

7.7 

6 

WORTHINGTON  INDUSTRIES  (7) 

354.5 

-2 

1454.3 

3 

26.2 

-7 

110.7 

12 

7.4 

7.8 

18.0 

17 

(C)  OTHER  METALS 

GROUP  COMPOSITE 

3388.8 

18 

13420.4 

33 

424.8 

90 

1385.8 

132 

12.5 

7.8 

19.1 

12 

ASARCO 

799.6 

36 

3197.8 

57 

-11.3 

NM 

169.2 

164 

NM 

8.2 

9.6 

8 

CYPRUS  AMAX  MINERALS 

739.0 

1 

3207.0 

15 

96.0 

43 

124.0 

-25 

13.0 

9.2 

4.6 

23 

FREEPORT-McMORAN 

264.9 

26 

995.9 

29 

82.3 

NM 

92.4 

NM 

31.1 

NM 

NM 

21 

FREEPORT-McMORAN  COPPER  &  GOLD 

534.2 

52 

1834.3 

51 

67.9 

23 

253.6 

95 

12.7 

15.7 

47.4 

32 

PHELPS  DODGE 

1051.0 

5 

4185.4 

27 

190.0 

199 

746.6 

176 

18.1 

6.4 

27.9 

6  1 

17  NOf  BANK  FINANCIAL 

INDUSTRY  COMPOSITE 

91608.5 

18 

341220.2 

17 

7256.7 

50 

26388.8 

40 

7.9 

6.2 

14.3 

13 

(A)  FINANCIAL  SERVICES 

GROUP  COMPOSITE 

37979.6 

17 

137484.3 

17 

3281.8 

45 

12222.4 

21 

8.6 

7.0 

17.9 

15 

ALEX.  BROWN 

246.7** 

60 

809.4 

34 

33.2 

65 

95.6 

35 

13.5 

13.1 

20.9 

8 

AMERICAN  EXPRESS 

4049.0** 

7 

15841.0 

11 

385.0 

15 

1564.0 

13 

9.5 

8.8 

21.4 

15 

AT&T  CAPITAL 

436.4 

16 

1577.0 

14 

42.1 

4 

127.6 

27 

9.6 

10.8 

11.4 

16 

BEAR  STEARNS  (6) 

1190.1 

44 

4382.9 

33 

105.2 

219 

371.2 

72 

8.8 

4.0 

17.6 

9 

BLOCK  (H&R)  (8) 

220.0 

32 

1446.1 

12 

-8.3 

NM 

108.4 

-37 

NM 

NM 

19.1 

38 

DEAN  WITTER,  DISCOVER 

1432.2" 

14 

5675.9 

13 

178.1 

27 

856.4 

16 

12.4 

11.1 

18.1 

11 

EDWARDS  (A.G.)  (10) 

361.9 

25 

1341.4 

11 

43.0 

44 

153.8 

16 

11.9 

10.3 

14.8 

11 

EQ.UIFAX 

419.3 

5 

1623.0 

14 

44.4 

22 

147.7 

23 

10.6 

9.1 

38.8 

21 
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iORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

PER 

$  MIL. 

% 

$  MIL. 

% 

$  MIL. 

% 

SMIL. 

% 

% 

% 

12-31 

2-9 

SHARE 

ANNIE  MAE 

5877.0** 

17 

22246.2 

20 

408.9 

-25 

2155.6 

1 

7.0 

10.8 

19.7 

18 

1.96 

EDERAL  HOME  LOAN  MORTGAGE 

2573.0 

32 

9480.0 

37 

291.0 

15 

1091.0 

6 

11.3 

13.0 

20.0 

16 

5.69 

'INOVA  GROUP 

218.1 

34 

781.6 

53 

26.5 

13 

97.6 

31 

12.1 

14.3 

1 1.8 

15 

3.51 

"RAN KLI N  RESOURCES  (3) 

226.6** 

5 

856.8 

2 

74.0 

17 

279.6 

9 

32.6 

29.4 

24.1 

17 

3.38 

iREEN  TREE  FINANCIAL 

255.5 

66 

711.3 

43 

69.5 

49 

254.0 

40 

27.2 

30.1 

27.8 

17 

1.81 

IOUSEHOLD  INTERNATIONAL 

1244.6 

4 

5144.4 

12 

132.3 

19 

453.2 

23 

10.6 

9.3 

16.7 

15 

4.31 

EHMAN  BROTHERS  HOLDINGS  (1) 

883.0** 

25 

3071.0 

NA 

68.0 

48 

242.0 

NA 

7.7 

6.5 

6.8 

14 

1.76 

HARSH  &  McLENNAN 

958.3 

12 

3770.3 

10 

85.0 

18 

402.9 

5 

8.9 

8.4 

24.0 

17 

5.53 

AERRILL  LYNCH 

5293.0** 

18 

21513.0 

18 

303.0 

87 

1113.4 

10 

5.7 

3.6 

19.5 

11 

5.44 

'ORGAN  STANLEY  GROUP  (1) 

2704.0 

16 

NA 

NA 

187.0 

379 

NA 

NA 

6.9 

1.7 

NA 

NA 

NA 

'AINEWEBBER  GROUP 

1374.4** 

32 

5320.1 

34 

58.8 

NM 

80.8 

155 

4.3 

NM 

3.5 

40 

0.54 

ALLIE  MAE 

983.1 

10 

3916.6 

28 

102.9 

21 

366.3 

-11 

10.5 

9.5 

41.0 

15 

5.27 

ALOMON 

2375.0** 

55 

8933.0 

42 

168.0 

NM 

457.0 

NM 

7.1 

NM 

10.5 

11 

3.64 

CHWAB  (CHARLES) 

394.8** 

46 

1419.9 

33 

42.6 

26 

172.6 

28 

10.8 

12.5 

27.8 

25 

0.97 

RAVELERS  GROUP 

4263.7** 

-3 

17623.6 

-5 

441.7 

32 

1631.9 

24 

10.4 

7.6 

14.9 

13 

4.88 

3)  INSURANCE 


ROUP  COMPOSITE 

50289.0 

Id 

;7rti  9 
O  IKJO.d. 

i oQcn & 
i  <:y  OU.o 

7  A 

DO 

10  A 

1  0 

A  *3R 

ETNA  LIFE  &  CASUALTY 

3350.5** 

8 

12978.0 

6 

147.8 

21 

473.9 

16 

4.4 

3.9 

6.5 

17 

4.16 

FLAC 

1732.5 

6 

7 190.6 

18 

OJ.O 

Q 

O 

o4y .  l 

1 9 

A  Q 

A  7 
4.  / 

ICQ 

io.y 

1  o 

j.jO 

LLSTATE 

5850.0 

10 

8 

397.0 

143 

1903.5 

293 

6.8 

3. 1 

16.4 

1 1 

4.24 

MERICAN  BANKERS  INSURANCE  GROUP  367.6 

22 

1360.9 

15 

22.7 

10 

72.3 

28 

O.Z 

6.8 

1 5.0 

1 1 

0  A  Q 

fVtKIUMPI  uLPlLKHL 

ID/  /  .U 

48 

6495.0 

34 

18.0 

-49 

564.0 

10 

1.1 

3.1 

9.4 

14 

2.64 

ON 

894.9 

10 

3465.7 

14 

64.5 

_7 

303.7 

13 

7.2 

8.6 

10.8 

21 

2.57 

IGNA 

4806.0** 

2 

18955.0 

3 

282.0 

55 

21l!o 

-62 

5.9 

3.9 

33 

41 

236 

NA  FINANCIAL 

3986.8 

41 

14699.7 

34 

181.2 

89 

757.0 

NM 

4.5 

3.4 

12.3 

9 

12.14 

ONSECOt 

789.2 

49 

2855.3 

59 

54.7 

NM 

222.5 

44 

6.9 

0.4 

28.2 

7 

9.49 

1UITABLE 

1967.4** 

18 

7273.5 

13 

85.7 

2 

350'2 

8 

4.4 

5.0 

10.4 

14 

1.75 

RST  COLONY 

451.1 

32 

1658.4 

21 

42.4 

282 

151.4 

42 

9.4 

3.2 

11.7 

9 

3.00 

IEMONT  GENERAL 

233.2 

41 

923.8 

41 

18.7 

32 

68.0 

22 

8.0 

8.6 

15.0 

10 

2.61 

:NERAL  RE 

2069.8 

111 

7210.2 

88 

228.8 

14 

824.9 

24 

11.1 

20.3 

12.4 

15 

9.92 

T  HARTFORD  GROUP 

3173.0 

5 

12150.0 

9 

141.0 

-11 

559.0 

-12 

4.4 

5.2 

11.6 

11 

4.77 

FFERSON-PILOT 

543.7 

62 

1569.4 

24 

86.9 

35 

255.3 

11 

16.0 

19.2 

12.7 

15 

3.55 

NCOLN  NATIONAL 

1834.9** 

11 

6633.3 

7 

75.1 

-20 

482.2 

38 

4.1 

5.6 

10.7 

12 

4.63 

IEWS 

5495.2** 

63 

18677.4 

38 

745.0 

841 

1765.7 

559 

13.6 

2.3 

24.3 

6 

14.98 

110  CASUALTY 

365.3 

-1 

1462.5 

-3 

45.1 

337 

95.4 

4 

12.4 

2.8 

9.1 

15 

2.67 

.0  REPUBLIC  INTERNATIONAL 

459.6 

12 

1695.8 

1 

70.6 

64 

212.5 

41 

15.4 

10.5 

13.6 

10 

3.63 

lUL  REVERE 

430.7 

27 

1534.0 

14 

20.8 

44 

85.3 

-7 

4.8 

4.3 

6.1 

12 

1.90 

IOGRESSIVE 

782.9 

18 

3011.9 

25 

66.4 

-34 

250.5 

-9 

8.5 

15.2 

18.5 

15 

3.26 

IOVIDENT 

597.0** 

-16 

2565.2 

-8 

35.4 

17 

115.6 

-15 

5.9 

4.3 

7.0 

15 

2.27 

tOVIDIAN 

877.2 

16 

3388.4 

13 

102.7 

49 

345.3 

15 

11.7 

9.2 

12.5 

13 

3.60 

LIASTAR  FINANCIAL 

542.1 

32 

2090.4 

33 

43.8 

47 

169.1 

57 

8.1 

7.3 

13.3 

11 

4.36 

iFECO 

954.9** 

4 

3869.0 

4 

116.2 

21 

399.0 

27 

12.2 

10.4 

11.1 

12 

3.17 

.  PAUL 

1446.6 

23 

5409.6 

15 

155.2 

29 

521.2 

18 

10.7 

10.3 

14.7 

10 

5.99 

INAMERICA  (3) 

304.9** 

30 

1122.3 

25 

64.8 

44 

213.9 

25 

21.2 

19.2 

20.9 

16 

3.13 

3  HOLDINGS 

462.0** 

0 

1886.0 

5 

33.0 

50 

118.0 

127 

7.1 

4.8 

9.1 

15 

1.89 

ANSAMERICA 

1518.4 

10 

6101.1 

14 

109.4 

-4 

470.5 

10 

7.2 

8.2 

12.0 

12 

6.58 

IITRIN 

380.5 

13 

1447.4 

6 

37.8 

-16 

150.6 

1 

9.9 

13.4 

10.0 

13 

3.73 

IUM 

1044.1 

13 

4122.9 

14 

62.1 

15 

281.1 

82 

5.9 

5.8 

13.4 

15 

3.87 

IF&G 

900.0 

3 

3459.0 

5 

65.0 

2 

209.0 

-12 

7.2 

7.3 

12.1 

10 

1.63 

)  SAVINGS  &  LOAN 

IOUP  COMPOSITE 

3340.0 

8 

13681.2 

21 

271.8 

18 

1215.8 

325 

8.1 

7.4 

10.2 

11 

2.54 

MANSON  (H.  F.) 

954.6 

-1 

4397.5 

31 

60.7 

52 

450.9 

90 

6.4 

4.1 

13.0 

7 

3.39 

L  FED  BANCORP 

273.6 

11 

1071.5 

-3 

25.3 

95 

93.6 

NM 

9.2 

5.3 

11.3 

11 

1.36 

ENDALE  FEDERAL  BANK  (6) 

257.5 

-17 

1185.2 

4 

-10.7 

NM 

56.2 

NM 

NM 

3.5 

-0.1 

20 

0.85 

LDEN  WEST  FINANCIAL 

651.5 

29 

2470.0 

29 

66.7 

42 

234.5 

2 

10.2 

9.3 

10.7 

13 

4.00 

,  EAT  WESTERN  FINANCIAL 

941.4 

12 

3566.4 

19 

98.6 

11 

261.0 

4 

10.5 

10.6 

8.9 

14 

1.72 

:  INDARD  FEDERAL  BANCORPORATION 

261.5 

18 

990.7 

19 

31.2 

3 

119.5 

0 

11.9 

13.7 

13.0 

11 

3.70 

1  OFFICE  EQUIPMENT  &  COMPUTERS 

;  DUSTRY  COMPOSITE 

86099.5 

20 

295518.6 

20 

4234.8 

-6 

16085.9 

35 

4.9 

6.3 

15.9 

28 

1.95 

'    BUSINESS  MACHINES  &  SERVICES 

OUP  COMPOSITE 

5927.3 

14 

21559.6 

15 

178.8 

-20 

786.2 

-8 

3.0 

4.3 

14.1 

22 

1.49 

-  VIPUCOM  SYSTEMS 

419.5 

16 

1441.6 

15 

7.2 

34 

20.7 

41 

1.7 

1.5 

21.0 

15 

0.51 

3  .UXE 

501.1 

5 

1858.0 

6 

-1.1 

NM 

94.4 

-35 

NM 

8.5 

11.5 

26 

1.15 

BOLD 

243.5 

18 

863.4 

14 

21.5 

20 

76.2 

20 

8.8 

8.7 

15.5 

23 

2.50 

2  'HEAD  (9) 

216.4 

-15 

802.3 

-6 

-0.9 

NM 

-6.7 

NM 

NM 

1.5 

-4.7 

NM 

-0.39 

7  4  INDUSTRIES 

241.8 

5 

893.1 

6 

8.6 

-52 

41.1 

-24 

3.5 

7.8 

19.7 

16 

1.35 

ELLIGENT  ELECTRONICS  (11) 

944.2 

14 

3474.6 

11 

-13.5 

NM 

-19.0 

NM 

NM 

NM 

-10.4 

NM 

-0.59 

:roage  (2) 

764.2 

20 

2941.1 

32 

-5.7 

NM 

0.2 

-99 

NM 

0.6 

0.1 

NM 

0.02 

l  LER  (HERMAN)  (7) 

328.4 

18 

1180.6 

16 

5.0 

243 

11.9 

-62 

1.5 

0.5 

3.9 

69 

0.48 

NEY  BOWES 

977.1 

9 

3554.8 

9 

112.6 

19 

407.7 

17 

11.5 

10.5 

19.7 

18 

2.68 

'MOLDS  &  REYNOLDS  (3) 

233.4 

12 

935.6 

13 

21.4 

13 

81.1 

15 

9.2 

9.1 

24.4 

20 

1.91 

H  DATA  (11) 

843.3 

28 

2845.5 

29 

7.0 

-32 

18.1 

-52 

0.8 

1.6 

6.6 

31 

0.47 

LLACE  COMPUTER  SERVICES  (5) 

214.4 

35 

768.9 

28 

16.8 

44 

60.4 

26 

7.8 

7.4 

12.9 

21 

2.68 

2.71  « 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


4TH 
QUARTER 
1995 
$  MIL 


CHANGE  12 

FROM  MONTHS 

1994  1995 

%  $  MIL 


CHANGE  4TH 

FROM  QUARTER 

1994  1995 

%  $  MIL 


CHANGE  12 

FROM  MONTHS 
1994  1995 

%  $  MIL 


RETURN  ON 

COMMON  12 

CHANGE        4TH        4TH         EQUITY  PRICE-  MONTHS'! 

FROM       QUARTER  QUARTER    12  MONTHS  EARNINGS  EARNINGS] 

1994          1995       1994        ENDING  RATIO  PER 

%           %         %          12-31  2-9  SHARE 


(B)  COMPUTERS  &  PERIPHERALS 


GROUP  COMPOSITE 

63307.1 

18 

215071.1 

18 

2606.5 

-11 

10130.9  ■ 

61 

4.1 

5.4 

15.3 

20 

2.71 

AMDAHL 

416.2 

-17 

1516.4 

-7 

-38.4 

NM 

28.5 

-62 

NM 

8.2 

2.9 

34 

0  24 

APPLE  COMPUTER  (3) 

3148.0 

1 1 

1 1378.0 

19 

-69.0 

NM 

167.0 

-64 

NM 

6.6 

6.0 

21 

1  35 

AST  RESEARCH  (6) 

612.9 

-4 

2348.5 

2 

-128.6 

NM 

-263.2 

NM 

NM 

NM 

-64.5 

NM 

-6.45 

COMPAQ  COMPUTER 

4701.0 

45 

14755.0 

36 

82.0 

-66 

789.0 

-9 

1.7 

7.5 

17.8 

18 

2.88 

CONNER  PERIPHERALS 

776.7 

31 

2716.6 

15 

25.3 

-43 

55.5 

-49 

3.3 

7.5 

14.5 

NA 

1  03 

CRAY  RESEARCH 

236.3 

0 

676.2 

-27 

-25.6 

NM 

-226.4 

NM 

NM 

4.0 

-37.6 

NM 

-8  95 

DATA  GENERAL  (3) 

327.6 

16 

12047 

6 

4.7 

-81 

-66.2 

NM 

1.4 

8^6 

-237 

NM 

-179 

DELL  COMPUTER  (11) 

1415.7 

60 

4789.9 

50 

75.4 

82 

262.5 

146 

5.3 

4.7 

27.8 

12 

2.66 

DIGITAL  EQUIPMENT  6 

3951.4 

14 

14439.8 

5 

148.8 

688 

430.5 

NM 

3.8 

0.5 

11.0 

29 

2.62 

EMC 

519.1 

21 

1921.3 

39 

62.1 

-20 

326.8 

30 

12.0 

18.1 

32.4 

13 

1.36 

GATEWAY  2000 

1245.2 

51 

3676.3 

36 

58.8 

50 

173.0 

80 

4.7 

4.8 

31.1 

13 

2.19 

HEWLETT-PACKARD  (2) 

9048.0 

29 

31519.0 

26 

678.0 

42 

2433.0 

52 

7.5 

6.8 

20.6 

19 

4.63 

INTERNATIONAL  BUSINESS  MACHINES 

21920.0 

10 

71940.0 

12 

1711.0 

39 

4178.0 

38 

7.8 

6.2 

19.2 

16 

7.23 

MAXTOR  (9) 

356.7 

50 

1230.0 

38 

-24.6 

NM 

-81.8 

NM 

NM 

NM 

NM 

NA 

-1.55 

MICRON  ELECTRONICS  (4) 

438.6 

227 

1304.2 

177 

16.6 

43 

70.1 

70 

3.8 

8.6 

367 

17 

0.78 

QUANTUM  (9) 

1215.9 

30 

4174.0 

38 

-2.5 

NM 

55.5 

-43 

NM 

NM 

8.5 

17 

l.oa 

SEAGATE  TECHNOLOGY  (6) 

1563.0 

38 

5493.4 

38 

127.7 

61 

394.0 

59 

8.2 

7.0 

23.6 

11 

5.29 

SILICON  GRAPHICS  (6) 

671.7 

22 

2497.2 

38 

52.4 

-11 

231.4 

25 

7.8 

10.7 

16.2 

21 

1.3d 

STORAGE  TECHNOLOGY 

559.0 

-4 

1929.5 

3 

-138.3 

NM 

-142.3 

NM 

NM 

2.5 

-16.0 

NM 

-2.9l] 

SUN  MICROSYSTEMS  (6) 

1751.4 

19 

6389.8 

20 

126.0 

54 

446.5 

75 

7.2 

5.5 

25.1 

21 

2.23 

TANDEM  COMPUTERS  (3) 

512.4 

-4 

2262.8 

4 

2.0 

-94 

74.3 

-59 

0.4 

6.6 

6.7 

16 

0.63 

3COM  (7) 

563.5 

50 

1664.7 

45 

16.3 

77 

157.6 

NM 

2.9 

2.5 

21.1 

48 

1.0a 

UNISYS 

1838.7 

5 

6202.3 

4 

-667.0 

NM 

-627.3 

NM 

NM 

NM 

-71.4 

NM 

-4.31 

WESTERN  DIGITAL  (6) 

758.0 

37 

2430.5 

28 

36.4 

-14 

90.8 

-37 

4.8 

7.7 

19.7 

11 

1.83J 

XEROX 

4760.0** 

4 

16611.0 

10 

477.0 

53 

1174.0 

48 

10.0 

6.8 

21.6 

13 

10.2(1 

(C)  COMPUTER  SOFTWARE  &  SERVICES 


GROUP  COMPOSITE 

16865.1 

31 

58888.0 

29 

1449.5 

5 

5168.8 

8 

8.6 

10.7 

17.6 

45 

1.3C 

AMERICA  ONLINE  (6) 

249.1 

226 

707.9 

245 

10.6 

NM 

3.9 

NM 

4.3 

NM 

1.0 

NM 

0.0! 

AUTOMATIC  DATA  PROCESSING  (6) 

819.7** 

22 

3165.7 

20 

108.9 

15 

422.0 

18 

13.3 

14.1 

19.8 

29 

1.4' 

BAY  NETWORKS  (6) 

541.6 

65 

1727.9 

44 

58.8 

NM 

218.3 

116 

10.9 

NM 

26.7 

42 

1.1. 

CABLETRON  SYSTEMS  (10) 

275.5 

31 

999.5 

33 

55.9 

34 

202.5 

35 

20.3 

19.9 

26.7 

28 

2.8; 

CERIDIAN 

361.5 

20 

1333.0 

13 

-0.8 

NM 

97.5 

0 

NM 

7.7 

33.0 

38 

1.2 

CISCO  SYSTEMS  (5) 

710.2 

81 

2296.2 

66 

168.7 

71 

491.0 

40 

23.8 

25.1 

30.1 

52 

1.7 

COMDISCO  (3) 

530.0** 

1 

2246.0 

8 

27.0 

8 

106.0 

93 

5.1 

4.8 

14.3 

12 

1.7 

COMPUSA  (6) 

931.2 

22 

3135.5 

24 

17.4 

80 

39.8 

NM 

1.9 

1.3 

15.7 

18 

1.9J 

COMPUTER  ASSOCIATES  INTERNATIONAL  (9)  1004.4 

39 

3196.2 

30 

227.2 

30 

-108.6 

NM 

22.6 

24.2 

-8.9 

NM 

-0.4] 

COMPUTER  SCIENCES  (9) 

1110.4 

34 

4099.9 

33 

36.0 

35 

133.3 

28 

3.2 

3.2 

11.0 

33 

2.3 

ELECTRONIC  ARTS  (9) 

2397 

10 

521.5 

6 

29.3 

19 

45.7 

-16 

12.2 

11.2 

15.9 

29 

o.a 

ELECTRONIC  DATA  SYSTEMS 

3622.0 

24 

12422.1 

25 

269.5 

14 

938.9 

14 

7.4 

8.1 

19.7 

29 

1.9j 

FIRST  DATA 

1119.1 

27 

4081.2 

35 

-3897 

NM 

-84.2 

NM 

NM 

13.4 

-21.5 

NM 

-0  3] 

INFORMIX 

217.1 

45 

709.0 

51 

38.8 

63 

105.3 

59 

17.9 

15.9 

24.9 

42 

0.71 

INTERGRAPH 

301.3 

2 

1098.0 

5 

7.1 

NM 

-45.3 

NM 

2.4 

NM 

-9.3 

NM 

-0.9] 

LEXMARK  INTERNATIONAL  GROUP 

630.0 

21 

2158.0 

17 

1.0 

-96 

48.0 

7 

0.2 

5.0 

14.8 

35 

o.a 

MICROSOFT  (6) 

2195.0 

48 

7419.0 

41 

575.0 

54 

1838.0 

41 

26.2 

25.2 

32.0 

35 

2.a 

NOVELL  (2) 

480.5 

-1 

2041.2 

2 

59.0 

189 

338.3 

64 

12.3 

4.2 

17.5 

16 

0.9J 

ORACLE  (7) 

967.2 

44 

3479.1 

46 

136.9 

46 

477.1 

41 

14.2 

14.0 

32.6 

45 

1.0] 

SYBASE 

267.3 

5 

956.6 

16 

6.0 

-82 

-19.5 

NM 

2.2 

12.8 

-4.4 

NM 

-o.| 

WANG  LABORATORIES  (6) 

292.5 

35 

1094.7 

33 

6.9 

60 

-79.3 

NM 

2.4 

2.0 

-45.9 

NM 

-2.| 

19  PAPER  &  FOREST  PRODUCTS  1 

INDUSTRY  COMPOSITE 

25922.7 

11 

104059.9 

21 

785.8 

-31 

6252.8 

108 

3.0 

4,9 

17.7 

13 

3.1 

(A)  FOREST  PRODUCTS 

GROUP  COMPOSITE 

6599.4 

5 

27343.5 

14 

458.7 

22 

1975.3 

130 

7.0 

6.0 

22.0 

8 

5.1 

BOISE  CASCADE 

1242.0 

12 

5074.2 

23 

70.4 

172 

351.9 

NM 

5.7 

2.3 

25.0 

6 

5.1 

GEORGIA-PACIFIC 

3410.0 

2 

14292.0 

12 

197.0 

17 

1018.0 

212 

5.8 

5.1 

29.6 

6 

11.1 

LOUISIANA-PACIFIC 

670.3 

10 

2843.2 

-6 

26.8 

-68 

-51.7 

NM 

4.0 

11.3 

-3.1 

NM 

-O.I 

RAYONIER 

327.2 

L9 

1260.5 

18 

33.8 

90 

142.3 

103 

10.3 

6.5 

19.2 

8 

4.1 

WILLAMETTE  INDUSTRIES 

950.0 

16 

3873.6 

29 

130.7 

69 

514.8 

190 

13.8 

9.4 

29.7 

6 

9 

(B)  PAPER 

GROUP  COMPOSITE 

19323.3 

14 

76716.4 

23 

327.1 

-57 

4277.5 

99 

1.7 

4.5 

16.2 

15 

3. 

BOWATER 

543.9 

42 

2001.1 

47 

95.3 

354 

258.2 

NM 

17.5 

5.5 

26.8 

7 

5.1 

CHAMPION  INTERNATIONAL 

1740.9 

19 

6972.0 

31 

217.5 

113 

771.8 

NM 

12.5 

7.0 

21.7 

6 

8 

CHESAPEAKE 

296.7 

8 

1233.7 

25 

24.2 

48 

93.4 

148 

8.2 

5.9 

20.7 

7 

3  1 

CONSOLIDATED  PAPERS 

452.7 

57 

1579.1 

54 

73.1 

155 

229.2 

164 

16.1 

9.9 

20.8 

10 

5 : 

CROWN  VANTAGE 

277.8 

17 

1076.5 

23 

9.9 

262 

45.3 

NM 

3.6 

1.2 

107.8 

NA 

FORT  HOWARD 

415.3 

21 

1620.9 

27 

20.9 

NM 

33.5 

NM 

5.0 

NM 

NM 

37 

0 

INTERNATIONAL  PAPER 

5100.0 

24 

19800.0 

32 

263.0 

71 

1153.0 

167 

5.2 

3.8 

15.2 

9 

4 ; 

JAMES  RIVER  CORP.  OF  VIRGINIA 

1579.3 

-5 

6799.5 

26 

21.6 

NM 

126.4 

NM 

1.4 

NM 

4.5 

35 

0. 

KiMBERLY-CLARK 

MEAD 
POTLATCH 
WESTVAC0  (2) 
WEYERHAEUSER 


3442.9 
1144.0 
402.2 
871.6 
3056.0 


9 
-3 


14 
12 


13788.6 
5179.4 
1605.2 
3272.4 

11788.0 


15 
14 
9 
26 
13 


-841.7 
74.1 
29.4 
88.9 
251.0 


NM 
NM 

9 
73 
33 


33.2 
342.5 
108.5 
283.4 
799.0 


-96 
282 
122 
174 
36 


NM 

6.5 
7.3 
10.2 
8.2 


7.1 
NM 

6.9 
6.7 
6.9 


1.2 
15.9 
11.3 
13.6 
17.9 


NM 

9 
11 
10 
12 
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Every  day 

WE  HELP  PEOPLE 

in  your  position 

Retire 

a  Little  Earlier. 


Designing  a  401  (k)  plan  is  a  full-time  jot.  And 
you  already  Lave  one.  So  we've  learned  a  few 
tkings  tkat  can  kelp  make  your  jok  easier.  For 
example,  we  know  tkat  every  kusiness  kas  its 
own  unique  set  of  needs.  Wken  we  kelp  you 
create  a  401  (k)  plan,  we  work  kard  to  under- 
stand wkat  will  test  suit  your  company.  And 


PUTNAM 

INVESTMENTS 


TIME-HONORED 


BOSTON* LONDON-TOKYO 

TRADITION  IN 


even  if  a  plan  is  comptcated,  we  can  kelp  to 
save  you  time  and  design  a  solution  tkat  fits. 
Including  an  extensive  employee  education 
program.  So  witk  almost  sixty  years  of  experi- 
ence in  money  management,  we  can  ensure 
your  employees  receive  tke  rigkt  retirement 
plan.  And  tkat  you  get  a  few  tenekts,  as  weD. 
MONEY  MANAGEMENT 


CORPORATE  SCOREROARD 


COMPANY 


SALES 


4TH  CHANGE 

QUARTER  FROM 

1995  1994 

$  MIL  % 


PROFITS 


12  CHANGE         4TH  CHANGE          12  CHANGE 

MONTHS  FROM  QUARTER  FROM  MONTHS  FROM 

1995  1994         1995  1994         1995  1994 

$  MIL.  %           $  MIL           %  $  MIL.  % 


MARGINS 


RETURN  ON 

COMMON  12 

4TH        4TH         EQUITY  PRICE-  MONTHS' 

QUARTER  QUARTER    12  MONTHS  EARNINGS  EARNINGS 

1995       1994        ENDING  RATIO  PER 

%         %          12-31  2-9  SHARE 


20  PUBLISHING  &  BROADCASTING 


INDUSTRY  COMPOSITE 

15121.6 

6 

53636.0 

9 

621.5 

-41 

2352.5 

-23 

4.1 

7.4 

10.2 

49 

1.08 

(A)  BROADCASTING 

GROUP  COMPOSITE 

3269.9 

7 

11394.0 

14 

173.9 

33 

513.9 

25 

5.3 

4.3 

17.8 

58 

1.09 

CABLEVISION  SYSTEMS 

290.8 

18 

1078.1 

29 

-80.3 

NM 

-317.5 

NM 

NM 

NM 

NM 

NM 

-14.171 

CAPITAL  CITIES/ABC 

2056.5 

4 

6878.6 

8 

235.0 

-2 

728.6 

7 

11.4 

12.2 

15.4 

27 

4.73 

TURNER  BROADCASTING  SYSTEM 

922.6 

12 

3437.4 

22 

19.2 

-27 

102.7 

122 

2.1 

3.2 

63.4 

78 

0.36 

(B)  PUBLISHING 

GROUP  COMPOSITE 

11851.7 

6 

42242.0 

7 

447.6 

-51 

1838.6 

-30 

3.8 

8.2 

9.0 

46 

1.08 

DOW  JONES 

612.1 

8 

2283.8 

9 

60.0 

3 

189.6 

5 

9.8 

10.3 

12.2 

20 

1.96 

DUN  &  BRADSTREET 

1554.6 

10 

5415.1 

1 1 

-105.7 

NM 

320.8 

-49 

NM 

14.9 

22.9 

35 

1  89 

GANNETT 

1146.7 

9 

4006.7 

5 

155.5 

4 

477'3 

3 

13.6 

14^2 

23.6 

20 

3.41 

K  ill  COMMUNICATIONS 

284.8 

3 

1046.3 

8 

38.8 

82 

-75.5 

NM 

13.6 

7.7 

NM 

NM 

-0.91 

KNIGHT-RIDDER 

751.8 

5 

2751.8 

4 

31.0 

-42 

167.4 

-2 

4.1 

7.4 

15.4 

20 

3.34 

McGRAW-HILL 

749.6 

8 

2935.3 

6 

54.5 

9 

227.1 

12 

7.3 

7.2 

24.9 

20 

4.55 

MEREDITH  (6) 

217.2 

8 

894.4 

12 

16.1 

53 

45.8 

31 

7.4 

5.2 

18.4 

29 

1.64 

NEW  YORK  TIMES 

655.1 

8 

2409.4 

2 

33.0 

-19 

135.9 

-36 

5.0 

6.7 

8.8 

20 

1.40 

READER'S  DIGEST  ASSOCIATION  (6) 

918.6 

7 

3151.2 

7 

94.8 

-10 

240.3 

15 

10.3 

12.3 

39.1 

22 

2.191 

SCHOLASTIC  (7) 

294.6 

16 

838.6 

23 

31.1 

14 

43.8 

31 

10.6 

10.8 

15.9 

27 

2.7C| 

SCR1PPS  (E.  W.) 

281.1 

7 

1030.1 

7 

29.4 

272 

93.6 

1 

10.4 

3.0 

8.1 

37 

1.171 

TIME  WARNER 

2362.0 

3 

8067.0 

9 

33.0 

175 

-124.0 

NM 

1.4 

0.5 

-4.8 

NM 

-0.461 

TIMES  MIRROR 

966.7 

1 

3448.3 

3 

-141.6 

NM 

-339.0 

NM 

NM 

5.4 

-28.0 

NM 

-3. 7  J 

TRIBUNE 

593.8 

3 

2244.7 

6 

64.9 

-6 

245.5 

5 

10.9 

11.9 

17.9 

19 

3.5C 

WASHINGTON  POST 

463.0 

3 

1719.4 

7 

52.9 

1 

190.1 

12 

11.4 

11.6 

16.8 

17 

17.1! 

21  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

28371.0 

13 

105254.5 

16 

1077.0 

12 

4244.9 

21 

3.8 

3.9 

14.8 

20 

i  &; 

(A)  CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

4188.4 

12 

15194.2 

14 

102.9 

28 

375.6 

93 

2.5 

2.2 

14.6 

22 

1.9)1 

APOGEE  ENTERPRISES  (10) 

215.5 

16 

862. 1 

18 

5.2 

37 

16.7 

117 

2.4 

2.0 

12.6 

15 

BUTLER  MFG. 

218.3 

4 

826.5 

19 

6.0 

18 

23.4 

53 

-  2.7 

2.4 

24.4 

3  OB 

EG&G 

377.5 

1 1 

1419.6 

7 

18.9 

135 

54.3 

NM 

5.0 

2.4 

15.1 

22 

1  oi 

FLUOR  (2) 

2575.6 

8 

9301.4 

10 

66.0 

26 

231.8 

20 

2.6 

2.2 

17.0 

23 

2.71 

JACOBS  ENGINEERING  GROUP  (3) 

471.1 

14 

1781.8 

35 

9.6 

31 

34.5 

84 

2.0 

1.8 

14.4 

20 

ill 

STONE  &  WEBSTER 

330.4** 

61 

1002.8 

29 

-2.8 

NM 

14.9 

NM 

NM 

1.9 

3.9 

34 

(B)  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

9350.5 

11 

34670.0 

14 

365.9 

73 

1380.1 

38 

3.9 

2.6 

15.6 

19 

1.9 

AIRGAS  (9) 

208  5 

20 

791.3 

23 

9.8 

26 

38.0 

34 

4.7 

4.5 

18.3 

31 

AVNET  (6) 

1301.6 

25 

4797.5 

26 

46.7 

50 

171.5 

50 

3.6 

3.0 

12.0 

11 

BEARINGS  (6) 

271.9 

9 

1102.7 

12 

5.0 

50 

19.9 

39 

1.8 

1.3 

11.5 

16 

BOISE  CASCADE  OFFICE  PRODUCTS 

374.9 

45 

1316.0 

45 

14.8 

148 

43.2 

63 

3.9 

2.3 

13.3 

38 

BT  OFFICE  PRODUCTS  INTERNATIONAL 

309.9 

28 

1132.4 

43 

4.7 

NM 

11.2 

624 

1.5 

0.1 

4.3 

43 

CELLSTAR  (1) 

245.0 

38 

811.9 

57 

7.6 

43 

24.1 

48 

3.1 

3.0 

22.7 

18 

CRANE 

444.9 

1 

1782.3 

8 

20.9 

24 

76.3 

36 

4.7 

3.8 

20.4 

17 

ENRON 

2549.9 

-1 

9189.0 

2 

130.2 

20 

519.8 

15 

5.1 

4.2 

17.0 

19 

GETTY  PETROLEUM  (11) 

212.0 

9 

795.1 

9 

4.0 

34 

14.5 

94 

1.9 

1.5 

13.7 

12 

GRAINGER  (W.W.) 

806.6 

5 

3276.9 

8 

51.2 

NM 

186.7 

46 

6.3 

0.1 

16.4 

19 

HUGHES  SUPPLY  (11) 

279.0 

25 

1010.9 

25 

4.0 

39 

14.6 

49 

1.4 

1.3 

9.8 

13 

KAMAN 

241.5** 

13 

899.5 

10 

4.8 

NM 

19.6 

NM 

2.0 

NM 

10.3 

12 

MARSHALL  INDUSTRIES  (7) 

295.5 

21 

1113.8 

25 

13.6 

45 

48.1 

37 

4.6 

3.9 

15.7 

11 

PIONEER-STANDARD  ELECTRONICS  (9) 

263.9 

24 

965.0 

29 

4.1 

-33 

24.9 

7 

1.6 

2.9 

17.4 

13 

PREMIER  INDUSTRIAL  (7) 

216.9 

8 

849.3 

9 

29.0 

7 

112.7 

12 

13.4 

13.5 

24.1 

23 

UNITED  STATIONERS 

549.4 

NA 

1751.5 

NA 

4.8 

NA 

6.2 

NA 

0.9 

NA 

14.1 

69 

UNIVAR  (10) 

479.8 

2 

2007.5 

7 

0.0 

-97 

12.5 

NM 

0.0 

0.2 

6.7 

19 

WYLE  ELECTRONICS 

299.0 

33 

1077.5 

36 

10.6 

95 

36.2 

159 

3.5 

2.4 

19.5 

12 

(C)  POLLUTION  CONTROL 

GROUP  COMPOSITE 

3978.3 

5 

16165.0 

14 

193.0 

-35 

1032.6 

-5 

4.9 

7.8 

13.3 

19 

BROWNING-FERRIS  INDUSTRIES  (3) 

1430.8 

11 

5917.3 

26 

83.0 

-7 

378.0 

20 

5.8 

6.9 

13.8 

15 

WMX  TECHNOLOGIES 

2547.5 

2 

10247.6 

7 

110.0 

-46 

654.6 

-16 

4.3 

8.2 

13.2 

21 

(D)  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

2907.5 

33 

9835.4 

30 

102.9 

-12 

390.0 

6 

3.5 

5.4 

13.1 

19 

ADVO  (3)' 

256.5 

3 

1005.4 

9 

7.0 

-31 

27.7 

1 

2.7 

4.1 

21.3 

18 

BANTA 

305.1 

32 

1022.7 

26 

14.3 

16 

53.6 

13 

4.7 

5.4 

14.7 

16 

DONNELLEY  (R.  R.)  &  SONS 

1998.3 

37 

6511.8 

33 

95.4 

9 

298.8 

11 

4.8 

6.0 

14.1 

19 

WORLD  COLOR  PRESS 

347.6 

38 

1295.6 

33 

-13.9 

NM 

9.9 

-58 

NM 

3.0 

2.8 

71 

(E)  OTHER  SERVICES 

GROUP  COMPOSITE 

7946.3 

15 

29390.0 

16 

312.4 

23 

1066.7 

25 

3.9 

3.7 

16.5 

23 

ABM  INDUSTRIES  (2) 

253.1** 

9 

965.4 

9 

5.9 

21 

18.2 

20 

2.3 

2.1 

13.0 

15 

BQRG-WARNER  SECURITY 

466.3 

2 

1862.5 

4 

2.8 

211 

5.9 

-55 

0.6 

0.2 

12.2 

44 

CUC  INTERNATIONAL  (11) 

341.4** 

29 

1261.6 

26 

40.8 

35 

148.2 

35 

11.9 

11.5 

23.7 

48 

HANDLEMAN  (8) 

295.2 

-15 

1192.4 

7 

3.4 

-78 

8.5 

-73 

1.1 

4.5 

2.8 

24 

INACOM 

656.2 

23 

2200.3 

22 

4.4 

78 

11.7 

NM 

0.7 

0.5 

7.9 

14 
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Another  expert  tells  you 
where  to  put  your  money. 


"The  Lincoln  Town  Car  is  a  Best  Buy." 

Consumers  Digest 

Consumers  Digest  calls  a  Best  Buy  "a  product  that  offers 
outstanding  value  for  its  price."  We  call  it  Lincoln  Town  Car. 
The  editors  were  impressed  that  "this  big  Lincoln  retains  the  best 
of  what  has  always  been  good  about  large  American  sedans." 
The  experts  agree;  even  when  money  is  no  object,  value  is. 

Three  Ways  To  Lease 


$499/$l,999 

per  month  down 

24-Month  Red  Carpel  Lease 

First  Month's  Payment'  $499 

Down  Payment  (Net  of  RCL  Qsh)  ..$1 ,999 

Refundable  Security  Deposit  $500 

Cash  Due  At  Signing"  $2,998 

30,000-Mile  Lease 


or 


$589/$0 

per  month  down 

24-Month  Red  Carpet  Lease 

First  Month's  Payment'  $589 

Down  Payment  (No  of  RCL  Cash)  $0 

Refundable  Security  Deposit  $600 

Cash  Due  At  Signing"  $1,189 

30,000-Mile  Lease 


or 


$12,584 

One-Time  Lease 
Payment 

APP  Payment  (Net  of  RCL  Cash)'  ..$12,584 

Refundable  Security  Deposit  $525 

Cash  Due  At  Signing"  $13,109 

Cash  Outlay  Over  24  Months"  $12,584 

30,000-Mile  Lease 


I  LINCOLN 

What    A    Luxury    Car     Should  Be 


*  lincoln  Town  Car  Executive  Series  MSRP  $37,550  excluding  title,  laves  and  license  fee  Conventional  and  Advance  Payment  Program  lease  payments  based  on  average  capitalized  cost  of  91-03%  of  MSRP  for  it-monlh  closed-end 
d  Credit  Red  Carpet  leases  (RCL)  purchased  in  die  nation  through  I I/30M5  Some  payments  higher,  some  lower  See  dealer  (or  payment/terms  Lessee  may  have  option  lo  buy  vehicle  al  lease  end  at  price  negotiated  with  dealer  at 
ling  Lessee  responsible  lor  excess  wear  and  tear  and  mileage  over  30,000  at  $.1 1/mile.  Credit  approval/insurability  determined  by  Ford  Credit  For  special  lease  terms  and  $3,000  RCI.  cash,  take  new  retail  deliver.'  from  dealer  stuck 
V2/%  Momhh  payments  total  $11,976  with  $1,999  down  payment  or  $14,136  with  So  down  payment  Current  Lincoln  lessees  qualify  (or  an  additional  $500  lease  renewal  incentive  toward  a  %  Town  Car  RCL  pnor  lo 
dealer  (or  complete  details  "Excludes  tax.  title  and  license  fee. 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


4TH 
QUARTER 
1995 
$  MIL 


CHANGE  12 

FROM  MONTHS 

1994  1995 

%  $  MIL. 


CHANGE  4TH 

FROM  QUARTER 

1994  1995 

%  $  MIL 


CHANGE  12 

FROM  MONTHS 

1994  1995 

%  $  MIL. 


CHANGE 
FROM 
1994 

% 


MARGINS 

4TH  4TH 
QUARTER  QUARTER 
1995  1994 


RETURN  ON 

COMMON  12 

EQUITY  PRICE-  MONTHS' 

12  MONTHS  EARNINGS  EARNINGS' 

ENDING  RATIO  PER 

12-31  2-9  SHARE 


INTERIM  SERVICES 

223.4 

21 

780.9 

23 

5.5 

24 

17.5 

24 

2.5 

2.4 

8.9 

25 

1.50 

KELLY  SERVICES 

718.2 

14 

2689.8 

14 

20.2 

11 

69.5  ' 

14 

2.8 

2.9 

15.0 

16 

1.83 

MANPOWER 

1392.5 

11 

5484.2 

28 

36.6 

36 

128.0 

53 

2.6 

2.1 

39.6 

19 

1.65 

NORRELL  (2) 

227.6 

22 

812.6 

19 

4.6 

13 

16.8 

11 

2.0 

2.2 

25.5 

18 

1.44 

OLSTEN 

663.4** 

12 

2518.9 

9 

26.2 

21 

90.5 

27 

4.0 

3.6 

20.1 

23 

2.08  1 

PHH  (8) 

589.8 

16 

2211.8 

6 

19.6 

11 

75.4 

11 

3.3 

3.5 

13.1 

12 

4.36  ■ 

PITTSTON  BRINK'S  GROUP 

214.4 

19 

788.4 

20 

15.0 

15 

51.1 

23 

7.0 

7.2 

5.8 

18 

1.35  I 

SAFETY-KLEEN 

264.0 

6 

859.3 

9 

18.0 

8 

53.3 

6 

6.8 

6.7 

12.7 

16 

0.92  1 

SERVICE  CORP.  INTERNATIONAL 

546.9 

73 

1652.1 

48 

56.4 

62 

183.6 

40 

10.3 

11.0 

13.4 

25 

1.80  | 

SERVICEMASTER 

787.6 

7 

3202.5 

7 

45.2 

23 

172.0 

23 

5.7 

5.0 

23.0 

15 

2.171 

VOLT  INFORMATION  SCIENCES  (2) 

306.4** 

22 

907.4 

24 

7.9 

33 

16.4 

36 

2.6 

2.4 

16.6 

14 

1.70 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

62177.7 

6 

233032.4 

6 

837.5 

-84 

16074.3 

-17 

1.3 

8.7 

16.0 

27 

1.81; 

(A)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

31700.6 

9 

115301.3 

9 

-2029.2 

NM 

2269.8 

-67 

NM 

6.1 

5.4 

75 

0.65 

AIRTOUCH  COMMUNICATIONS  i 

420.8 

23 

1590.3 

29 

11.2 

261 

131.9 

34 

2.7 

0.9 

3.5 

NM 

0.27 

AT&T 

22131.0 

5 

79609.0 

6 

-2676.0 

NM 

139.0 

-97 

NM 

6.3 

0.7 

NM 

0  09 

DSC  COMMUNICATIONS 

373.9 

20 

1422.0 

42 

49.4 

-8 

192.7 

18 

13.2 

17.2 

18.8 

20 

1.63  1 

LCI  INTERNATIONAL 

203.6 

56 

672.9 

45 

16.2 

NM 

50.8 

647 

7.9 

NM 

21.2 

40 

0. 63 

MCI  COMMUNICATIONS 

4137.0 

22 

15265.0 

14 

284.0 

88 

548.0 

-31 

6.9 

4.4 

5.7 

36 

0  80 

SCIENTIFIC-ATLANTA  (6) 

261.1 

-3 

1140.1 

19 

6.6 

-57 

47.1 

-21 

2.5 

5.7 

10.1 

27 

0.62 

SPRINT 

3552.5 

10 

13556.0 

8 

222.1 

8 

960.6 

9 

6.3 

6.4 

20.6 

16 

2.73 

TELEPHONE  &  DATA  SYSTEMSt 

255.8 

25 

954.4 

31 

15.6 

-15 

104.0 

72 

6.1 

9.0 

6.1 

25 

1.74 

U.  S.  ROBOTICS  (3) 

364.8 

125 

1091.7 

97 

41.6 

251 

95.7 

149 

11.4 

7.3 

19.9 

47 

2.12 

(B)  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

30477.1 

3 

117731.0 

3 

2866.8 

-14 

13804.5 

9 

9.4 

11.3 

23.7 

19 

2.57 

ALLTEL 

773.9 

2 

3109.7 

6 

92.6 

111 

354.6 

31 

12.0 

5.8 

19.1 

19 

1.86 

AMERITECH 

3531.8 

11 

13427.8 

7 

412.7 

-4 

2007.6 

72 

11.7 

13.5 

28.6 

18 

3.6; 

BELL  ATLANTIC 

3154.2 

-10 

13429.5 

-3 

395.4 

26 

1861.8 

33 

12.5 

9.0 

28.1 

17 

4,2! 

BELLSOUTH 

4765.0 

8 

17886.2 

6 

-99.0 

NM 

1563.5 

-28 

NM 

12.7 

13.2 

28 

1.51 

CINCINNATI  BELL 

343.2 

6 

1336.1 

9 

-21.5 

NM 

-25.3 

NM 

NM 

6.5 

-4.9 

NM 

0.3! 

FRONTIER 

606.3 

41 

2143.7 

29 

58.5 

25 

144.8 

-23 

9.6 

10.9 

16.9 

37 

0  8< 

GTE 

5364.0 

4 

19957.0 

2 

719.0 

4 

2538.0 

4 

13.4 

13.4 

22.8 

19 

\l 

NYNEX 

3304.3 

-3 

13406.9 

1 

235.6 

19 

1069.5 

35 

7.1 

5.8 

17.9 

23 

PACIFIC  TELESIS  GROUP 

2282.0 

-3 

9042.0 

-2 

231.0 

-12 

1048.0 

-8 

10.1 

11.1 

47.9 

13 

2.4i  :ap 

SBC  COMMUNICATIONS 

3442.5 

6 

12669.7 

8 

517.8 

22 

1889.3 

15 

15.0 

13.1 

30.8 

19 

i  i 

SOUTHERN  NEW  ENGLAND  TELECOMMS 

470.9** 

8 

1838.5 

7 

40.7 

-2 

168.8 

-5 

8.6 

9.5 

16.6 

17 

US  WEST  COMMUNICATIONS  GROUP 

2439.0 

5 

9484.0 

3 

284.0 

-5 

1184.0 

3 

11.6 

12.9 

37.1 

15 

2  5 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

38190.2 

8 

148765.3 

8 

562.7 

39 

5346.9 

68 

1.5 

1.1 

12.5 

18 

2.6 

(A)  AIRLINES 

GROUP  COMPOSITE 

17764.0 

6 

72328.0 

6 

-61.5 

NM 

2028.1 

NM 

NM 

NM 

27.6 

13 

3.3 

ALASKA  AIR  GROUP 

341.1 

7 

1417.5 

8 

-0.7 

NM 

17.3 

-23 

NM 

NM 

8.1 

16 

1  2 

AMERICA  WEST  AIRLINES 

396.3 

16 

1550.6 

NA 

6.0 

-10 

54.8 

NA 

1.5 

1.9 

8.5 

15 

1.1 

AMR 

4188.0 

5 

16910.0 

5 

-269.0 

NM 

196.0 

-14 

NM 

NM 

5.1 

32 

2  & 

CONTINENTAL  AIRLINES 

1423.0 

1 

5825.0 

3 

43.0 

NM 

226.0 

NM 

3.0 

NM 

83.1 

7 

7.; 

DELTA  AIR  LINES  (6) 

2944.0 

1 

12250.0 

2 

70.0 

NM 

511.0 

NM 

2.4 

NM 

20.9 

9 

8  1 

NORTHWEST  AIRLINES 

2201.5 

9 

9084.9 

9 

3.6 

-90 

342.1 

16 

0.2 

1.8 

NM 

13 

?  ( 

SOUTHWEST  AIRLINES 

748.6 

20 

2872.8 

11 

43.4 

113 

182.6 

2 

5.8 

3.2 

13.2 

22 

i  ; 

UAL 

3667.0 

7 

14943.0 

7 

-18.0 

NM 

379.0 

392 

NM 

0.3 

NM 

7 

21  i 

USAIR  GROUP 

1854.5 

10 

7474.3 

7 

60.3 

NM 

119.3 

NM 

3.2 

NM 

NM 

29 

0  '. 

(B)  RAILROADS 

GROUP  COMPOSITE 

9726.6 

15 

35678.3 

10 

444.8 

-56 

2408.3 

-17 

4.6 

11.9 

10.0 

22 

2.i 

BURLINGTON  NORTHERN  SANTA  FE 

2092.0 

56 

6183.0 

24 

-160.0 

NM 

198.0 

-54 

NM 

10.6 

3.5 

51 

l.i 

CONRAIL 

951.0 

-4 

3686.0 

-1 

-30.0 

NM 

264.0 

-19 

NM 

15.1 

7.8 

23 

3. 

CSX 

2771.0 

9 

10504.0 

9 

276.0 

15 

618.0 

-5 

10.0 

9.4 

14.6 

16 

2/i 

NORFOLK  SOUTHERN 

1155.2** 

-1 

4668.0 

2 

176.9 

0 

712.7 

7 

15.3 

15.0 

14.8 

15 

5.1 

SOUTHERN  PACIFIC  RAIL 

783.4 

0 

3151.3 

0 

2.9 

-98 

-3.4 

NM 

0.4 

19.3 

-0.3 

NM 

-0  1 

UNION  PACIFIC 

1974.0 

19 

7486.0 

15 

179.0 

21 

619.0 

9 

9.1 

8.9 

11.2 

23 

3  I 

(C)  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

5417.0 

8 

20916.5 

11 

205.1 

12 

704.8 

13 

3.8 

3.6 

12.7 

14 

3. 

AIRBORNE  FREIGHT 

602.9 

14 

2239.4 

14 

12.0 

13 

23.8 

-39 

2.0 

2.0 

6.0 

23 

1.1 

FEDERAL  EXPRESS  (7) 

2547.0 

8 

9802.6 

10 

89.9 

4 

315.5 

22 

3.5 

3.7 

13.0 

14 

5. 

GATX 

319.3** 

3 

1233.4 

7 

18.7 

-26 

100.8 

10 

5.9 

8.1 

12.4 

11 

41 

RYDER  SYSTEM 

1345.4 

8 

5167.4 

10 

56.4 

49 

155.4 

1 

4.2 

3.1 

13.0 

14 

: ' 

TRINITY  INDUSTRIES  (9) 

602.3 

4 

2473.7 

16 

28.1 

24 

109.2 

39 

4.7 

3.9 

15.6 

13 

2-1 

(D)  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

5282.6 

3 

19842.4 

9 

-25.6 

NM 

205.7 

-50 

NM 

2.7 

4.4 

33 

0 

ALEXANDER  &  BALDWIN 

258.2** 

-25 

1020.5 

-11 

12.6 

-36 

32.4 

-49 

4.9 

5.7 

5.0 

32 

°1 

AMERICAN  PRESIDENT 

771.3** 

1 

2897.4 

4 

-15.9 

NM 

30.3 

-59 

NM 

2.9 

5.2 

23 

°I 

ARKANSAS  BEST 

415.4 

26 

1437.3 

31 

-26.5 

NM 

-32.8 

NM 

NM 

2.2 

-17.9 

NM 

-in 
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Bank  of  America 


Private  Debt  Financing 
For  A  Heavy  Equipment 
Credit  Company 

( We  Knew  Exactly  Where  To  Dig) 

The  unique  requirements  of  this  company  made  uncovering  sources 
f  capital  difficult  for  some  financial  institutions.  Our  knowledge  of  the 
institutional  market  enabled  us  to  design  a  customized  private  144A 
medium-term  note  program  that  was  well  received  in  the  market. 
We  use  creative  solutions  to  move  mountains. 


Our  client  had  the  benefit  of  a  team  of 
specialists  in  relationship  management, 
capital  raising  and  distribution. 


CORPORATE  SCOREBOARD 


COMPANY  SALES 


4TH  CHANGE  12  CHANGE 

QUARTER  FROM  MONTHS  FROM 

1995  1994  1995  1994 

SMIL.  %  SMIL  % 


CALIBER  SYSTEM 

801.2 

4 

2448.2 

3 

26.3 

-4 

92.4 

-6 

3.3 

3.6 

9.4 

18 

2.34 

CONSOLIDATED  FREIGHTWAYS 

1341.6 

5 

5281.1 

13 

-4.5 

NM 

57.4  ' 

-5 

NM 

1.5 

6.7 

24 

1.10 

HUNT  (J.  B.)  TRANSPORT  SERVICES 

358.5 

8 

1352.2 

12 

-6.8 

NM 

-2.2 

NM 

NM 

3.3 

-0.6 

NM 

-0.06 

LANDSTAR  SYSTEM 

302.1 

8 

1204.7 

22 

5.2 

-29 

25.0 

2 

1.7 

2.6 

20.3 

12 

1.95 

TNT  FREIGHTWAYS 

288.4 

6 

1144.5 

13 

6.7 

-36 

33.3 

0 

2.3 

3.8 

14.6 

13 

1.51 

YELLOW 

745.9 

-2 

3056.6 

7 

-22.7 

NM 

-30.1 

NM 

NM 

1.5 

-6.8 

NM 

-1.07 

24  UTILITIES  &  POWER  

INDUSTRY  COMPOSITE  53657.3         11    208676.0         4    3435.4        -2    20622.6       10       6.4       7.2        11.5       14  2.08 


(A)  ELECTRIC,  WATER  &  COGENERATION 


GROUP  COMPOSITE 

43340.3 

8 

174194.1 

3 

3447.8 

17 

19082.7 

12 

8.0 

7.4 

12.0 

13 

2.19 

ALLEGHENY  POWER  SYSTEM 

672.7 

12 

2647.8 

8 

64.9 

8 

254.9 

6 

9.7 

10.0 

11.4 

15 

2.00 

AMERICAN  ELECTRIC  POWER 

1425.0 

11 

5669.9 

3 

145.7 

24 

586.6 

6 

10.2 

9.2 

12.3 

15 

2.85 

ATLANTIC  ENERGY 

225.6 

1 1 

953.1 

4 

14.8 

NM 

96.9 

4 

6.6 

NM 

9.9 

13 

1  55 

BALTIMORE  GAS  &  ELECTRIC 

725.7 

19 

2934.8 

5 

52.9 

10 

338.0 

4 

7.3 

7.9 

10.6 

14 

2.02 

BOSTON  EDISON 

362.7 

3 

1628.5 

5 

-6.4 

NM 

112.3 

-10 

NM 

3.1 

9.5 

14 

2.08 

CAROLINA  POWER  &  LIGHT 

720.9 

13 

3006.6 

5 

66.7 

45 

372.6 

19 

9.3 

7.2 

14.1 

15 

2.48 

CENTERIOR  ENERGY 

581.4 

2 

2515.5 

4 

44.4 

-13 

281.5 

5 

7.6 

8.9 

11.3 

6 

1  49 

CENTRAL  &  SOUTH  WEST 

1064.0 

35 

3730.0 

3 

67.0 

-1 

421.0 

2 

6.3 

8.6 

12.6 

13 

2.10 

CENTRAL  MAINE  POWER 

232.2 

7 

916.0 

1 

9.8 

NM 

38.0 

NM 

4.2 

NM 

5.7 

18 

0.86 

CINERGY 

786.0 

13 

3031.4 

5 

83.4 

NM 

378.0 

67 

10.6 

NM 

13.7 

14 

2  22 

CIPSCO 

204.0 

2 

842.3 

0 

5.8 

-67 

75.9 

-13 

2.8 

8.7 

10.8 

19 

2.11 

CMS  ENERGY 

1069.0 

17 

3890.0 

8 

45.0 

18 

232.0 

14 

4.2 

4.2 

14.2 

14 

2.27 

COMMONWEALTH  ENERGY  SYSTEM 

247.2 

8 

927.4 

-5 

16.9 

53 

51.4 

5 

6.8 

4.8 

13.2 

10 

4.72 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

1528.4 

5 

6536.9 

3 

113.1 

-4 

723.9 

-1 

7.4 

8.1 

12.4 

12 

2.93 

DELMARVA  POWER  &  LIGHT 

241.2 

10 

995.1 

0 

19.9 

8 

117.5 

8 

8.3 

8.4 

11.7 

13 

1.7! 

DOMINION  RESOURCES 

1134.6 

13 

4651.7 

4 

52.0 

3 

471.4 

-9 

4.6 

5.0 

8.9 

18 

2.4J 

DPL 

337.5 

13 

1271.0 

6 

30.0 

7 

165.5 

4 

8.9 

9.3 

14.5 

16 

1.6; 

DOE 

280.4 

0 

1220.2 

0 

40.2 

2 

176.9 

9 

14.3 

14.1 

12.9 

14 

2.2C 

DTE  ENERGY 

867.0 

8 

3635.5 

3 

80.8 

-15 

433.8 

3 

9.3 

11.9 

11.8 

13 

2.8( 

DUKE  POWER 

1133.2 

10 

4676.7 

4 

90.5 

-3 

714.5 

12 

'  8.0 

9.0 

13.8 

16 

3.2! 

EDISON  INTERNATIONAL 

2030.0 

-1 

8382.9 

0 

150.1 

4 

786.0 

9 

7.4 

7.1 

11.6 

11 

1.6 

ENOVA 

468.8 

-7 

1870.7 

-2 

54.3 

-8 

233.3 

13 

11.6 

11.8 

15.0 

12 

1.9 

FLORIDA  PROGRESS 

746.9 

9 

3055.6 

10 

48.4 

0 

248.6 

12 

6.5 

7.1 

11.6 

14 

2.5( 

FPL  GROUP 

1361.4 

6 

5592.5 

3 

84.6 

-2 

592.8 

6 

6.2 

6.7 

12.6 

15 

3.1s 

PROFITS 


MARGINS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1995 

1994 

1995 

1994 

1995 

1994 

$  MIL. 

% 

$  MIL 

% 

% 

% 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
12-31 


12 

PRICE-  MONTHS' 
EARNINGS  EARNINGS 
RATIO  PER 
2-9  SHARE 


GENERAL  PUBLIC  UTILITIES 

931.0 

10 

3804.7 

4 

80.8 

27 

481.9 

151 

8.7 

7.5 

15.2 

9 

3 

HAWAIIAN  ELECTRIC  INDUSTRIES 

332.9 

4 

1295.9 

9 

17.3 

-24 

84.4 

5 

5.2 

7.1 

10.8 

15 

2 

HOUSTON  INDUSTRIES 

784.1 

2 

3680.3 

-2 

29.6 

105 

445.8 

-3 

3.8 

1.9 

9.9 

15 

1 

IES  INDUSTRIES 

216.7 

11 

851.0 

8 

14.0 

8 

65.1 

-4 

6.5 

6.7 

10.5 

13 

2 

ILLINOVA 

385.5 

5 

1641.4 

3 

8.8 

-71 

176.2 

0 

2.3 

8.2 

9.8 

15 

i 

KANSAS  CITY  POWER  &  LIGHT 

204.1 

6 

886.0 

2 

23.3 

17 

122.6 

17 

11.4 

10.4 

13.2 

14 

i 

LG&E  ENERGY 

535.7 

182 

1403.0 

69 

0.9 

-95 

89.1 

42 

0.2 

10.1 

10.4 

17 

2 

LONG  ISLAND  LIGHTING 

754.3 

15 

3075.1 

0 

60.4 

57 

303.3 

0 

8.0 

5.9 

10.2 

8 

2 

MIDAMERICAN  ENERGY 

393.8 

7 

1554.2 

3 

28.7 

30 

130.4 

-4 

7.3 

6.0 

9.9 

15 

1 

MONTANA  POWER 

268.2 

-7 

953.5 

-5 

-1.1 

NM 

56.9 

-50 

NM 

15.7 

5.2 

24 

0 

NEW  ENGLAND  ELECTRIC  SYSTEM 

580.7 

4 

2271.7 

1 

51.9 

30 

213.4 

3 

8.9 

7.2 

12.6 

13 

3 

NEW  YORK  STATE  ELECTRIC  &  GAS 

533.0 

4 

2009.5 

6 

53.0 

-11 

196.7 

5 

9.9 

11.6 

10.3 

10 

2 

NIAGARA  MOHAWK  POWER 

966.5 

-5 

3917.3 

-6 

27.9 

NM 

248.0 

40 

2.9 

NM 

8.2 

6 

1 

NIPSCO  INDUSTRIES 

469.0 

10 

1722.3 

3 

54.1 

6 

184.5 

6 

11.5 

12.0 

15.4 

14 

2 

NORTHEAST  UTILITIES 

978.9 

9 

3749.0 

3 

72.6 

-4 

321.8 

-2 

7.4 

8.4 

11.7 

10 

2 

NORTHERN  STATES  POWER 

652.8 

7 

2568.6 

3 

59.0 

21 

275.8 

13 

9.0 

8.0 

13.0 

13 

3 

OHIO  EDISON 

617.3 

9 

2465.8 

4 

79.1 

6 

324.4 

5 

12.8 

13.1 

12.3 

12 

2 

OKLAHOMA  GAS  &  ELECTRIC 

283.9 

1 

1302.0 

-4 

4.9 

-1 

125.3 

1 

1.7 

1.8 

13.1 

14 

3 

ORANGE  &  ROCKLAND  UTILITIES 

241.C 

-7 

1030.1 

1 

4.7 

40 

38.6 

4 

2.0 

1.3 

9.2 

14 

2 

PACIFIC  GAS  &  ELECTRIC 

2221.5 

-13 

9621.8 

-7 

227.1 

119 

1338.9 

33 

10.2 

4.1 

14.6 

9 

2 

PACIFICORP 

889.1 

0 

3400.9 

-3 

127.7 

1 

505.0 

8 

14.4 

14.2 

13.0 

13 

1 

PECO  ENERGY 

1043.8 

14 

4186.2 

4 

124.7 

-7 

629.5 

45 

11.9 

14.6 

13.0 

12 

2 

PINNACLE  WEST  CAPITAL 

371.7 

2 

1669.8 

-1 

23.0 

-44 

218.7 

-3 

6.2 

11.3 

10.5 

13 

2 

PORTLAND  GENERAL 

281.9 

6 

983.6 

3 

38.8 

43 

90.8 

-13 

13.8 

10.2 

9.3 

19 

1 

POTOMAC  ELECTRIC  POWER 

402.3 

13 

1876.1 

3 

9.3 

-33 

94.4 

-58 

2.3 

3.9 

4.1 

42 

0 

PP&L  RESOURCES 

732.9 

12 

2751.8 

1 

96.4 

NM 

350.4 

43 

13.2 

NM 

12.7 

13 

2 

PUBLIC  SERVICE  CO.  OF  COLORADO 

522.9 

-2 

2110.6 

3 

51.1 

1 

178.9 

5 

9.8 

9.5 

12.6 

14 

2 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

1670.0 

14 

6167.2 

4 

164.5 

15 

711.2 

-1 

9.9 

9.8 

12.2 

11 

2 

PUGET  SOUND  POWER  &  LIGHT 

330.8 

-2 

1179.3 

-1 

45.1 

10 

135.7 

13 

13.6 

12.1 

10.3 

13 

1 

ROCHESTER  GAS  &  ELECTRIC 

270.5 

11 

1016.3 

2 

-0.4 

NM 

71.9 

-3 

NM 

10.5 

8.5 

13 

1 

SCAI  A 

323.6 

2 

1353.0 

2 

34.9 

88 

174.0 

43 

10.8 

5.8 

10.9 

17 

1. 

SOUTHERN 

2308.0 

21 

9179.5 

:  l 

181.8 

-8 

1191.0 

11 

7.9 

10.3 

12.7 

15 

1. 

SOUTHWESTERN  PUBLIC  SERVICE  (4)  201  0 

TECO  ENERGY  334.4 

UNICOM  1581.5 

WASHINGTON  WATER  POWER  240.2 


26 


847.8 
1392.3 
6910.0 

755.0 


2 
3 
10 
13 


23.2 
40.9 
78.4 
32.6 


70 
-18 

22 


121.5 
189.7 
733.9 
87.1 


25 
21 
75 
13 


11.5 
12.2 
5.0 
13.6 


11.3 
7.4 
6.5 

14.0 


16.2 
16.0 
11.4 
11.2 


12  2i 
17  I, 
11  I 

13  l! 


120  BUSINESS  WEEK  /  MARCH  4,  1996 


.Turbo       HDD  FDD 


irt  with  a  120MHz  Pentium  processor,  then  add  PCI  bus  architecture  to  fully  maximize  its 
•formance.  Add  not  one,  but  two  lithium  ion  batteries  for  an  extraordinary  5  hours  of 
>M  productivity,  2MB  of  video  RAM,  1.2GB  hard  drive,  pre-loaded  Windows*  software, 
i  you've  got  the  TravelMate"  5200.  More  power  to  you.  Call  1-800-TI-TEXAS 
1  start  doing  extraordinary  things.  Internet:  http://www.ti.com  E-mail:  2ti@msg.ti.com 


Texas 
Instruments 


Mate  and  "Start  Doing  Extraordinary  Things"  are  trademarks  of  T< 


fa*  Instruments.  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  of  Intel  Corp.  Microsoft,  Windows  and 
the  Windows  logo  are  registered  trademarks  of  Microsoft  Corp.  ©  1996  TI. 


START 

DOING 

EXTRAORDINARY 

THINGS 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


4TH 

CHANGE 

12 

1  HANlit 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTH! 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

IRUM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINt 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

PER 

$  MIL 

% 

$  MIL. 

% 

$  MIL 

% 

$  MIL 

% 

% 

% 

12-31 

2-9 

SHARE 

WHEELABRATOR  TECHNOLOGIES 

352.4 

-9 

1451.7 

10 

18.9 

-60 

162.1 

-10 

5.4 

12.0 

10.5 

18 

0.88 

WISCONSIN  ENERGY 

467.9 

8 

1770.5 

2 

61.8 

-3 

235.2 

29 

13.2 

14.7 

12.5 

15 

2.13 

WPL  HOLDINGS 

219.2 

16 

807.2 

3 

23.3 

62 

74.9 

7 

10.6 

7.6 

11.9 

14 

2.33 

(B)  GAS,  OIL  &  TRANSMISSION 

GROUP  COMPOSITE 

10317.0 

24 

34481.9 

7 

-12.3 

NM 

1540.0 

-16 

NM 

6.6 

7.8 

22 

1.33 

ATLANTA  GAS  LIGHT  (3) 

328.8 

0 

1063.0 

-9 

30.2 

NM 

59.2 

53 

9.2 

0.5 

9.8 

19 

i.o; 

BROOKLYN  UNION  GAS  (3) 

398.1 

11 

1252.0 

-6 

44.7 

4 

93.7 

6 

11.2 

12.0 

10.8 

14 

i  9; 

COLUMBIA  GAS  SYSTEM 

711.2 

7 

2635.2 

-4 

-611.3 

NM 

-432.3 

NM 

NM 

11.0 

-26.2 

NM 

8  5; 

EASTERN  ENTERPRISES 

250.1 

13 

949.4 

3 

25.2 

137 

60.4 

55 

10.1 

4.8 

15.3 

12 

2  9! 

EL  PASO  NATURAL  GAS 

408.5 

79 

1038.0 

19 

22.9 

-2 

85.4 

-5 

5.6 

10.3 

12.2 

13 

2  4 

MCN 

540.7 

31 

1584.9 

3 

43.9 

96 

106.4 

33 

8.1 

5.4 

15.2 

17 

1  4 

NATIONAL  FUEL  GAS  (3) 

316.3 

13 

1012.5 

-9 

32.4 

6 

77.7 

-9 

10.2 

10.9 

9.7 

16 

2  01 

NICOR 

466.3 

18 

1480.1 

-8 

35.7 

3 

99.8 

-9 

7.7 

8.8 

14.9 

15 

1  9' 

NORAM  ENERGY 

968.1 

32 

2964.7 

4 

34.9 

46 

65.5 

28 

3.6 

3.2 

9.5 

18 

0.4 

ONEOK  (4) 

238.5 

44 

1022.1 

31 

8.4 

8 

43.4 

20 

3.5 

4.7 

11.0 

13 

1.6 

PACIFIC  ENTERPRISES 

598.0 

-17 

2343.0 

-12 

51.0 

-2 

197.0 

8 

8.5 

7.3 

13.9 

14 

2.1 

PANHANDLE  EASTERN 

1318.4 

13 

4967.5 

8 

78.4 

47 

303.6 

35 

5.9 

4.6 

14.0 

15 

2.0 

PEOPLES  ENERGY  (3) 

317.6 

3 

1043.9 

-14 

36.1 

44 

73.1 

21 

11.4 

8.2 

11.4 

16 

2.1 

SONAT 

579.3 

35 

1990.1 

15 

7.4 

-66 

192.9 

36 

1.3 

5.1 

12.8 

16 

2.2 

UGI  (3) 

423.7 

117 

1106.4 

48 

18.9 

62 

17.9 

-41 

4.5 

6.0 

4.0 

48 

0.4| 

USX  DELHI  GROUP 

228.8 

60 

654.1 

15 

1.6 

23 

4.0 

NM 

0.7 

0.9 

3.3 

27 

0  4' 

UTILICORP  UNITED 

863.9 

40 

2798.5 

17 

7.5 

-78 

79.8 

-15 

0.9 

5.4 

0.8 

17 

1.7J 

WASHINGTON  GAS  LIGHT  (3) 

274.3 

13 

860.2 

-3 

38.3 

38 

73.5 

27 

14.0 

11.4 

13.3 

13 

1.1 

WICOR 

249.4 

19 

860.6 

-1 

17.0 

41 

39.5 

19 

6.8 

5.7 

13.4 

14 

2.3 

WILLIAMS 

837.0 

75 

2855.7 

63 

64.4 

88 

299.4 

82 

7.7 

7.2 

9.6 

18 

2  ; 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


Abbott  Laboratories  12d 
ABM  Industries  21  e 
Advanced  Micro  3d 
ADV0  21d 

Aetna  Lite  &  Casualty  17b 
AFLAC  17b 
AGC0  15c 

Ahmanson  (H.F.)  17c 
Air  Products  &  Chemicals  4 
Airborne  Freighl  23c 
Airgas  21b 

AirTouch  Communications  22A 
AK  Steel  Holding  16b 
Alaska  Air  Group  23a 
Albemarle  4 
Alberto-Culver  6d 
Albertson's  10c 
Alco  Standard  5 
Alcoa  16a 
Alex  Brown  17a 
Alexander  &  Baldwin  23d 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allerg.an  12b 
Alhant  Techsystems  15a 
AlhedSignal  5 
Allstate  17b 
1  22b 
16a 

Amdahl  18b 
Amerada  Hess  11a 
America  Online  18c 
America  West  23a 
American  Bankers  Insurance  17b 
American  Brands  6e 
American  Electric  24a 
American  Express  17a 
American  Gei  eral  17b 
American  Gree'.ngs  14c 
American  Home  ?b 
American  Preside,  t  23d 
American  Standard  13a 
American  Stores  10c 
AmeriSource  Health  12a 
Ameritech  22b 
Ames  Dept  Stores  8 


Ametek  9a 

Bard  ICR  )  1 2d 

Cablevision  Systems  20a 

Colgate-Palmolive  6d 

Dayton  Hudson  8 

El  Paso  Natural  Gas  24b 

Amgen 12b 

Barnes  &  Noble  8 

Cabot  4 

Collins  &  Aikman  1  Sd 

Dean  Foods  10b 

Electronic  Arts  18c 

Amoco  11a 

Barnett  Banks  3c 

Cal  Fed  Bancorp  17c 

Coltec  Industries  15c 

Dean  Witter.  Discover  17a 

Electronic  Data  Systems  If 

AMP  9d 

Ran  .1  h .:.  i  n    1 2 d 

Caldor  8 

Columbia  Gas  24b 

Deere  15c 

EMC  18b 

AMR  23a 

Baxter  International  1 2d 

Caliber  System  23d 

Columbia/HCA  Healthcare  12c 

Delchamps  10c 

Emerson  Electric  9a 

Analog  Devices  9d 

Bay  Networks  18c 

Campbell  Soup  10b 

Comdisco  18c 

Dell  Computer  18b 

Engelhard  4 

Anheuser-Busch  6c 

Bear  Stearns  17a 

Canandaigua  Wine  6c 

Comerica  3b 

Delmarva  Power  &  Light  24a 

Enova  24a 

Anixter  International  5 

Bearings  21b 

Capital  Cities/ABC  20a 

Commeicial  Metals  16b 

Delta  Air  Lines  23a 

Enron  21b 

Aon  17b 

Beckman  Instruments  9c 

Cardinal  Health  12a 

Commonwealth  Energy  System  24a 

Deluxe  18a 

Equifax  17a 

Apogee  Enterprises  21a 

Becton.  Dickinson  1 2d 

Caremark  Intl  12c 

Compaq  Compuler  18b 

Detroit  Diesel  2b 

Equitable  17b 

Apple  Computei  18b 

Bell  Atlantic  22b 

Carlisle  15a 

CompuCom  Systems  18a 

Dexter  4 

Ethyl  4 

Applied  Materials  15c 

BellSouth  22b 

Carnival  14c 

CompUSA  18c 

Dial  5 

Exxon  11a 

Arcadian  4 
Archer  Daniels  10b 
Arco  Chemical  4 

Bemis  7b 

Bergen  Brunswig  12a 
Best  Buy  6b 

Carolina  Power  24a 
Carpenter  Tech  16b 
Carson  Pine  Scott  8 

Computer  Associates  18c 
Computer  Sciences  18c 
ConAgra  10b 

Diamond  Shamrock  11a 
Diebold  18a 

Digital  Equipment  18b 

Fabri-Centers  of  America  8 

Arkansas  Best  23d 

Best  Products  8 

Case  15c 

Cone  Mills  15d 

DillardS 

Family  Dollar  Stores  8 

Armco  16b 

Bethlehem  Steel  16b 

Casey's  General  Stores  10c 

Conner  Peripherals  18b 

DiMon  6e 

Fannie  Mae  17a 

Armstrong  World  6b 

Beverly  Enterprises  12c 

Caterpillar  15c 

Coniail  23b 

Disney  (Walt)  14c 

Fays  12a 

Arvm  Industries  2b 

BJ  Services  11b 

CellStar  21  h 

Conseco  17b 

Dole  Food  10b 

Federal  Express  23c 

Asarco  16c 

Black  &  Decker  15b 

Centenor  Energy  24a 

Consolidated  Edison  24a 

Dollar  General  8 

Federal  Home  Loan  17a 

Ashland  11a 

Block  (H&R)  17a 

Centex  13b 

Cons  Freightways  23d 

Dominion  Resouices  24a 

Federal  Paper  Board  7b 

AST  Research  18b 

Boatmen's  Bancshares  3b 

Central  &  South  West  24a 

Consolidated  Papers  19b 

Donnelley  (R  R  )  21d 

Federal  Signal  15a 

AT&T  22a 

Bob  Evans  Farms  14a 

Central  Maine  Powei  24a 

Consolidated  Stores  8 

Dovei  15c 

Federal-Mogul  2b 

AT&T  Capital  17a 

Boeing  1 

Cendian  18c 

Continental  Airlines  23a 

Dow  Chemical  4 

Federated  Dept.  Stores  8  j 

Atlanta  Gas  Light  24b 

Boise  Cascade  19a 

Champion  Intl  19b 

Cooper  Cameron  lib 

Dow  tones  20b 

Ferro  4 

Atlantic  Energy  24a 

Boise  Cascade  Office  Prods  21b 

Charming  Shoppes  8 

Cooper  Industries  9a 

DPL  24a 

FHP  International  12c 

Atlantic  Richfield  11a 

Borders  Group  8 

Chase  Manhattan  3a 

Cooper  Tire  &  Rubber  2c 

DQE  24a 

Fieldcrest  Cannon  15d 

Automatic  Data  18c 

Borg-Warner  Automotive  2b 

Chemical  Banking  3a 

Coors  (Adolph)  6c 

Dresser  Industries  15c 

Fifth  Third  Bancorp  3b 

Aul  b  m  8 

Borg-Warner  Security  21e 

Chesapeake  19b 

Corning  15a 

DSC  Communs  22a 

Fina  11a 

Avery  Dennison  15a 

Boston  Edison  24a 

Chevron  11a 

Corporate  Express  8 

DTE  Energy  24a 

Fingerhut  8 

Avnel  21b 

Bowater  19b 

Chrysler  2a 

CPC  International  10b 

Duke  Power  24a 

Finova  Group  17a 

Avon  Products  6d 

Bradlees  8 

Cigna  17b 

Cracker  Barrel  14a 

Dun  &  Bradstreet  20b 

First  Bank  System  3b 

AVX  9d 

Briggs  &  Stratton  15c 

Cincinnati  Bell  22b 

m  21b 

DuPont  4 

Tirst  Brands  15a 

Bunker  International  14a 

CINergy  24a 

Cray  Research  18b 

Duracell  International  15a 

First  Chicago  NBD  3b 

Bristol-Myers  Squibb  12b 
Brooklyn  Union  Gas  24b 
Brown  Group  6a 

Cipsco  24a 
Circle  K  10c 
Circuit  City  Stores  6b 

Crestar  Financial  3c 

First  Colony  17b 

First  Data  18c 

First  Interstate  Bancorp  3| 

Baker  (J.)  8 
Baker  Hughes  11b 

Crown  Cork  &  Seal  7a 

Crown  Vantage  19b 

Eagle  Food  Centers  10c 

Ball  7a 

Brown-Forman  6c 

Circus  Circus  14b 

CSX  23b 

Eastern  Enterprises  24b 

First  Maryland  Bancorp  3 

Bally  Enlertainment  14b 

Browning-Ferns  21 C 

Cirrus  Logic  3d 

CUC  International  21  e 

Eastman  Chemical  4 

First  of  America  Bank  3b 

Baltimore  G&E  24a 

Brunswick  14c 

Cisco  Systems  18c 

Cummins  Engine  2b 

Eastman  Kodak  14c 

First  Security  3d 

Banc  One  3b 

BT  Office  Products  21b 

Citicorp  3a 

Cyprus  Amax  Minerals  16c 

Eaton  2b 

First  Tennessee  Natl.  3c  I 

Bancorp  Hawaii  3d 

Burlington  Industries  15d 

Clayton  Homes  13b 

Cytec  Industries  4 

Echlin  2b 

First  Union  3c 

Bank  of  Boston  3a 

Burlington  Northern  Santa  Fe  23b 

Clorox  6d 

Eckerd  12a 

Firstar  3b 

Bank  ot  New  York  3a 

Burlington  Resources  11a 

CMS  Energy  24a 

Edison  Brothers  8 

Fleet  Financial  Group  3a 

BankAmerica  3d 

Butler  Mfg.  21a 

CNA  Financial  17b 

Dana  2b 

Edison  International  24a 

Fleetwood  Ents  14c 

Bankers  Trust  3a 

Coastal  11a 

Danaher  15b 

Edwards  (AG)  17a 

Florida  Progress  24a 

BanPonce  3c 

Coca-Cola  6c 

Darden  Restaurants  14a 

EG&G  21a 

Flowers  Industries  10b 

Banta  21d 

Cabletron  Systems  18c 

Coca-Cola  Enterprises  6c 

Data  General  18b 

Egghead  18a 

Fluor  21a 
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Global  Excellence: 
the  round-the-world- 
ticket  that's 
simply  miles  ahead. 
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ou've  ever  dreamed  of  traveling  around  the  world,  pull  out  your  maps  and  start  planning.  Because  you 
1  take  a  trip  around  the  globe  with  three  of  the  world's  premiere  airlines.  And  it's  as  simple  as  calling  one 
line.  With  one  ticket,  you  can  fly  to  the  far  corners  of  the  earth,  to  Africa,  Asia  and  Europe.  To  any  of 
400  cities'1"  in  more  than  90  countries  that  these  three  airlines  serve.  And  while  the  travel  possibilities 
out  of  this  world,  the  ticket  price  is  well  within  your  reach.  And  whether  you  re  flying  Delta,  Swissair 
Singapore,  you'll  enjoy  service  that's  the  finest  in  the  air.  That's  what  global  excellence  is  all  about.  To 
;in  your  journey,  contact  your  Travel  Agent  or  Delta  at  1-800-241-4141 .  The  world  is  at  your  call. 


A  Delta 

Air  Lines 


SinGAPORE 
AIRLirtES 


Global  Excellence 


Swissair*/ 


*  Based  on  cities  served  by  Delta  Air  Lines,  Delta  Connection®,  and  Deltas  Global  Excellence  Partners,  Swissair  and  Singapore  Airlines. 
Delta  Connection  Flights  operate  with  flight  numbers  3000-5999  and  7000-7999.  Some  restrictions  apply. 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO.  IL  60611 


Business  Opportunities 


CONSULTANTS/TRAINERS 

International  firm  expanding  in 
US  needs  independent 
consultants  and  trainers  to 
represent  our  company.  We 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential. 
Extensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Engle,  VP  Development 
Department  "WB36" 
100  Kachel  Blvd.,#150E 

Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


BUSINESSES  FOR  SALE 
BY  OWNERS 


Retail  -  Wholesale  -  Manufacturing 
Wide  Selection  Available 
All  Price  Ranges 
To  Buy  or  Sell 
FREEMAN  &  ASSOCIATES,  INC. 
615  Lindsay  Street,  Suite  340 
Chattnooga,  Tennessee  37403 


800-798-5189  •  FAX  423-267-2123 


$80  For  T\vo  Aspirin? 

Over  90%  "I  all  licispiial  .mi)  lu-oltli  insurance 
u>nip.im  bills  loiiLun  siilislanlial  mistakes  Recover 
overcharges  i<>r  patients  anil  make  half  as  your  fir 
Clients  arc  everywhere  Make  a  substuiii.il  doctor's 
Income  hi  the  perfect  home  luiM-d  business  affiliates 
being  established  nationwide  $10,0(10  investment 
required  (all  Miilical  Recover)  Service  Inc  for  lull 
irfirman'on  ihihii  — * k >  7089or  (702)  H7I-I2NI 


How  to 
properly  slice 
a  bagel. 

And  other  things  to  know 
before  opening  a  bagel  shop. 
Our  Total  Success  Program 
is  your  guarantee  for  a 

successful  bagel  business. 
Call  for  info  and  free  video: 

1  800-878-4070  Dept.  B 

Empire  E 

Bakery  Equipment  Inc 


CONSULTANTS  WANTED! 


For  the  explosive  growth  in  ISO  9000 
We  train  you  to  run  your  own  practice. 

Management  experience  required 
Executive  income,  Professional  career 
Stridrr  International 
1-800-891-6629 


Finders  Wanted  for 
Mergers  &  Acquisitions 

Substantial  finder's  fee  for  retired 
or  senior  executives  having  strong 
business  contacts  with  large  company 
owners  in  a  specific  industry  We  are 
a  highly  respected  23  year  old  merger 
&  acquisition  group  Send  resume 
and/or  business  expenence  to: 
L.  William  Teweles  &  Co. 
777  East  Wisconsin  Avenue 
Milwaukee,  WI  53202. 


$  FREE  INVENTION  PACKAGE  $ 


Manufacturers  will  turn  your  idea 
into  cash  at  no  cost  to  you.  Call  for 
your  free  information  package  and 
our  guarantee. 

Free  Call  24  hr 

1-800/944-3327 


Business  Opportunities 


Franchising 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

Francorp® 

Specialists  in  Franchise  Development 

1  -800-877-1103  BW 


Thirty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  two  fa  e 

cassettes  will  explain  how  you  can  start 
several  or  all  of  these  thirty  proven  busi- 
„ne  and  still  retain  the  security  of  your  present  position. 
It  you  purchase  our  software  and  business  program,  you  will  receive 
the  computer  and  printer  at  no  extra  cost.  If  you  already  owi  acom- 
puter  you  may  receive  a  discount.  Earn  potentially  up  to  M,UUU  or 
more  each  month.  Free  home  office  training.  Financing  available. 
To  receive  free  explanation  cassettes  <md  col...  literature,  cull  toll-free: 

1-800^343-8014,  ext.  2290 

Computer  Business  Services,  Inc..  CBS1  Plaza.  Suite  2290.  Sheridan.  IN  46069  | 


CUSTOM  STORAGE  SYSTEMS 

Closet  •  Garage  ■  Home  Office  •  Entertainment  Center 
No  I  rated  in  LISA  Large  exclusive  territories.  i£ 
Complete  training  &  on-going  support 

Call  David  Louy.  VP 
(31(1)  516  7000    FAX  (310)  538-2676  * 

iniiiiiiiimiHii 


EXCITING  NEW  BUSINESS 

Ground  floor  opportunity  with 
high  income  and  growth  potential. 
Full  training  and  support. 
For  details  call: 

USA  EMPLOYMENT 
1-800/801-5627 


Business  Opportunities 


CREATE  TIME,  HEALTH, 
&  FINANCIAL  FREEDOM 

'Proven  method  for  potenltal  RECURRING 
earnings  of  $5,000.00  to  $25,000.00 
per  month  within  12-24  months 

This  Superfood  -  Super  Blue  Green™  Algae 
increases  energy  &  improves 
health  organically 
Call  for  information 
1-800-643-4719 
(recorded  message) 
Independent  Distributor 


INCORPORATION 


•  FREE  Information 

•  All  50  States  and  Offshore 

•  Reliable  Service  and  Low  Prices 

Corporate  Creations® 
800-672-9110  •  305-672-0686 

http.//www.corpcTeations.com/cc/ 


TRADEMARK 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LLC's. 

for  as      S^C  Plus 
little  as  state  fees 


rnmTri  800-518-7407 

Wl  l'yV<Vr  FWJ02-652-6760 
http://www.corpco.com 


Catalogs/Marketing 


Get  Your  Products 
into  millions  of  mail 
order  catalogs! 
We're  a  commissioned  manufact 
rep  firm  specializing  in  selling  to 
growing  market.  Please  call: 
Direct  to  Catalog,  Inc. 
6600  Coffman  Farms  Roa< 
Keedysville,  MD  21756 
301/432-4410 


'  else 


Education/lnstructior 


ACCREDITED  B  S  .  M  S  ,  &  M 
Business  Administration,  Fmanc 
Accounting,  MIS,  Health  Care  A 
COLLEGE  Environmental  Science,  Psycho 


Earn 
Your 


Degree 

At 

Hiimi 


and  Criminal  PJJArfllfl 
Justice  UlnUWI 
Approved  by  j. 
ma|or  companies  i 
Free  catalog: 
t. 800-767 -CHAD 


MBA  by  Distance  Lear, 

Maior  British  university  oilers  accredited  M 
Bachelor's  or  GMAT  needed  Chosen  by  Eo 
Intelligence  Unit  as  one  of  world's  best  MBA  pn 

HERIOT-WATT  UNIVERSITY  I  (800)  MBA 
North  American  Distributor  I  »*  Ask  for  < 
C921  Stockton  St,  Suite  2,  El  Cerrito,  CA  91 
For  immediate  FaxBack  literature:  Iron 
lax  machine's  phone,  call  (510)  486-8I 


Approved  Self  Paced  Home  to 
Associate  Bachelors  Masters  D 

Emphasis  in:  Business  Admin,  Public 
Health  Care  Admin,  Human  Res< 
Finance,  Int'l  Business,  Tech  Mgm 
Paralegal.  Psychology.  Computer  S 
1-800/477-2254  (24  hrs) 
Southern  California  Unive 
for  Professional  Studie 
1840  E.  17  St-BW,  Santa  Ana,  CAH 


r 


INVEST  IN  YO 


Your  VALUE  is  What  You  Knol! 
Approved  BS\  and  Masters  in  Busi 
Engineering  Through  Distance  Lea 

Call  Now  For  FREE  Ta 
1-800/782-2422 


n 


cm 


16909  Parthenia  St..  North  Hills,  C 


FREE  VIDEi 


EXTERNAL  DEGRE- 
ES A/ESS  MS/MBA  PhD/J 
|  Credit  for  work./life  exp  •  AccJiti  j 
(800)  444-8569  (24  hrs 

LaSalle  Universe 

)  Mandeville,  LA  7O4740 

IV 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


Internet  Services 


Reserve  your 
company's  name 
on  the  Internet 
before  someone 
else  does.  $50. 


>rnet  Business  Solutions™ 
800-798-4598 


- 


_0  http://www.winternet. 
—  IpgS  ■  conV-webstudio 


npetitors,  customers,  and  even  your 
now  more  than  you  about  the  World 
■■■i  Web.  You  need  our  25-minute  video! 

Joiid  Wide  Web:  t 
ig  Down  to  Business     *39.  plus 

»  D0-205-2489  vtmJ^Lm 


-4   internet  Services 


EB  PAGES 

Host  ♦  Development 
Domain  Name  Service 
Only  $50  per  month/ 
IX  1-800-274-1214 


t  of  Sale/Display  Products 


21  Urs) 
ERST 


EWLETT-PACKARD 

Buy-Sell-Trade 

iserjet  ColorPro 
eskJet  Draft  Pro 

uggedWriter  Draft/Master 
iectrostatic  Plotters  DesignJet 
0  Workstations  and  Vectras  also  available. 

d  Dasher  &  Associates 

Second  Ave.,  S.  Birmingham,  AL  35222 
>ne:  205/591-4747  Fax:  205/591-1108 
38-4833  •  E-mail  sales@dasher.com 


Iwhy  it's  important  to  register,, 
lyour  business  name, 
jOn  the 


(800)641-6108 

Association  of  Internet  Usersj 


INTERNET 

•  Advertise  your  Company  /  Product  on 

The  Internet 

•  Home  Pages 

•  Web  Site  development  and  maintenance 

•  Small  business  package 

media 

408  -865-1619 
Email  :  Info  rg  xm  com 
URL  http  :  //  www,  xm  com 


Computer  Services 


IMAGERS, 

Digital  Output  &  Production  Center 
Overnight  Services 


\<A^at  you  need-- 


Digital  4-Color  Printing! 

•  Brochures, Product  Literature, 

•  Business  Cards  &  Newsletters... 


»  Print  1-1000... short  run! 

■  24-48  hour  service.  .  .rush  also 

■  Expert  Customer  Support  Team 


Output»Production'Design 


Corporate  Gifts 


Promote  Your  Business 
Use  Quality  Logo  Items 


Coffee  Mugs     $  .96 

Tee  Shirts  -  100%  Cotton  $  3.76  ea 

Polo  Shirts  -  Embroidered  13.50  ea 

Brushed  Cotton  Caps  3.15  ea 

Mouse  Pads  2.00  ea 

3M  Post-it  Note  Pads  .40  ea 

Travel  Mugs  1.94 

Golf  Balls  18.91  doz. 
Fast,  Dependable  Service  to  Companies  Worldwidf 

Call  CREATIVE  INFLUENCE! 
800  722-IDEA  (4332) 

Visit  our  Web  site  to  browse  ou'  catalogs. 
http://www.IogomaIlcomyci 


Business  Services 


CORPORATE  VIDEOS 


Promotional,  Sales  or  Training 
videos  produced  for  $7,500! 

•  Beta  SP  format 

•  Location  shooting 

•  Digital  editing. 
American  Media  Group 

1-800/569-7326 


ESTABLISHED  PATENT 
LITIGATOR 

Will  consider  representation  of 
owners  of  infringed  patents  on  a 
40%  contingent  fee  basis  where 
potential  recovery  is  substantial. 
Provide  number  of  infringed  patent  to: 

1-800-710-8320 


RESEARCH  REPORTS 


I  20,000  ACADEMIC  TOPICS  AVAILABLE!  » 

I      Send  $2  for  the  280  page  catalog . 

■  Custom-written  reports  also  available. 

RESEARCH  ASSISTANCE 
H322  Idaho  Ave..  #206BF 
I  Los  Angeles,  CA  90025 

■  TOLL  FREE  HOTLINE:  800-351-0222 

or  310-477  8226 


Business  Financing 


Now  any  small  business  can 
raise  SI  million  equity  capital  & 
go  public  under  new  SEC  Small 
Corporate  Offering  Registration 
(SCOR)  guidelines.  DataMerge's 
SCOR  Kit  can  help  you/your 
clients  find  investors  &  get  capi- 
talized in  30  days.  FREE  INFO 
FAXED  800-580-1188. 


Business  Services 


Business  & 
Computer  Checks 

Save  30-50% 
$70.95 

starting  at     A  J         +  S&H 

Buy  direct  from  the  manufacturer. 
Call  for  a  free  brochure 
and  fax  ordering  instructions. 

1-800-239-4087 


Executive  Development 


loeing    Chrysler    Citibank    Compaq    Cor  ning     Du  Pont 


Berkeley  Center  for 
Executive  Development 

Announces  the  1996  summer  session  of  the 

Berkeley  Advanced 
Management  Program 

July  7 -July  26,  1996 

A  general  management  program  specifically  designed  for 
executives  with  senior  management  potential  who  need  to: 

•  Deepen  their  understanding  of  the  organization  and 
its  increasingly  interdependent  functions; 

I   •  Prepare  for  broadened  responsibility  within  their 
i      organizations  or  their  functional  areas. 

Haas  School  of  Business 

University  of  California,  Berkeley 

[  For  a  brochure,  fax  a  copy  of  this  ad  with  a  copy  of  your  business  card  to: 

I  Dr.  Nanty  A.  Meyer,  Berkeley  Center  for  Executive  Development 

\  Haas  School  of  Business,  Berkeley,  CA  94720-1900 

I  Fax  (510)642-2388          Telephone  (510)642-4735 

I  BCED@Haas.Berkeley.edu  http://haas.berkeley.edu/Develop/ 


Honeywell    IBM  ,  Intel    ITT    MCI    Microsoft    Motorola  NCR 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


Menswear/Fashion 


men's  wide  shoes 


EEE-EEEEEE,  SIZES  5-13 
High  quality  •  150  styles  •  Free  catalog 


HITCHCOCK  SHOES,  INC. 

Dept.  55C  Hingham,  MA  02043 
1-800  992-WIDE 


Flags/Banners 


International  Marketing 


S  YOUR 
JAPANESE 
SUBSIDIARY  A 
BOTTOMLESS 
PIT? 


Have  you  made  losses  in  Japan  for 
the  last  few  years?  Does  your  staff 
tell  you  the  reason  is  Japan 
requires  long  term  investment? 
Are  you  unconvinced  and  do  you 
want  to  see  some  profits? 

You  may  need  a  turn-around 
operation.  If  you  believe  it  can  be 
done,  so  do  we. 

We  take  full  managerial 
responsibility  for  your  Japanese 
operation  and  make  it  profitable  as 
well  as  sound  for  the  future.  Please 
ask  for  our  case  study  on  troubled 
companies  in  Japan  or  see  our 
WWW  site  for  more  details. 

Fax  81-3-3449-5886  Tel  81-3-5421-2949 
E-Mail  enteis  @gol  com 
http  //www  japan-iim  com 


Japan  Interim  Management 


Health/Fashion 


Medical  Hair  Restoration 

Excellence  in       i  —  1 

Hair  Transplantation  ^  '^M^M 


Call  for  a  |  m 
FREE  Video  M 
1-800-444-0055 


Travel 

TRAVEL  l*E7WOftk^ 

CAWC  ANY  FARE  ON  A  MAJOR  US  ARUNE.  I 
OHVC  YES  you  GET  MILEAGE  PLUSl 
BONUS  MILEAGE!  ENROLL  FREE.  , 


a  INTERNET  ACCESSS:1 
U  http://www.lravnel.com  I 
f\CC    Over  375  Locations  CALL:  i 
iyrr  1-800-853-PLANj 


Island's  10  Mile  Beach 

Free  24- Page  Resort  Guide  ftm M 

1-800-845-3911 

Please  mention  Ad  #378 
Near  Historic  Charleston,  SC 

Ravt-nel  Associates.  Kiawah  Island  SC  29455 


**  ** 


Investment  Services 

Mexican 
Commentaiy^|^ 

Comprehensive  weekly 
stock  market  news  and  analysis. 
$90/Yr  Free  TRIAL  ISSUE: 

P  O  Box  J0SS7.  Alexandria,  VA  22310 

E-mail:  Mexcom(3)aol.com 

Telecommunications  Products 


We've  solved  your 
inter-connecting  puzzle. 

Avoid  the  twists  and  turns  by 
choosing  the  ulitmate  in 
Enhanced  Fax/Voice  Solutions 

TRY  THIS  DEMO: 

Info!  via  fax:  708/924-3030 
Doc.  No.  889828 


Faxjacts\ 


800)  689-8898 


Copio.  International  ltd. 
Wheaton,  Illinois 
60187 


Ranches/Land  For  Sale 


Prestigious  Texas  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  &  Commercial  Cattle  Operation  v\M 
Outstanding  Horse  Facilities  Located  Outside  Houston  •  Renowned  IntematioH 
Reputation  •  Excellent  Highway  Frontage,  Amenities  and  Equipment  to  Opera 
Ranch  •  Nice  Homes,  Office  and  Infrastructure  •  For  further  information  cs3 
Tel:  713/840-8853  or  713/870-8488  or  Fax:  713/840-8854 

A.  L.  Salley  Realty 

SpcanltiinQ  tit  prestigious  Lirm  &  rnntl)  property 


Telecommunications  Services 


LONG  DISTANCE  BLOWOUT! 

Domestic  5.3c  -  13c 
Low  International  Rates! 
Carrier  Rates  Available! 
Debit  Cards  in  Bulk  volume! 

TBRC  1-800-739-0079 


WHOLESALE 

Long  Distance 


VERY  LOW  FLAT 
DOMESTIC  &  INT'L  RATES 

FOR  INFORMATION  CALL 

800-922-4305 


Industrial  Real  Estate! 


RENO, NEVADA 

Join  Gerber,  Caterpillar,  Lockhi 
Schering-Plough,  in  the  distributl 
manufacturing  center  of  major  \| 
coast  markets. 

Contact:  Mark  Glenn  of| 
Industrial  Properties  of  Nevi 
702-324-3100 


Cable  TV 


14937  industrial  Ad  Omaha.  NE  68144 

(Cable  TV  Converters 
&  Accessories 

|For  information  /  Catalog  /  Orders 

1-800-729-1776 


ADVERTISE  IN  THE 
BUSINESS  WEEK 
MARKETPLACE 
AND  REACH  OVER 
5.4  MILLION  RESPONSIVE 
READERS!! 

The  next  Marketplace  section 
closes  on  March  24th. 
For  rates  and  information 
contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenm 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 
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ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


Hunt  (J.B )  23d 

LSI  Logic  9d 

ntonoih  oournern  nu 

Puget  Sound  Power  24a 

Huntington  Baricshares  3b 

LTV  16b 

Norrell  21e 

Pulte  13b 

Lukens  16b 
Lyondell  4 

Nortek 13a 

Northeast  Utilities  24a 

1 1  IH 

Q  ■ 

IBM  18b 
IBP  10b 

IES  Industries  24a 

Northern  States  24a 
Northrop  Grumman  1 
Northwest  Airlines  23a 

Quaker  Oats  10b 
Quaker  State  11a 
Quality  Food  Centers  10c 

Magellan  Health  Services  12c 

Illinois  Tool  Works  15a 

MagneTek  9a 

Norwest  3b 

Quanex  16b 

lllinova  24a 

Mallmckrodt  Group  1 2d 

NovaCare  12c 

Quantum  18b 

IMC  Global  4 

Manor  Care  12c 

Novell  18c 

Quorum  Health  Group  12c 

InaCom  21  e 

Manpower  21 e 

Nynex  22b 

B  fH 

Informix  18c 
Ingersoll-Rand  15c 

Mapco  11a 

Mark  IV  Industries  15a 

R  m 

O  Mm 

Ralcorp  Holdings  10b 

ingies  iviaiKtij  i  uc 

Marriott  Intl.  14b 

Oakwood  Homes  13b 

Ralston  Purina  10b 

Inland  Steel  16b 

Marsh  &  McLennan  17a 

Occidental  Pet.  11a 

Raychem  9a 

Integra  Financial  3a 

Marshall  Industries  21b 

Office  Depot  8 

Rayoniei  19a 

Intel  9(1 

Mattel  14c 

OfficeMax  8 

Raytheon  9b 

Intelligent  Electronics  18a 

Maxtor  18b 

Ogden  5 

Read-Rite  9d 

Interco  6b 

Maxxam  16a 

Ohio  Casualty  17b 

Reader's  Digest  20b 

Intergraph  18c 

May  Department  Stores  8 

Ohio  Edison  24a 

Reebok  International  6a 

Interim  Services  21  e 

Maytag  6b 

Oklahoma  G&E  24a 

Regions  Financial  3c 

Interlake  15c 

MBNA  3a 

Old  Kent  Financial  3b 

RehaStar  Financial  17b 

International  Flavors  4 

McCormick  10b 

Old  Republic  Intl  17b 

Republic  New  York  3a 

Intl.  Multifoods  10a 

McDermott  Intl  15c 

Olin  4 

Revco  D.S.  12a 

International  Paper  19b 

McDonald's  14a 

Olsten  21e 

Reynolds  &  Reynolds  18a 

Interstate  Bakeries  10b 

McDonnell  Douglas  1 

Oneok  24b 

Reynolds  Metals  16a 

ITT  Hartford  Group  17b 

McGraw-Hill  20b 

Oracle  18c 

Rhone-Poulenc  Rorer  12b 

IT  T  Industries  2b 

MCI  Communications  22a 

Orange  &  Rockland  Uts  24a 

Rite  Aid  12a 

McKesson  12a 
MCN  24b 

OrNda  HealthCorp  12c 
Oryx  Energy  11a 
Outboard  Marine  14c 

Riverwood  Intl  7b 
RJR  Nabisco  6e 
Rochester  G&E  24a 

Jabrl  Circuit  9(1 

Mead  19b 

Jacobs  Engineering  21a 

Medtronic  1 2d 

Owens  &  Minor  1 2d 

Rock-Tenn  7b 

James  River  19b 

Mellon  Bank  3a 

Owens  Corning  13a 

Rockwell  International  5 

Jefferson  Smurfit  7b 

MEMC  Electronic  Materials  9d 

Owens-Illinois  7a 

Rohm  &  Haas  4 

Jefferson-Pilot  17b 

Mercantile  Bancorp.  3b 

Oxford  Health  Plans  12c 

Ross  Stores  8 

Johnson  &  Johnson  12(1 
Johnson  Controls  15a 
JP  Foodservice  10a 

Mercantile  Stores  8 
Merck  12b 

Rouge  Steel  16b 

Royal  Caribbean  Cruises  14c 

RPM  13a 

P  Mass 

Meredith  20b 

Paccar  2a 

Meridian  Bancorp  3a 
Merrill  Lynch  17a 
Meyer  (Fred)  8 

Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pacific  Telesis  Group  22b 

Rubbermaid  15a 

1  K  ■#£ 

Ruddick  10c 

K-lll  Communications  20b 

Russell  6a 

Kaiser  Aluminum  16a 

Michaels  Stores  8 

PacifiCare  Health  12c 

Ryder  System  23c 

Kaman  21b 

Micro  Warehouse  8 

PacifiCorp  24a 

Rykoff-Sexton  10a 

Kansas  City  Power  &  Light  24a 

MicroAge  18a 

PaineWebber  Group  17a 

Ryland  Group  13b 

Kash  n'  Karry  10c 
Kaufman  &  Broad  13b 
Kellogg  10b 

Micron  Electronics  18b 

Panhandle  Eastern  24b 
Parker  Hannifin  15a 
Paul  Revere  17b 

Micron  Technology  9d 
Microsoft  18c 

s  1 

Safeco  17b 

Kellwood  6a 

MidAmerican  Energy  24a 

Payless  Cashways  8 

Safety-Kleen  21 e 

Kelly  Services  21  e 

Miller  (Herman)  18a 

PECO  Energy  24a 

Safeway  10c 

Kennametal  15b 

Minnesota  Mining  15a 

Penn  Traffic  10c 

Salhe  Mae  17a 

Kerr-McGee  11a 

Mirage  Resorts  14b 

Penney  (J  C  )  8 

Salomon  17a 

KeyCorp  3b 

Mobil  11a 

Pennzoil  11a 

Sara  Lee  10b 

Kimball  Intl  6b 

ModmeMfg  2b 

Pentair  15c 

Savannah  Foods  10b 

Kimberly-Clark  19b 

Mohawk  Industries  15d 

Peoples  Energy  24b 

SBC  Communications  22b 

Kmart  8 

Molex  9d 

Pep  Boys  8 

Scana  24a 

Knight-Ridder  20b 

Monsanto  4 

PepsiCo  6c 

Schering-Plough  12b 

Kohl's  8 

Montana  Power  24a 

Perkin-Elmer  9c 

Schlumberger  lib 

Kroger  10c 

Morgan  (J.  P.)  3a 

Perrigo  12b 

Scholastic  20b 

Morgan  Stanley  17a 
Morton  International  4 

Petsmart  8 
Pfizer  12b 

Schulman  (A.)  4 
Schwab  (Charles)  17a 
SCI  Systems  9d 

1  l  I 

La-Z-Boy  Chair  6b 

Motorola  9b 

Phelps  Dodge  16c 

Lafarge  13a 

Murphy  Oil  11a 

PHH  21e 

Scientific  Atlanta  22a 

Lam  Research  15c 

Musicland  Stores  14c 

Philip  Morris  6e 

Scnpps  (E  W )  20b 

Lancaster  Colony  10b 

Phillips  Petroleum  11a 

Seagate  Technology  18b 

Lands'  End  8 
Landstar  System  23d 

1  N  ■ 

Phillips-Van  Heusen  6a 
Pilgrim's  Pride  10b 

Sears,  Roebuck  8 
Service  Corp  Intl  21  e 

Nabisco  Holdings  10b 

LCI  International  22a 

Nalco  Chemical  4 

Pinnacle  West  24a 

Service  Merchandise  8 

Lear  Seating  2b 

National  City  3b 

Pioneer-Standard  21b 

ServiceMaster  2 1  e 

Leggett  &  Piatt  6b 

National  Fuel  Gas  24b 

Pitney  Bowes  18a 

Shaw  Industries  15d 

Lehman  Brothers  Holdings  17a 

National  Semicond  9d 

Pittston  Brink's  Group  21e 

Sherwin-Williams  13a 

Lennar  13b 

National  Service  9a 

PNC  Bank  3a 

Shoney's  14a 

Levitz  Furniture  6b 

National  Steel  16b 

Polaris  Industries  15a 

ShopKo  Stores  8 

Lexmark  Intl.  Group  18c 

NationsBank  3c 

Polaroid  14c 

Silicon  Graphics  18b 

LG&E  Energy  24a 

Navistar  International  2a 

Portland  General  24a 

Smith  (A  O.)  2b 

Lilly  (Eli)  12b 

Neiman  Marcus  Group  8 

Potlatch  19b 

Smith  International  lib 

Limited  8 

New  England  Electric  24a 

Potomac  Electric  24a 

Smith's  Food  &  Drug  10c 

Lincoln  National  17b 

New  York  State  E&G  24a 

PPSL  Resources  24a 

Smithfield  Foods  10b 

Litton  Industries  9b 

New  York  Tunes  20b 

PPG  Industries  13a 

Snap-on  15b 

Living  Centers  of  America  12c 

Newell  15a 

Praxair  4 

Solectron  9d 

Lockheed  Martin  1 

NGC  11a 

Premark  Intl.  5 

Sonat  24b 

Loews  17b 

Niagara  Mohawk  24a 

Premier  Industrial  21b 

Sonoco  Products  7b 

Long  Island  Lighting  24a 

Nicor  24b 

Price/Costco  8 

Southern  24a 

Longs  Drug  Stores  12a 

Nike  6a 

Procter  &  Gamble  6d 

Southern  National  3c 

Longview  Fibre  7b 

Nine  West  Group  6a 

Progressive  17b 

Southern  New  Eng  Tel  22b 

Loral  9b 

Nipsco  Industries  24a 

Provident  17b 

Southern  Pacific  Rail  23b 

Louisiana  Land  11a 

NL  Industries  4 

Providian  17b 

Southland  10c 

Louisiana-Pacific  19a 

NorAm  Energy  24b 

PS  Co.  of  Colorado  24a 

SouthTrust  3c 

Lowes  8 

Nordstrom  8 

Public  Service  Ent.  24a 

Southwest  Airlines  23a 

Southwestern  PS  24a 
Sports  Authority  8 
Springs  Industries  15d 
Sprint  22a 

Standard  Commercial  6e 
Standard  Federal  Bancorp.  17c 
Standard  Products  2b 
Stanley  Works  15b 
Staples  8 

State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  8.  Webster  21a 
Stone  Container  7b 
Stop  &  Shop  10c 
Storage  Technology  18b 
Strawbndge  &  Clothier  8 
Stryker  12d 
St  Paul  17b 
Sun  11a 

Sun  Microsystems  18b 
Sun  TV  &  Appliances  6b 
SunAmerica  17b 
Sunbeam  6b 
SunTrust  Banks  3c 
Super  Food  Services  10a 
Supermarkets  Gen.  10c 
Supervalu  10a 
Sybase  18c 
Sysco  10a 


Talbots  8 

Tandem  Computers  18b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teledyne  5 

Telephone  &  Data  Sys.  22a 
Temple-Inland  7b 
Tenef  Healthcare  12c 
Tenneco  5 
Teradyne  9c 
Terra  Inds  4 
Tesoro  Petroleum  11a 
Texaco  11a 
Texas  Industries  13a 
Texas  Instruments  9d 
Textron  5 
Thiokol  1 

Thomas  &  Betts  9a 
Thorn  Apple  Valley  10b 
3Com  18b 
TIG  Holdings  17b 
Time  Warner  20b 
Times  Mirror  20b 
Timken  15c 
TJX  8 

TNT  Freightways  23d 
Tosco  11a 
Toys  'R'  Us  8 
Tracor  9b 
Transamenca  17b 
Travelers  Group  17a 

ImIj   20b 

Trinity  Industries  23c 
Trinova  15a 
TRW  5 

Turner  Broadcasting  20a 
Tyco  Intl  15c 
Tyco  Toys  14c 
Tyson  Foods  10b 


U  S  Bancorp  3d 
U.S.  Healthcare  12c 
U.S.  Home  13b 
U  S  Robotics  22a 
U.S.  Surgical  12d 
UAL  23a 

UCAR  International  9a 
UGI  24b 

UJB  Financial  3a 
Ultramar  11a 
Unicom  24a 
Umfi  15d 
Union  Bank  3d 
Union  Camp  7b 


Union  Carbide  4 

Union  Pacific  23b 

Union  Texas  11a 

Umroyal  Chemical  4 

Unisys  18b 

United  Stationers  21b 

United  Technologies  1 

United  Wisconsin  Services  12c 

Unitrin  17b 

Univar  21b 

Universal  6e 

Universal  Health  12c 

Unocal  11a 

UNUM  17b 

US  West  Communications  22b 

USAir  Group  23a 

USF&G  17b 

USG  13a 

UST6e 

USX-Delhi  24b 
USX-Marathon  11a 
USX-U.S.  Steel  16b 
UtiliCorp  United  24b 


Valero  Energy  11a 
Valhi  5 
Valspar  13a 
Value  City  8 
Varian  Associates  9b 
Varity  15c 

Vastar  Resources  11a 
Venture  Stores  8 
VF  6a 

Viking  Office  Products  8 
Vishay  Intertechnology  9d 
Volt  Info.  Sciences  21e 
Vulcan  Materials  13a 


Waban  8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  12a 
Wallace  Computer  18a 
Wang  Laboratories  18c 
Warner-Lambert  12b 
Washington  Gas  Light  24b 
Washington  Post  20b 
Washington  Water  Power  24a 
Webb  (Del)  13b 
Weirton  Steel  16b 
Weis  Markets  10c 
Wells  Fargo  3d 
Western  Atlas  11b 
Western  Digital  18b 
Westingbouse  Electric  9a 
WestPoint  Stevens  6a 
Westvaco19b 
Weyerhaeuser  19b 
Wheelabrator  Techs.  24a 
Whirlpool  6b 
Whitman  5 
WHX 16b 
Wicor  24b 

Willamette  Industries  19a 
Williams  24b 
Winn-Dixie  Stores  10c 
Wisconsin  Energy  24a 
Witco  4 

WLR  Foods  10b 
WMX  Technologies  21c 
Woolworth  8 
World  Color  Press  21 d 
Worthington  Inds  16b 
WPL  Holdings  24a 
Wngley  (Wm)Jr  10b 
Wyle  Electronics  21b 


Xerox  18b 
Yellow  23d 
York  Intl  13a 
Zale8 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


FRANCHISING:  A  RECIPE 
FOR  YOUR  SECOND  CAREER? 


Carol  Stearns,  a  Deco- 
rating Den  franchisee, 
says  she  couldn't  have 
done  it  alone.  In  the  11  years 
she  has  owned  her  decorating 
business  in  Fort  Walton 
Beach,  Fla.,  she  has  often 
turned  to  her  franchisor  for 
help.  This  was  especially  true 
when  Stearns,  a  U.S.  Air 
Force  Reserve  officer,  was 

called  to  ac-   

tive  duty  in 
1991  during 
Operation  Desert  Storm  and 
had  to  be  away  for  three 
months.  During  her  absence, 
the  franchisor  kept  in  con- 
stant touch  with  her  two  em- 
ployees to  offer  assistance. 
"In  addition  to  the  name 
recognition  you  have  with  a 
franchise,  you  have  so  many 
people  on  the  same  team  to 
help  you  when  you  really 
need  it,"  Stearns  says. 

That  access  to  a  support 
network,  along  with  a  ready- 
made  blueprint  for  building 
a  business,  is  what  has  at- 
tracted so  many  corporate 
downsizing  or  burnout  vic- 
tims to  franchising. 
From  1989  to  1994, 
the  estimated  number 
of 


FRANCHISING 


tor  at  Strategic  Advisory 
Group,  a  franchise  consultan- 
cy and  finance  firm  in  Sag 
Harbor,  N.  Y. 

Now  may  be  one  of  the 
better  times  to  embark  on 
such  a  venture.  New  oppor- 
tunities in  computer  software, 
environmentally  safe  products, 
and  even  bagel  making  have 
been  emerging.  What's  more, 

  years  of 

hard-fought 
battles  to 
ease  the  imbalance  of  power 
between  franchisors  and  li- 
censees have  had  some  effect. 
While  inequities  still  exist,  the 
pendulum  has  begun  to  swing 
somewhat  in  the  direction  of 
franchise  owners.  "Franchise 
agreements  have  become  less 
of  a  dictatorship,"  says 
Michael  Leven,  chief  execu- 
tive officer  of  us  Franchise 
Systems,  an  Atlanta-based 
lodging  company. 

Some  franchisors,  for  ex- 
ample, are  offering  more  at- 
tractive contracts,  with  stock 
options,  automatic  contract 
renewals,  and  empowerment 


through  franchisee  ad- 
visory boards.  Take 
Bruegger's,    a  fran- 
chisor of  200  bagel 
bakeries.  Its  licensees 
pay  a  $1,000  franchise 
fee  per  store  and  buy 
$35,000  of  preferred 
stock,  which  will  con- 
vert to  common  shares 
if  the  company  goes 
public  in  the  next  few 
years,  says  ceo  Steve 
Finn.  Franchisees  can 
prosper  through  the  suc- 
cess of  an  individual  store 
and  the  growth  of  the  par- 
ent company. 

LEARNING  TO  SHARE.  Other 
companies  are  beefing  up 
their  encroachment  policies 
so  that  franchisees  are  guar- 
anteed more  territorial  pro- 
tection. Choice  Hotels  Inter- 
national, which  owns  seven 
lodging  chains  including 
Comfort  Inns  and  Econo 
Lodge,  recently  strengthened 
its  competition  provision.  If  a 
hotel  is  in  an  area  that  has 
10,000  or  fewer  guest  rooms, 
the  property  gets  one  mile 


Choosing  a  Franchisor 


of  protection  from  the  si 
brand  for  every  30  roo 
up  to  a  five-mile  maxim 
If  the  area  contains  m  |  , 
than  10,000  roo 
there  is  one  mil* 


franchisee-owned     S^LECT  A  comP_any_  *ilh_  a_wen:acc_epted_tIadenla-r^L  .  75 


protection  for  c 


businesses  in  the  U.  S. 
increased  by  more 
than  one-third,  from 
404,2(59  to  540,342,  ac- 
cording to  the  Inter- 
national Franchise 
Assn.  At  any  one 
time,  there  are  3,000 
to  5,000  franchisors. 
Whereas  the  industry 
was  once  fueled  by 
entrepreneurs  in  their 
20s  and  30s,  "now 
we're  seeing  more 
white-collar  workers 
in  their  40s  and  50s 
taking  on  these  opera- 
tions," says  Michael 
Seid,  managing  direc- 


rooms,  to  a  1 
of  three  miles. 

As  a  way  to 
entice  licensees,  s 
franchisors  are 
ing   the  option 
share  one  space 
other  brands.  F 
chisees  can  leas 
buy  smaller  sites 
ing  them  lower  c 
head  costs.  Two  > 
ago,  Baskin-Rob 
started  opening 

ment.  Otherwise,  they  probably  won  t  be  binding.  to  600-square-foo 

WORK  with  an  experienced  franchise  attorney  and  a  financial  consultant 
who  understands  the  franchising  business. 


TALK  to  current  franchisees  and  those  who  have  recently  left  the  system. 
Franchisors  are  required  by  law  to  provide  such  names. 

ASK  FRANCHISORS  about  any  litigation  against  the  company  and  research  it 
further. 

EVALUATE  the  franchisor's  business  and  marketing  plans.  Make  sure  ad 
dollars  will  get  pumped  back  into  your  franchise  market. 

KEEP  A  RECORD  of  conversations,  including  date,  persons  talked  to,  prom- 
ises made.  Issues  to  consider:  How  close  by  can  the  franchisor  place  a 
competing  unit?  Are  franchisees  subject  to  mandatory  arbitration? 

INCLUDE  ANY  PROMISES  made  by  the  franchisor  in  the  final  written  agree- 


DATA  AMERICAN  ASSOCIATION  OF  FRANCHISEES  &  DEALERS, 
AMERICAN  FRANCHISEE  ASSN. 


eas  inside  conven 
stores  and  alonj 
other  well-known 
companies.  Tradi 
stand-alone  outlets 
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i  i  1,000  square  feet, 
ifj  ibranding  increases  con- 
<i  ;r  traffic  and  lowers 
vk  il  costs,  says  Bill 
I)  m,  Baskin-Robbins'  di- 
ll r  of  national  sales  and 
■m  hising. 

1$  e  type  of  industries  that 
ft  ace  franchising  also  have 
ne  more  varied.  One 
category,  health  care,  is 
ing  because  independent 
itors  of  medical-supply 
s,  home-health-care 
:ies,  and  other  related 
esses  often  can't  keep 
ith  the  rapid  changes  in 
;eld.  Vicki  Jones  seized 
pportunity  when  she 
led    Women's  Health 
que  Franchise  System 
93.  The  six-store  chain 
items  such  as  breast 
leses,  wigs,  and  turbans, 
11  as  books  on  a  host  of 
n's  health  issues, 
r  people  who  want  to 


I 


wer 
fto 
n-Rol 

>tin! 
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get  into  the  franchise  game, 
federal  and  state  disclosure 
requirements  have  eased  the 
path  of  entry.  In  1994,  the 
Federal  Trade  Commission 
adopted  changes  to  the  Uni- 
form Franchise  Offering  Cir- 
cular. They  mandate  that  this 
commonly  used  disclosure 
document  be  written  in 
plain  English  and  include 
more  complete  details 
about  past  litigation 
against  the  franchisor, 
supplier  rebates,  comput- 
er systems,  revenues, 
training  programs,  and 
advertising  funds. 
SAFETY  FIRST.  But  the 
laws  alone  won't  protect 
you.  Susan  Kezios,  pres- 
ident of  the  American 
Franchise  Assn.,  a 
Chicago-based  franchisee 
advocacy  group,  stress- 
es the  importance  of 
having  a  skilled  attorney 


scrutinize  the  franchise  con- 
tract before  you  sign  it.  "If 
you  don't  understand  an  in- 
dustry, you  don't  know  how 
[the  franchisor]  can  get  you," 
she  says.  For  example,  you 
would  want  reassurance  that 
once  you  open  your  business, 
the  franchisor  won't  place  a 
competing  unit  across  the 
street.  You  also  want  to 
make  sure  the  company 
will  pump  ad  dollars  into 
your  market. 

Fraudulent  franchisors 
with  unfair  rules  do  exist. 
"Practice  safe  franchis- 
ing," says  Robert  Purvin 
Jr.,    chairman    of  the 
American  Association  of 
Franchisees  &  Dealers. 
The  issue  of  earnings 
claims  remains  a  big 
problem.  You  should  try 
to  get  them  in  writing, 
but  don't  be  surprised 
if  you  can't.  Only  20% 
of  franchisors  provide 
this  information.   If  a 
company  doesn't  have  a 
Uniform  Franchise  Offering 
Circular,  end  all  discussions 
immediately.  Avoid  hastily 
closed  deals  and  high-pres- 
sure tactics. 

A  franchise  can  cost  from 
several  thousand  to  hundreds 
of  millions  of  dollars,  includ- 
ing the  expense  of  buying  or 
leasing  the  site.  Along  with 
the  right  to  use  a  brand 
name,  you  get  a  network  of 
services,  such  as  training, 
marketing,  advertising,  and 
volume  discounts.  The 
Women's  Health  Boutique 
company  charges  $99,300  to 
$176,500,  depending  on  the 
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location.  That  includes  a  one- 
time franchise  fee  of  $25,000 
to  $35,000. 

Financing  can  come  from 
a  variety  of  sources,  including 
banks,  the  Small  Business 
Administration,  and  the  fran- 
chisor. While  industry  experi- 
ence is  not  mandatory,  finan- 
cial institutions  prefer  to  lend 
money  to  people  with  a 
proven  track  record.  In  ad- 
dition to  the  purchase  cost, 
the  franchisee  pays  weekly 
or  monthly  royalties,  which 
range  from  3%  to  10%  of 
gross  sales,  as  well  as  adver- 
tising and  marketing  fees  of 
0.5%  to  2%.  There  may  also 
be  charges  for  contract  re- 
newals, grand  openings,  and 
site  selection.  The  average 
contract  runs  10  years. 
BEER  AND  MUFFLERS.  Buying 
a  brand  name  does  not  guar- 
antee automatic  success.  A 
study  released  in  December, 
1993,  by  the  Entrepreneur- 
ial Growth  &  Investment  In- 
stitute in  Washington  re- 
vealed that  35%  of  franchised 
businesses  less  than  four 
years  old  failed,  compared  to 
28%  of  independent  opera- 
tions. Travel  agencies  and  yo- 
gurt shops  are  currently  hav- 
ing a  hard  time  achieving 
success,  says  Purvin.  High- 
profit  businesses  include 
breweries,  bottling  distribu- 
tors, and  muffler  and  trans- 
mission centers. 

Of  course,  franchising  is 
not  for  everyone.  "You  lose 
some  autonomy.  The  name  on 
the  store  is  not  yours,"  says 
Kenneth  Franklin,  president 
of  Franchise  Developments 
Inc.,  a  consulting  firm. 
Indeed,  since  franchising 
requires  adherence  to 
certain  standards,  it's  a 
way  of  doing  business 
best  suited  to  team  play- 
ers. And  though  compa- 
nies today  are  more  open 
to  input  from  franchisees, 
the  main  source  of  new 
ideas  is  the  franchisor. 
Still,  for  people  making 
the  transition  from  the 
corporate  world  to  en- 
trepreneurship,  it  offers 
an  attractive  middle 
ground. 

Laura  Koss-Feder 
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SIFTING  THROUGH 
RETAIL'S  WRECKAGE 


In  a  stock  market 
that  has  been  defying 
gravity,  many  retail- 
ers can't  get  off  the 

ground.  So  a  number  of  com- 
panies are  taking  action  to 
shore  up  their  businesses 
and  get  their  share  prices 
back  on  track.  The  Limited  is 
buying  back  nearly  one-quar- 
ter of  its  shares,  Toys  'R'  Us 
is  restructuring,  and  Dayton 
Hudson  is  implementing  an 
aggressive  cost-reduction 
program  at  its  Mervyn's  dis- 
count-apparel chain. 

Retailing  experts  are  mixed 
as  to  whether  these  efforts 
will  work.  But  it's  tough  to 
imagine  that  this  sector  could 
do  much  worse.  For  1995,  to- 
tal return  for  the  Standard  & 
Poor's  500-stock  index  rose 
nearly  38%,  while  the  broad 
S&P  retail-stores  index  was  up 
just  12%.  For  January,  the  re- 
tail index  fell  almost  2%  while 
the  s&p  500  returned  more 
than  3%.  "Never  has  retailing 
done  so  poorly  in  an  expand- 
ing economy,"  says  Frank 
Cappiello  of  Cappiello-Rush- 
more  funds  in  Bethesda,  Md. 


In  the  past  few  years, 
massive  store  overbuilding 
fatally  crossed  paths  with 
record  consumer  debt  levels 
and  an  aging  population  that 
is  reining  in  spending.  As  a 
result,  a  shakeout  is  under 
way.  "Witness  the  conga  line 
at  the  bankruptcy  courts," 
says  retail  consultant  Alan 
Millstein.  Discounters  Brad- 
lees  and  Caldor  and  apparel 
retailers  Today's  Man  and 
Edison  Brothers  Stores  are 
but  a  few  to  file  recently  for 
Chapter  11.  Then  there  are 
the  store  closings.  In  the 
past  three  months,  retailers 
have  shuttered  about  3,500 
stores,  according  to  Walter 
Loeb  of  Loeb  Associates, 
a  retail  consulting  firm. 

The  good  news  is  that  all 


this  is  going  to  bright- 
en the  picture  for  the 
stronger  merchants. 
"Retailers  learned  a 
harsh  lesson  last  year," 
says  David'  Poneman, 
an  analyst  at  Sanford 
C.  Bernstein.  "They 
have  taken  a  more 
austere  look  at  ex- 
penses and  inventories, 
which  should  produce 
better  operating  re- 
sults this  year." 

Still,  retailing  is  only 
for  the  long-term  in- 
vestor. Don't  expect  sig- 
nificant changes  in  prof- 
itability for  six  to  nine 
months.  By  then,  Toys 
'R'  Us  hopes  to  see  a 
payoff.  With  its  decision 
to  shrink  inventory,  re- 
design stores,  and  intro- 
duce Babies  'R'  Us,  the  for- 
mer powerhouse  "is  doing 
more  than  ever  to  improve 
performance,"  says  Dorothy 
Lakner  of  Oppenheimer.  The 
stock  is  now  near  its  52-week 
low  of  20'A. 

Dayton  Hudson  has  the  al- 
batross of  underperforming 
Mervyn's  around  its  neck. 
But  Marian  Kessler,  co-man- 
ager of  Crabbe  Huson  Equi- 
ty Fund,  is  still  buying  be- 
cause she  likes  the  company's 
other  assets, 
and  she's  bet- 
ting management  will  get 
Mervyn's  in  gear  or  dump  it. 
Dayton  also  owns  the  well- 
performing  Target  discount 
chain  and  a  department-store 
division,  which  includes  the 
growing  Marshall  Field 
stores.  "The  earnings  poten- 
tial for  Target  alone  makes 
this  stock  cheap,"  says 
Kessler.  Dayton's  price-to- 
sales  ratio  is  0.26,  compared 
with  the  company's  historical 
average  of  0.35  and  0.46  for 


SMART  MONEY 


Store  Stocks  to  Check  Out 


COMPANY 

STOCK  PRICE 

2/16/96 

52-WEEK 
HIGH 

PRICE  TO 
EARNINGS 

DAYTON  HUDSON 

74% 

m 

14 

FEDERATED  DEPARTMENT  STORES 

27% 

30'A 

13 

KOHL'S 

WA 

61 

22 

SEARS  ROEBUCK 

42% 

46% 

14 

TOYS  R'  US 

23K 

30 

12 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


the  s&P  department-store 
dex.  The  stock  is  10  poi 
off  its  two-year  high  of  8fj 
Federated  Departm 
Stores  and  The  Limited 
both  companies  for  the  r: 
minded  investor.  The  ven 
is  still  out  on  whether  F| 
erated  can  successfully 
gest  its  acquisitions  of 
Broadway  and  R.  H 
department  stores.  But 
ue-seeking  fund  man 
Cappiello  thinks  the 
Broadway  stores  being 
verted  to  Bloomingdale': 
California  will  take  off  as 
state's  economy  expa 
The  stock  is  trading  a 
points  off  its  52-week 
of  30%  but  has  potentia 
gains,  says  Cappiello. 
LIMITED  GAINS.  Last  fall, 
Limited  sold  17%  of  its 
mate  Brands  division, 
includes  Victoria's  S 
stores  and  Bath  & 
Works,  to  the  public 
recently,  it  announce 
would  buy  $1.6  billion 
of  stock,  signaling  man| 
ment's  faith  in  better  tj 
to  come.  "I  think  The  L 
has  turned  the  corner, 
the  changes  are  taking 
says  Gregory  Weiss  o 
newsletter  Investment  Q\ 
ty  Trends. 

Investors 
are  lookin 
less  risk  might  conside 
well-capitalized  compa 
with  strong  management 
excellent  performance.  ' 
Roebuck  and  Kohl's,  the 
western  department-; 
chain,  are  two  retailers! 
have  caught  the  eyes  of 
ey  managers.  Sears  has 
a  strong  comeback  since 
It  closed  underperfo 
stores  and  renovated  t 
mainder,  adopted  brand-| 
merchandise,  and  start 
"Softer  Side  of  Sears" 
Although  Kohl's  sells 
heavy  premium  to  the 
ket  multiple  of  14,  it 
joying  strong  growth 
partment  stores  natio 
find  their  niche. 

Retailers  will  contin 
be  battered.  But  the  s\ 
companies  are  makin 
necessary  changes  to  si] 
and  prosper.     Toddi  C\ 
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HE  CARDINAL  RULES 
F  BIRD-FEEDING 


ck  Stahler,  a  mar- 
ting  executive  in 
burban  Chicago, 
1  watching  birds 

1  in  his  backyard  is  a 
Not  only  does  he  like  to 
srve  the  action  while  sip- 
r  his  morning  coffee  but 
sometimes  drives  home 
rt  his  office  during  lunch 
njoy  the  "colorful  menag- 
of  nature"  flitting  about 
"our  feeders, 
tahler  has  plenty  of  com- 
in   his  bird-feeding 
|.  The  U.S.  Fish  & 
Uife  Service  estimates 
41  million  Americans 
d  $2  billion  annually  on 
seed.  "It's  a  way  to  give 
rice  to  our  frantic  lives," 
Sue  Wells,  executive  di- 
«•  of  the  Na- 
.1  Bird-Feed- 
Society  (P.O.  Box  23B, 
hbrook,  111.  60065-0023). 
ARD  GRIST.  But  what 
feathered  friends  to 
;  a-flappin'?  First,  give 
i  the  food  they  like  to 
'Birds  have  taste  differ- 
s  the  same  as  people 


beaks  and  gullets  can't  ac- 
commodate big  chunks.  So 
break  the  food  into  small 
pieces. 

Because  birds  don't  have 
teeth,  give  them  some  grit, 
such  as  sand  or  ground  oyster 
shells,  which  they  can  use  to 
grind  food  in  their  gizzards. 
Also,  commercial  bird  feeders 
are  often  designed  to  accom- 
modate only  certain  types  of 


do,"  says  Wells,  whose  orga- 
nization gives  feeding  tips  in 
a  bimonthly  newsletter.  For 
example,   goldfinches  and 
pine  siskins  love  thistle  or 
Niger  seed,  where- 
as mourning  doves 
and  juncos  would 
rather  munch  on 
millet  and  milo.  To 
attract  the  widest 
variety  of  species, 
black-oil  sunflower 
seeds  are  best,  ac- 
cording to  prefer- 
ence tests  run  by  I 
Cornell  University's 
ornithology  lab  in 
Ithaca,  N.  Y. 

On  chilly  days,  TINY  TREAT:  A  hungry  hummingbird 
birds  also  flock  to 


LEISURE 


suet  packed  in  blocks  or 
peanut  butter  smeared  on  a 
pinecone.  The  fat  helps  them 
maintain  their 
108-degree  body 
temperature.  Year-round, 
dried  or  fresh  fruit  and  baked 
goods  (bagels,  hard  rolls,  piz- 
za crusts)  draw  winged  ones, 
as  does  crumbled  dry  dog 
food  moistened  with  water. 
Regardless  of  what  is  served, 
remember  that  little  bird 


K.S. 


Help  on  Feeding  the  Birds 


ORGANIZATIONS 


sells 
i  the 
.  iti 


ject  FeederWatch  A  nationwide  effort  spearheaded 
the  Cornell  University  ornithology  lab  in  which 
ticipants  report  on  the  bird  species  that  come  to 
ir  feeders.  Membership  is  $15  (800  843-BIRD). 


ii 


WEB  SITES 


)://www.i  i  i .  net/users/pdragon/birdseed.  htm  I  H  e  I  p- 

hints  regarding  seed  and  dealing  with  squirrels. 

)://compstat.  wharton.  upenn.edu:8001/~siler/ 
ling.html  Links  to  bird  species  references,  muse- 
exhibits,  and  book  reviews. 


BOOKS 


Birdfeeder  Book  by  Donald  and  Lillian  Stokes 
1.95,  Little  Brown) 

Complete  Guide  to  Bird  Feeding  by  John  Dennis 
5,  Knopf) 
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seed:  Take  care  to  put  in  the 
right  kind.  Otherwise,  birds 
will  peck  futilely  at  inaccessi- 
ble seeds  or  become  fright- 
ened by  seeds  rushing  too 
easily  out  of  the  chute. 

Location  of  food  is  as  im- 
portant as  presentation.  Craig 
Tufts,  chief  naturalist  at  the 
National  Wildlife  Federation, 
says  that  leaving  food  "right 
out  in  the  open" — far  from 
leafy  cover — is  no  good.  If 
the  birds  come  at  all,  they 
will  be  easy  prey  for  hawks 
and  cats.  Furthermore,  many 
species  like  to  take  their  food 
away  from  the  feeder  to  eat 
it,  particularly  if  they  need 
another  surface,  like  a  tree 
branch,  to  break  open  then- 
seed.  "It's  best  to  put  your 
feeders  within  5  to  10  feet  of 
a  bush,  shrub,  or  tree,"  Tufts 
says.  It  is  also  advisable  to 
set  up  more  than  one  feed- 
ing station  to  prevent  any 
beaked  bullies  from  monopo- 
lizing the  food.  Even  a  glut- 
tonous grackle  can't  be  on 
two  feeders  at  once. 

Backyard  planting  schemes 
can  attract  birds  as  well. 
Stephen  W.  Kress,  an  or- 
nithologist who  offers  in- 
struction on  creating  bird- 
friendly  environments  in  The 
Bird  Garden  (National  Audu- 


bon Society,  $24.95),  says  the 
key  is  to  install  plants  of 
varying  heights.  For  exam- 
ple, mockingbirds  often  sing 
in  the  treetops,  feed  off  in- 
sects on  bush  branches,  and 
nest  in  shrubs. 

Kress  also  recommends 
picking  "a  mix  of  plants  that 
will  provide  birds  with  food 
all  year."  Something  like  a 
mulberry  tree,  which  bears 
fruit  in  summer, 
American  cranberry 
bushes,  which  issue 
in  the  fall  and 
winter,  and  Wash- 
ington hawthorn, 
which  has  spring- 
time berries,  would 
do  the  trick. 
REWARDS.  Finally, 
like  every  living 
thing,  birds  need 
water.  They  love  the 
trickle  of  running 
water,  but  if  creat- 
ing  a  stream  in  your 
backyard  seems  a  bit  oner- 
ous, a  garden  hose  dripping 
into  a  shallow  metal  trash-can 
lid  will  work,  too.  Humming- 
birds, with  then-  penchant  for 
midair  bathing,  will  come  to  a 
hose  with  a  simple  mister  at- 
tachment woven  between  the 
branches  of  a  bush  or  the 
arms  of  a  deck  chair. 

"It's  the  greatest  hobby  in 
the  world,"  says  bird  enthu- 
siast Stahler.  "With  minimum 
investment,  you  get  infinite 
rewards."  That's  enough  to 
make  anybody  happy  as  a 
lark.  Kate  Murphy 


WORTH  NOTING 


■  ELDER  CARE.  Are  your 
folks  starting  to  slow 
down?  Aging  Parents 
and  Common  Sense,  a 
free  guide  from  the  Equi- 
table Foundation  and 
Children  of  Aging  Par- 
ents, offers  a  comprehen- 
sive look  at  such  topics  as 
housing  and  estate  plan- 
ning. It  includes  an  excel- 
lent 17-page  resource  di- 
rectory and  bibliography. 
Write  to  The  Equitable' 
Foundation  Inc.,  787  Sev- 
enth Ave.,  Box  B,  New 
York,  N.  Y.  10019. 
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Federal  Emergency 
Management  Agency 

http://  www.  tenia,  gov 

FedEx 

http://www.fedex.com 
Ford 

http://www.Iord.com/ 
Fujitsu 

http://www.fuiitsu.com 

GE  Information  Services 

http://www.ge.com/geis 

Global  Village 

http://www.globalvillage.com 

Haworth 

http://www.haworth-lurn.com 

Hewlett-Packard 

http://wwAv.hp.com 


IBM 

h  1 1  p :  /  /  www.  i  b  m .  c  o  m 
Intel 

http://www.intel.com/ 

Jack  Daniels  Tour 

http://www.infi.net/iack 
daniels/ 

Janus  Funds 

http://nerworth.galt. 
com/janus 

Kodak 

http://www.kodak.com/ 

Eli  Lilly  &  Company 

http://www.lilly.com 

Lotus 

http://www.lotus.com 
Maplnfo 

http://www.mapinfo.com 
MCI 

http://wvuv.mci.com 
Microsoft 

http://www.microsoft.com/ 
Motorola,  Wireless  Data 
Group 

http://www.mot.com/wdg/ 
NYU's  School  of 
Continuing  Education 

http:// www.  nyu.edu/ see/ 
Netcom  On-Line 
Communication  Services 

http://wwvv.netcom.com 


Network  Systems 
Corporation 

http://www.network.com 

Novell 

http://www.novell.com 
Ohio  Department  of 
Development 

http://wvuv.ohiobiz.com 

Okidata 

http://www.okidata.com 
PageNet 

http://wvuv.pagenet.com 
PeopleSoft 

http://www.peoplesoh.com 

Platinum  Technology 

http://www.platinum.com 

The  Principal  Financial 
Group 

http://wAuv.pnncipal.com 
PSINet 

http://wAVAv.psi.net/ 
Raytheon 

http://wvvAv.ravtheon.com 

Roberts  Express,  Inc. 

http://wAVAv.roberts.com 

Charles  Schwab 

http://www.schwab.com 

SAS  Institute 

http://wAVAV.sas.com/ 


Siemens 

http://wAVAv.siemens.com 

Silicon  Graphics 

http:// www.  sgi .  co  m 

Sprint 

http://wAuv.sprint.com 

Sun  Microsystems 

http://www.sun.com 

Tektronix 

http://wAVAv.tek.com/ 
Color_Printers/ 

Texas  Instruments 

http://wAuv.ti.com 

Toyota  Motors 

http://wAuv.toyota.com 

Unisys 

http://wAvAv.unisvs.com 

United  Airlines 

http://wAVAv.ual.com 

Unlimited 

Systems/KONEXX 

http://iuvAv.konexx.com 

UPS 

http://www.ups.com 

The  Vanguard  Group 

http://wAVAV.vanguard.com 

Zenith  Data  Systems 

http://wAuv.zds.com 
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+Sun 


Network  here  excels 
at  keeping  out  intruders. 
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Z3I  1 


Network,  http://www.sun.com 
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usiness  Week  Index 


ODUCTION  AND  LEADING  INDEXES 


hange  from  last  week:  -0.2°/ 
ge  from  last  year:  0.1% 


Change  from  last  week:  -0.2% 
Change  from  last  year:  2.4% 


PRODUCTION  INDEX 

Feb.  10=124.4 
1992=100 


LEADING  INDEX 

Feb.  10=257.8 
1967=100 


ib.  June 
35  1995 
es  are  4-week  moving  averages 


Oct. 
1995 


Feb. 
1996 


production  index  declined  in  the  week  ended  Feb.  10.  Before  calculation 
he  four-week  moving  average,  the  index  increased  to  124.5,  from  123.3, 
d  by  rising  output  of  cars,  trucks,  and  rail-freight  traffic. 

leading  index  fell  in  the  latest  week,  although  the  unaveraged  index  managed  to 
leze  out  a  small  gain,  rising  to  258.3,  from  25/. 6  in  the  previous  week.  Sharply 
er  stock  prices  and  a  gain  in  the  growth  rate  of  M2  led  the  latest  increase, 
■oduction  index  copyright  1996  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1996  by  CIBCR 
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NG  INDICATORS 


!  CK  PRICES  (2/16)  s&P  500 

LATEST 
WEEK 

655.37 

WEEK 
AGO 

650.03 

YEARLY 
%  CHG 

35.6 

PORATE  BOND  YIELD,  Aaa  (2/16) 

6.86%  6.87% 

-16.9 

I  USTRIAL  MATERIALS  PRICES  (2/16) 

109.9 

109.8 

-2.4 

1  INESS  FAILURES  (2/9) 

NA 

291 

NA 

1  L  ESTATE  LOANS  (2/7)  billions 

$506.5 

$506.5 

8.7 

1  IEY  SUPPLY.  M2  (2/5)  billions 

$3,652.8 

$3,643.2r 

1.7 

l!  IAL  CLAIMS.  UNEMPLOYMENT  (2/3)  thous 

366 

389 

14.7 

ces:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
s,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
ge  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ess  failures  and  real  estate  loans. 


EREST  RATES 


f  :RAL  FUNDS  (2/20) 

LATEST 
WEEK 

5.20% 

WEEK 
AGO 

4.93% 

YEAR 
AGO 

5.94% 

C  MERCIAL  PAPER  (2/2 1)  3  month 

5.16 

5.13 

6.12 

C  riFICATES  OF  DEPOSIT  (2/21)  3-month 

5.17 

5.13 

6.11 

F  D  MORTGAGE  (2/16)  30-year 

7.24 

7.29 

9.04 

A  ISTABLE  MORTGAGE  (2/16)  one  year 

5.40 

5.39 

6.80 

HIE  (2/21) 

8.25 

8.25 

9.00 

P  :es:   Federal  Reserve,  HSH  Associates,  Reuters 

Holdings  PLC 

PRODUCTION  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (2/17)  thous.  of  net  tons 

2,085 

1,971# 

3.3 

AUTOS  (2/17)  units 

120,955 

131,928r# 

-18.5 

TRUCKS  (2/17)  units 

123,218 

118,239r# 

3.8 

ELECTRIC  POWER  (2/1  7)  millions  of  kilowatt  hrs 

NA 

68,315# 

NA 

CRUDE-OIL  REFINING  (2/17)  thous  of  bbl ./day 

NA 

13,614# 

NA 

COAL  (2/10)  thous.  of  net  tons 

17,955# 

17,722 

-12.0 

PAPERBOARD  (2/10)  thous.  of  tons 

NA# 

NA 

NA 

PAPER  (2/10)  thous.  of  tons 

NA# 

NA 

NA 

LUMBER  (2/10)  millions  of  ft. 

404. 8# 

392.4 

-11.6 

RAIL  FREIGHT  (2/10)  billions  of  ton-miles 

22. 5# 

22.4 

-8.2 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute.  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA1,  SFPA2,  Association  of  American  Railroads 

PRICES 

GOLD  (2/21)  $/troy  oz. 

LATEST 
WEEK 

396.800 

WEEK 
AGO 

403  100 

YEARLY 
%  CHG 

4.9 

STEEL  SCRAP  (2/20)  #1  heavy,  $/ton 

144.50 

144.50 

1.4 

COPPER  (2/17)  tub. 

118.3 

121.1 

-15.1 

ALUMINUM  (2/17)  is/lb. 

76.0 

75.0 

-16.9 

COTTON  (2/17)  strict  low  middling  1-1/16  in.,  e/lb.  81.70 

82  nil 

-10.6 

OIL  (2/20)  $/bbl. 

21.05 

18.91 

11.6 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (2/21) 

LATEST 
WEEK 

105.08 

WEEK 
AGO 

106.81 

YEAR 
AGO 

96  98 

GERMAN  MARK  (2/21) 

1.45 

1.47 

1.47 

BRITISH  POUND  (2/21) 

1.54 

1.54 

1.59 

FRENCH  FRANC  (2/21) 

5.01 

5.06 

5.15 

ITALIAN  LIRA  (2/21) 

1575.5 

1580.5  1627.3 

CANADIAN  DOLLAR  (2/21) 

1.38 

1.38 

1.39 

MEXICAN  PESO  (2/21)' 

7.525 

7.505 

5.690 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
nent.  l=Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn.         3=Free  market  value       INA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


L  SALES 

ay,  Feb.  27,  8:30  a.m. est*  Retail 
Drobably  fell  0.2%  in  January,  accord- 
Hi  the  median  forecast  of  economists 
l|  ed  by  mms  International,  one  of  The 
fi  w- Hill  Companies.  Sales  edged  up  a 
tj  0.3%  in  December,  but  the  blizzard 
P  lany  shoppers  stuck  at  home  for  part 
V  uary.  In  particular,  vehicle  purchases 
II  <cluding  cars,  retail  sales  probably 
H  sed  0.1%  in  January,  after  rising 
Z  in  December. 

m  JCER  PRICE  INDEX 

9w,  Feb.  27,  8:30  a.m. est*  Producer 
"JH  of  finished  goods  likely  rose  0.4%  in 
jj  y,  after  rising  0.5%  in  December. 


CONSUMER  CONFIDENCE 

Tuesday,  Feb.  27,  10  a.m. est*  The  Con- 
ference Board's  index  of  consumer  confi- 
dence likely  rebounded  to  89  in  February, 
after  dropping  12  points  to  87  in  January. 

CONSUMER  PRICE  INDEX 

Wednesday,  Feb.  28,  8:30  a.m. est*  Con- 
sumer prices  increased  0.3%  in  January, 
after  edging  up  0.2%  in  December,  fore- 
casts the  mms  survey.  Excluding  food  and 
energy,  prices  likely  rose  0.2%  in  January, 
on  top  of  a  0.1%  gain  in  December. 

INTERNATIONAL  TRADE 

Wednesday,  Feb.  28,  8:30  a.m. est*  The 
trade  deficit  for  goods  and  services  likely 


widened  to  $8.2  billion  in  December.  The 
gap  narrowed  sharply  to  $7.1  billion  in 
November,  from  $8.2  billion  in  October. 

BUSINESS  INVENTORIES 

Wednesday,  Feb.  28,  10  a.m. est*  Inven- 
tories held  by  manufacturers,  wholesalers, 
and  retailers  probably  grew  0.1%  in 
December,  says  the  mms  survey,  the  same 
gain  as  in  November. 

NAPM  SURVEY 

Friday,  Mar.  1,  10  a.m. est  *  The  National 
Association  of  Purchasing  Management's 
industrial  index  likely  stood  at  45.5%  in 
February,  hardly  better  than  the  recession- 
ary 44.2%  reading  in  January. 
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MAKE 

IT 
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With  over  17,500  specialists  worldwide,  < 

I  IP  Service  and  Support  can  make  just  '. 

about  any  computer  environment  work  i 

better.  For  more  details,  visit  our  Web  site  < 

at  http://vwfYW,hp.conVgo/4service.  < 

HP  works  on  your  side. 
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HEWLETT 
PACKARD 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Aerospatiale  51 

Airbus  Industrie  78 

Alcatel  Alsthom  (ALA)  59 

Amdahl  (AMH)  39 

American  Greetings  (AGREA)  46 

American  Radio  42 

America  Online  (AMER)  71 

Amgen  (AMGN)  80 

Andersen  Consulting  59 

Anheuser-Busch  (BUD)  44, 68 

Apple  Computer  (AAPL)  72, 88, 96 

Aragon  Fondkommission  54 

Arbitron  8 

Armani  84 

Arvida  78 

Asea  54 

Astra  54 

AT&T  (T)  4,37,44,59,71,96 

Aviation  Systems  Research  78 

B 


Banque  Francaise  du 
Commerce  50 
Banque  Pallas-Stern  50 
Baskin-Robbins  128 
Bath  &  BodyWorks  130 
Bear  Steams  (BSC)  6 
Bernstein  (Sanford  C.)  130 
BIA  Consulting  42 
Big  Book  44 
Bloomingdale's  84, 130 
Boeing  (BA)  59,96 
Boss (Hugo)  84 
Bradlees  (BLE)  130 
Bristol-Myers  Squibb  (BMY)  40 
Brooke  Group  46 
Brooks  Brothers  84 
Brueggert  128 


Caldor(CLD)  130 
Campbell  Soup  (CPB)  6 
Canadean  68 
Cappiello-Rushmore  130 
CBS  (CBS)  47 
Chancellor  Broadcasting  42 
Chase  Manhattan  Bank  (CMB)  54 
China  Tire  Holdings  8 
Chinon  18 

Choice  Hotels  International  128 
Chrysler  (0  96 
Circuit  City  (CO  70 
Cirrus  Logic  (CRUS)  46 
Commercial  Data  Servers  83 
Compagme  de  Navigation  Mixte  50 
Compagme  de  Suez  50 
CompuServe  46, 71 
Computer  City  (TAN)  70 
Comstock  Partners  Strategy  Fund 

(CPFAX)  92 
Conference  Board  133 
Conseco  (CNC)  92 
Continental  Airlines  (CAI.A)  46, 78 
Cox  Enterprises  44 
Crabbe  Hudson  Equity  Fund 

(CHEYX)  130 
Credit  Agncole  50 
Credit  Lyonnais  50 
Credit  National  50 
CS  First  Boston  50 


Dabney/Resnick  94 
Daewoo  66 
Dassault  Aviation  51 
Data  General  (DGN)  72 
Dayton  Hudson  (DH)  130 


Dean  Witter  Reynolds  (DWD)  26, 70 
Decorating  Den  128 
Delphi  Management  94 
Delta  Air  Lines  (DAL)  46 
Deutsche  Morgan  Grenfell  90, 98 
Digital  Domain  44 
Digital  Equipment  (DEC)  46, 72 
Dow  Chemical  (DOW)  83, 96 
Dreyfus  Capital  Value  Fund 
(DRCVX)  92 

DRI/McGraw-Hill  (MHP)  34, 98 
DuPont(DD)  96 


Eagle  Snacks  (BUD)  68 
Eastman  Kodak  (EK)  18 
Edison  Brothers  (EBS)  130 
Electrolux  54 
Emmls  Broadcasting  94 
Envirofilm  Technology  8 
Ericsson  (LM.)  (ERICNY)  54, 59 
Ermenegildo  Zegna  84 
Evergreen  Media  (EVGM)  42, 94 

F 


Federated  Department  Stores 
(ED)  130 
Fiat(FIA)  66 
Firepower  Systems  72 
Ford(F)  59,66,96 
Forrester  Research  71 
France  Telecom  51 
Franchise  Developments  128 
Frrto-Lay  (PEP)  68 
Frost-Hanna  Mergers  78 


GAN  50 
Gartmore  50 
Garzarelli  Capital  92 
General  Motors  (GM)  38, 54, 59, 
66,  88,  96 

Gibson  Greetings  (GIBG)  46 
Glaxo  Wellcome  (GLX)  80, 90 
Goldman  Sachs  88 
Goodyear  Tire  &  Rubber  (GT)  4 
Grey  Advertising  (GREY)  42 
Groupe  Bull  72 
GroupeCIC  50 
GrupoModelo  68 
GTE (GTE)  44 

H 


H&R  Block  (HRB)  46,71 
Hanson  46 
Hartmarx  (HMX)  84 
Hensley  68 

Hewlett-Packard  (HWP)  72, 96 
HFS (HFS)  46 
Hickey-Freeman  (HMX)  84 
Hicks  Muse  Equity  Investment  42 
Hitachi  (HIT)  39 
Homestake  Mining  (HM)  92 
Houston  Rockets  84 
Howard  Johnson  (HFS)  46 
Hughes  Network  Systems  8 
Human  Genome  Sciences 
(HGSI)  80 

I 


IBM  (IBM)  39, 44,  46,  72,  96 

ICN  Pharmaceuticals  (ICN)  92 
ICOS(ICOS)  80 
IMS  America  40 
Incentive  54 

Incredible  Universe  (TAN)  70 
Incyte  Pharmaceuticals  (IPI)  80 
Industrial  Light  &  Magic  44 
ING  Barings  90 


Intel  (INTO  72,83,96 
International  Discount 

Telecommunications  71 
Internationale  Nederlanden 

Groep  90 

Intimate  Brands  (IB!)  130 
Investor  54 


Jacor  Communications  42 
Jupiter  Communications  71 

K 


Kiwi  International  78 
Kohl's  (KSS)  130 

L 


Lazard  Freres  46 
Legend  Group  59 
Lehman  Brothers  (LEH)  38, 80 
Liberty  Broadcasting  94 
Limited  (The)  (LTD)  130 
Lloyds  Bank  90 
Lockheed  Martin  (LMT)  94 
Loeb  Associates  130 
Lotus  Development  (LOTS)  39 
Louis  Boston  84 

M 


Macy(RH)  130 
Marshall  Field  130 
Mathers  Fund  (MATRX)  92 
Mattel  (MAT)  44 
McDonnell  Douglas  (MD)  59, 96 
McGraw-Hill  (MHP)  133 
MCKMCIC)  71 
McKinsey  84 
Merck  (MRK)  40. 80 
Mernll  Lynch  (MER)  26, 39, 46, 88, 
96 

Merrow  Machine  6 
Mervyn's  130 

Microsoft  (MSFD  18,46,59,71 
Miller  Brewing  (MO)  68 
Mitsubishi  59 

MMS  International  (MHP)  133 
Morgan  Grenfell  Capital 
Management  88 
Morgan  Stanley  (MS)  26 
Morningstar  92 
Morrison  Knudsen  (MRN)  46 
Motorola  (MOT)  59, 72 
Multi-Market  Radio  (RDIOA)  42, 94 
MZX  83 

N 


Nakagama  &  Wallace  26 
National  Westminster  Bank 
(NW)  50 

Navistar  International  (NAV)  38 
NeighborCare  Pharmacies  40 
Neiman  Marcus  84 
Netcom  Online 

Communications  71 
Netscape  Communications 

(NSCP)  39,44 
News  Corp  (NWS)  47,  71 
Nielsen  8 
Nissan  66 

Nomura  Securities  98 
Northern  Telecom  (NT)  59 
Nynex(NYN)  44 


OpenText  8 

Oppenheimer  42,90. 130 
Orchid  Biocomputer  80 
Otis  Elevator  59 


PaineWebber  (PWJ)  68 
Palomar  Medical  Technologies 
(PMTI)  94 
Pan  Am  78 

Panda  Electronics  59, 72 
Panbas  50 
PepsiCo  (PEP)  68 


Pfizer  (PFE)  40 
Pillsbury  4 
Pirelli  4 

Pixar  Animation  (PIXR)  39 
Pratt  &  Whitney  59 
Pnsm  Radio  Partners  42 
Prodigy  Services  71 
Pyramid  Communications  42 


Radio  Shack  (TAN)  70 
Raychem(RYC)  37 
Raytheon  (RTW)  94 
Redhook  Ale  Brewery  (HOOK) 
Reuters  (RTRSY)  88 
RJR  Nabisco  (RN)  46,68 
Rockwell  International  (ROK) 

S 


Saab-Scania  54 
St.  Louis  Cardinals  68 
Schindler  Elevator  59 
Schroder  Munchmeyer  Hengstj 
Scudder  Stevens  &  Clark  98 
Sears  (S)  46, 130 
SFX  Broadcasting  42 
Shamrock  Broadcasting  42 
SH&E  78 

Signal  Technology  (STZ)  94 
Silver  King  Communications! 
SmithKline  Beecham  (SBH) 
Societe  Generale  50 
Sony(SNE)  59 
Standard  &  Poor's  (MHP)  5t 
96 

Stora  54 

Strategic  Advisory  Group  V, 
Sun  Microsystems  (SUNW) 
Superconductor  TechnologieJ 
(SCON)  83 


Tandy  (TAN)  70 
Target  Stores  130 
TCDebica  4 
Tele-Communications  (TC0| 
Thermolase  94 
Thomson  51 
3M  (MMM)  18 
Tietotehdas  54 
Time  Warner  (TWX)  47 
Tissue  Technologies  94 
Tivoli  Systems  (TIVS)  39 
Today's  Man  (TMAN)  130 
Toys  'R'  Us  (TOY)  130 
Travelers  Insurance  94 
TSB  Group  90 
Turner  Broadcasting  (TBS.r| 
Twentieth  Century  88 

U 


UBS  Securities  68 
Unisys  (UIS)  96 
United  Technologies  (UTX)j 
Universal  Studios  44 
US  Franchise  Systems  12 
USWest(USW)  44 

V 


Victoria's  Secret  130 
Volkswagen  66 

W 


Walt  Disney  (DIS)  47 
Weston  (George)  6 
WM-data  54 
Women's  Health  BoutiquiJ 
Workman  Publishing  6  I 
World  Airways  (WOA)  46| 

Y 


Yahoo 
Z 


Ziff-Davis  Publishing  7 
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twestment  Figures  of  the  Week 


MENTARY 

il  Reserve  Chairman  Alan 
span's  semiannual  testimony 
state  of  the  economy  roiled 
and  bond  markets.  The  bond 
t  plunged  on  fears  that  another 
short-term  interest  rates  was 
ger  in  the  cards.  That  prospect 
le  yield  on  the  30-year  Treasury 
from  6.2%  to  6.4%  in  one 
ie  stock  market  had  a  volatile 
s  well,  with  the  Dow  suffering 
day  losing  streak  until  gaining 
oints  on  Feb.  21,  to  close  at 
Rallies  in  computer  stocks 
s  Hewlett-Packard  and  IBM 
shave  the  stock  market's 


STOCKS 

Feb.  Aug. 


Feb.    Feb. 15-21 


Feb. 15-21 


r 


52-week  change 


THE  DOLLAR 

Feb.  Aug. 
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Editorials 


NO  COLD  WAR  WITH  CHINA,  PLEASE 


Thucy elides  had  it  right  2,500  years  ago,  when  he  said  that 
rising  powers  challenge  the  established  international  order. 
Back  then,  he  was  talking  about  Athens  and  Sparta.  Today,  it 
would  be  China  and  the  U.S.  Brilliant  on  the  Peloponnesian 
War,  Thucydides  failed  to  ask  what  Sparta  could  have  done  to 
peacefully  integrate  a  rising  Athens  into  the  Mediterranean 
"world"  system  of  that  era.  That  is  the  question  America 
must  now  ask  itself  of  China.  Is  it  friend  or  foe? 

The  very  posing  of  the  question  reflects  the  dangerous 
state  of  relations  between  the  two  countries.  Without  strong 
leadership  in  either  country,  extremist  posturing  and  a  dialogue 
of  mutual  misunderstanding  are  taking  hold.  Preachy  moralism 
from  the  U.S.  and  prickly  nationalism  from  China  substitute  for 
serious  discussions.  Both  sides  are  tone  deaf  to  one  another  and 
awash  in  emotionalism.  It  is  at  moments  like  this  that  nations 
stumble  into  hostility.  For  the  U.S.  and  China,  it  may  be  just 
weeks  away.  On  Mar.  23,  Taiwan  will  vote  for  a  new  President 
and  perhaps  for  greater  de  jure  independence.  No  one  knows 
if  China  will  react  militarily  or  how  the  U.  S.  will  respond.  Wil- 
ly-nilly, U.  S.  policy  toward  China  is  sliding  from  engagement  to 
containment.  It  is  time  to  craft  a  strategy  based  on  realpolitik 
and  mutual  national  interests. 

HOW  THINGS  WENT  SOUR  

It  started  as  a  tale  of  two  markets.  By  opening  its  market 
to  Chinese  exports,  the  U.S.  believed  that  it  could  do  for  Chi- 
na what  it  did  for  Japan  and  Korea — generate  a  fast-growing 
private  economy  that  fostered  political  democracy.  China,  in 
turn,  believed  that  by  opening  its  huge  market,  it  would 
raise  living  standards  and  national  wealth.  A  wonderful  trade. 

Slowly  it  all  began  to  sour.  There  were  the  harsh  sentences 
handed  out  to  human-rights  activists,  Chinese  exports  of  mis- 
siles and  nuclear-weapons  materials  to  Pakistan  and  Iran,  and 
a  spending  spree  by  the  People's  Liberation  Army.  In  recent 
months,  China  appeared  to  challenge  the  economic  assumptions 
of  a  free-market  economy.  It  limited  key  economic  sectors  to 
homegrown  companies,  demanded  technology  transfer  in  return 
for  plum  contracts,  and  became  world  headquarters  for  soft- 
ware piracy.  Its  huge  trade  surplus  with  the  U.S.  fanned 
flames  of  anger  over  job  losses  in  America.  China  was  fast  be- 
coming a  rogue  mercantilist  threatening  the  global  economy. 

China's  disappointment  with  America  is  equally  deep. 
Washington  opposed  its  bid  for  the  Olympic  Games  in  2000, 
broke  a  promise  to  help  China  get  into  the  World  Trade  Or- 
ganization, and  threatened  its  one-China  policy  by  allowing 
Taiwan's  President  to  visit  Cornell  University  after  insisting 
he  would  not  be  issued  a  visa.  U.S.  hectoring  about  orphan- 
ages, Tibet,  and  human  rights  was  seen  as  hypocritical,  given 
America's  record  on  race,  crime,  and  drugs.  The  U.S.  ac- 
cepted software  piracy  in  Taiwan  and  military  dictatorships  in 
Korea  and  Taiwan  for  decades.  Where  was  the  even-handed 
justice  China  deserved  from  a  friend? 
.  An  Asian  cold  war  will  benefit  neither  the  U.  S.  nor  China. 


Beijing's  leaders  are  desperate  for  economic  growth.  There 
no  way  they  can  keep  China  stable  without  it,  and  that  mea 
access  to  the  U.S.  market.  The  U.S.,  for  its  part,  is  despera 
to  take  advantage  of  the  greatest  economic  opportunity 
the  next  century.  Exclusion  from  China's  market  would  me: 
a  huge  loss  of  profits  and  jobs.  It  is  foolish  for  America  to  ma 
an  enemy  out  of  a  nation  that  isn't  one  now. 

WHAT  CAN  BE  DONE  

Bold  action  is  needed.  The  contradictions  and  suspicic 
that  are  poisoning  relations  today  should  be  swept  aw 
with  a  new  Shanghai  communique,  signed  in  Beijing  by  Pr 
ident  Bill  Clinton  and  President  Jiang  Zemin.  Shanghai 
would  build  on  the  first  communique  signed  in  1972  by  Pr 
ident  Nixon  and  Premier  Zhou  En-lai  that  set  the  stage 
20  years  of  peaceful  relations  and  mutual  economic  bene 

Shanghai  II  would  commit  the  U.S.  to  bringing  China 
the  wto  immediately  as  a  developing  country,  with  the  un 
standing  that  its  status  would  switch  within  two  years 
that  of  a  developed  nation.  This  move  would  shift  stra; 
U.S.-China  bilateral  trade  issues  into  a  multilateral  frai 
work.  Europe  and  Japan  would  have  to  accept  their  respons} 
ities  and  hold  China  to  accepted  norms  of  intellectual-prop 
rights  and  technology  transfer.  The  U.S.  would  stop  playing 
fool — smashing  barriers,  only  to  see  European  and  Japa 
companies  reap  the  benefits.  China  would  gain  the  presti 
seeks  in  entering  the  wto,  buy  24  months  to  deregulate, 
vert  its  currency,  and  pass  commercial  laws.  Both  sides  wc 
get  the  international  integration  they  seek  for  China. 

Shanghai  II  would  recommit  the  U.S.  to  a  one-China 
icy  and  recognize  the  legitimacy  of  China's  goal  of  national 
unification  with  Taiwan.  China  would  publicly  renounce 
use  of  force  to  gain  reunification.  In  side  letters,  Washin 
would  promise  not  to  encourage  Taiwanese  independe 
Here,  President  Clinton  must  be  forceful  enough  to  1 
congressional  conservatives  at  bay.  He  must  be  equally  f 
ful  in  telling  Beijing  that  the  U.S.  would  defend  Taiwan 
itarily,  as  it  would  any  democratic  market  economy  whei 
has  vital  interests. 

Finally,  Shanghai  II  would  recognize  the  legitimate  se 
ity  rights  of  both  nations  in  Asia.  The  U.S.  would  accept 
na's  right  as  a  rising  power  to  modernize  its  military,  ex 
certain  weapons,  and  claim  disputed  territories,  as  I 
does.  China  would  accept  the  nuclear  nonproliferation  tr 
and  end  any  export  of  nuclear  materials. 

For  Shanghai  II  to  work,  both  Clinton  and  Jiang  must 
ly  lead.  From  1972  to  1992,  every  American  and  Chinese 
of  state  battled  domestic  pressures  threatening  the  U.S.- 
na  relationship.  Neither  Clinton  nor  Jiang  has  proved  willii 
do  so  thus  far.  They  must  run  their  own  foreign  policy. 

Clarity,  precision,  and  consistency  are  missing  in  ci 
U.S.-China  relations.  Only  a  bold  stroke  can  end  the  slid 
cold  war  and  containment. 
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AMELIO:  Overpaid? 


FAT  WALLETS 

THE  SWEET  AND 
THE  SOUR  AT  APPLE 

NEW  APPLE  COMPUTER  CEO 
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is  coming  under  fire,  this  time 
in  court.  In  a  recent  class  ac- 
tion, much-feared  shareholder 


lawyer  William  Lerach 
calls  the  $10  million-plus 
compensation  for  Amelio, 
who  replaced  the  ousted 
Michael  Spindler  Feb.  5, 
"wildly  excessive."  At 
embattled  Apple,  Amelio  will 
earn  more  than  42%  above 
what  he  got  heading  National 
Semiconductor. 

The  suit  questions  how 
Apple  can  justify  this  when  it 
didn't  search  outside  for  a 
<"EO — and  since  its  worst 
problems  came  after  Amelio 
joined  its  board  in  1994.  Plus, 
Lerach  decries  Apple's  guar- 


TALK  SHOW  "It's  going  to  be  a  waltz  of  elephants,  and  y< 
want  to  be  sure  you  don't  get  stepped  onV 

— Amos  Hosetter,  chairman  of  Continental  Cablevision,  which 
U  S  West  is  buying  in  the  wake  of  telecom  reform 


anteeing  Amelio  a  $10  million 
lump  sum  if  it's  sold  within 
the  next  year.  (Apple  insists 
it's  not  for  sale.) 

Amelio  has  called  his  pay 
"what  the  marketplace  com- 
mands," and  Apple  dismisses 
the  suit  as  meritless.  But 
Lerach's  move  commands  at- 
tention: His  track  record 
against  Silicon  Valley  targets 
includes  a  $20  million  settle- 
ment from  Apple  in  the 
1980s.  This  action,  which  also 
charges  Apple  directors  and 
two  ex-CEOs  with  a  grab  bag 
of  alleged  chicanery,  is  filed 
in  California  courts,  possibly 
because  federal  shareholder 
suits  just  became  tougher  to 
pursue.  Peter  Burrows 


CAR  TALK 


THE  FLEET  IS  STILL  IN  AT  FORD 


WHY  HAS  THE  RESTYLED  FORD 

Taurus  been  slow  off  the 
starting  line?  Ford  executives 
have  insisted  that  consumers 
aren't  turned  off  by  Taurus' 
radical  new  look  or  stiff  stick- 
er price.  They've  blamed  Tau- 
rus' startling  28%  sales 
plunge  in  1995's  fourth  quar- 
ter largely  on  Ford's  inten- 
tional efforts  to  back  away 
from  low-margin  fleet  pur- 
chasers. But  an  independent 
analysis  of  Taurus  sales  sug- 
gests that  the  fleet  excuse 
doesn't  wash. 

Fleet  business — to  rental 
agencies,  corporations,  gov- 
ernment— accounted  for 
57.4%  of  the  new  Taurus' 


sales  during  its  first  three 
months  on  the  market  (Octo- 
ber through  December,  1995). 
That's  up  markedly  from  51% 
in  the  comparable  1994  quar- 
ter, according  to  an  owner- 
registration  analysis  for 
business  week  by  Polk  Co. 
Numerical  sales  were  down 
for  both  fleet  and  retail,  yet 
retail  was  off  twice  as  much. 
And  despite  a  $600  rebate 
since  New  Year's,  sources 
close  to  Ford  say 
fleet  sales  are  still 
above  50%. 

A  spokesman 
at  Ford  doesn't 
dispute  the  Polk 
data,  but  now  savs 


Ford  never  meant  to  imply 
fleet  sales  were  the  main  rea- 
son for  the  Taurus'  woes. 
Ford,  which  has  relied  on 
these  bulk  purchases  to  keep 
Taurus  America's  top-selling 
car,  has  been  trying  to  push 
fleet  sales  down  to  40% — par- 
ticularly by  selling  less  to 
rental  outfits — and  lure 
the  more  profitable  retail 
customer.      Keith  Naughton 

TAURUS:  Plunging  sales 


SHOW  BIZ 


POSITIVELY  WALL  STREET 


NOW    IT  S  BOB 

Dylan,  corporate 
troubadour.  The 
singer,  who 
made  his  name 
in  the  1960s  as 
an  anti-Estab- 
"  lishment  icon, 
entertained  a  conference  of 
real  estate  big  shots  recently. 
A  publicist  for  the  folk  legend 


DYLAN:  How 

many  roads. 


says  this  is  the  first  time  she 
knows  of  that  he  has  played 
such  a  room,  but  wouldn't 
comment  further.  That  leaves 
unclear  why  he  did  this  kind 
of  gig  or  whether  he  will  do 
more  of  the  same. 

Nomura  Securities  Interna- 
tional, which  laid  out  an  esti- 
mated $3.5  million  to  stage 
the    conclave    for   800  at 


Phoenix's  plush  Arizona  Bilt- 
more,  paid  Dylan  about 
$250,000,  says  a"  knowledge- 
able source.  Warbling  such  old 
favorites  as  All  Along  the 
Watchtower  and  Like  a 
Rolling  Stone,  Dylan  and 
a  six-piece  band  played 
for  the  likes  of  Sam  Zell, 
Alfred  Taubman,  and  David 
Simon.  A  haggard-looking  Dy- 
lan shared  the  bill  with  other 
oldies  celebrities:  Crosby,  Stills 
&  Nash  and  Rod  Stew- 
art.       Leah  Nathans  Spiro 


PAC  MEN 

THE  HILL  S  UNLIKEI 
MR.  ENTERTAINMEN 

SENATOR  ORRIN  HATCH,  1 

outspoken  foe  of  wicl 
lyrics,  isn't  always  the  I 
noir  of  show  biz.  The  Sen 
Judiciary  Committee  ch; 
man  is  pushing  a  meas 
that  means  big  bucks  for 
entertainment  industr; 
which  has  given  him  gen 
ous  campaign  donations, 
recently  denounced  H 
from  the  Bong,  a  song  fr 
Sony  Music, 
whose  affili- 
ate, Sony  Pic- 
tures Enter- 
tain m  e  n  t , 
sent  his  cam- 
paign $1,000. 

The  Utah 
Republican  is 
backing  a  bill 
that  extends 
copyright  pro- 
tection from  " 
50  to  70  years  beyond  a  so 
or  screenplay  writer's  1: 
time,  arguing  this  brii 
U.  S.  law  closer  to  inter 
tional  norms.  That  means  i 
sic  and  movie  producers  cc 
charge  royalties  for  the  t 
extra  decades.  After  ti 
the  material  is  free.  ( 
posing  Hatch  ; 
restaurants  and  o 
ers  who  claim  tl 
must  pay  unfai 
large  sums  to  lice: 
songs. 
In  1994,  when 
ran  for  reelection,  Ha 
bagged  $32,500  in  contri 
tions  from  media  giants  si 
as  Time  Warner,  Paramoi 
Communications,  and  F 
The  senator  declines  to  cc 
ment,  but  Senate  Judici; 
Staff  Director  Manus  ( !ooi 
says:  "It's  outrageous  to  si 
gest  that . . .  we're  beholc 
to  the  music  and  motion  j 
ture  industries."  Coor 
notes  that  Hatch  has  si 
ported  strong  intellectu 
property  laws  for  quite 
long  time.     Catherine  Yo 


6  BUSINESS  WEEK  /  MARCH  11,  1996 


HEN  YOU  TRAVEL  ON  BUSINESS, 


THIS  I^f^^XTOAj  UNE. 


Sleep. You  spend  a  third  of  your  life  doing  it.  And  no      you  can  swim,  exercise  or  work  yourself  to  sleep, 
matter  what  else  you  do  on  a  business  trip,  you  do  it  better  And  after  all  that,  you  wake  up  to  m-room  coffee  and  a 

if  you  sleep  better.  breakfast  buffet.  So  you  leave  refreshed,  well-rested  and  ready 

So,  bottom  line,  smart  business  travelers  choose  Courtyard       to  take  on  the  other  two-thirds  of  your  life, 
by  Marriott.  Where  they  find  comfortable,  spacious  For  reservations,  call  your  travel  agent  or  800-321- 

rooms  and  firm,  inviting  mattresses.  Plus  a  /^m^^V^TS^^^^y^  2211.  And  enjoy  the  kind  of  accommodations 
swimming  pool,  mini-gym  and  large  desk,  so    ^HMarii Mi ilui UKUiwgy    business  travelers  dream  oj     and,  of  course,  on. 


The  HOTEL  DESIGNED  by  BUSINESS  TRAVELERS. 


©1995  Courtyard  by  Marriott 


COMPETITION 

IS  A  LOT  LIKE 

COD  LIVER  OIL. 

FIRST  IT  MAKES  YOU  SICK. 

THEN  IT 


KES  YOU 


TTER. 


good.  It's  how  products  get  better,  faster,  cheaper.  It's  how 
companies  stay  hungry,  nimble,  focused.  It's  why  we're  investing 
billions  of  dollars  to  build  the  most  advanced  production  facilities 
for  microprocessors  in  the  world.  Because  a  funny  thing  happens 
when  competition  gives  people  a  choice.  Everybody  gets  better. 


State-of-the-art. 


technology 
and  facilities 
mean  we're 
building 
the  next 
generation  of 
chips  at  very 
affordable 


Speed  on  sale. 

At  1  33  MHz. 
our  Am5x86 
microprocessor 
is  the  high 
performance, 
low  cost 

It  isn't  always  fun,  but  at  AMD  we  believe  that  competition  is  choice  for 


running 
Windows  and 
Windows  95- 


AMDP 

Run  with  it. 


For  more  information:  1-800-222-9323    Internet:  http://www.amd.com 

©  1996  Advanced  Micro  Devices,  Inc  AMD  and  the  AMD  logo  are  registered  trademarks  and  Bun  with  it  is  a  trademark  of 
Advanced  Micro  Devices,  inc  All  other  names  are  property  of  their  respective  holders 
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CHAMPIONING  FELIX 

WAS  NO  FLUB  

Your  article  "Bad  counsel  at  the  Eco- 
nomic Council?"  (News:  Analysis  & 
Commentary,  Feb.  26)  called  Laura 
Tyson's  National  Economic  Council  deci- 
sion to  recommend  Felix  Rohatyn  as 
vice-chairman  of  the  Federal  Reserve 
Board  of  Governors  the  "Felix  Flub." 
Far  from  being  a  flub,  this  recommenda- 
tion was  a  sound  choice.  Rohatyn  is  a 
man  of  great  integrity  who  would  have 
brought  to  the  board  more  than  30 
years  of  experience  in  global  financial 
markets  and  a  sterling  reputation  in  the 
business  community.  His  views  about 
the  best  way  to  increase  noninflationary 
growth  are  certainly  within  the  main- 
stream of  economic  thought  and  policy. 
Moreover,  he  is  on  the  best  of  personal 
terms  with  Alan  Greenspan  and  Robert 
Rubin.  If  there  was  a  flub  in  the  case  of 
Rohatyn,  it  is  not  that  he  was  recom- 
mended. It  is  that  ideological  and  parti- 
san pressures  in  the  Senate  threatened 
to  block  his  nomination,  led  him  to  with- 
draw his  name  rather  than  become  what 
New  York  Times  columnist  Abe  Rosen- 
thal called  the  "football  du  jour,"  and 
deprived  the  country  of  his  service  and 
advice  in  this  important  position. 

Lloyd  N.  Cutler 
Former  White  House  Counsel 
Washington 

HILTON'S  REPUTATION 

GETS  TIDIED  UP  

I  was  appalled  by  your  article  "Is 
there  really  room  at  the  Inn  for  Steve 
Bollenbach?"  (News:  Analysis  &  Com- 
mentary, Feb.  19)  on  Hilton  Hotels. 
You  are  wrong  when  you  say  Barron 
Hilton  is  not  decisive  or  supportive. 
The  company  was  not  sold  simply  be- 
cause an  adequate  offer  was  never  re- 
ceived. During  the  30  years  that  I 
worked  with  him,  the  confidence  and 
backing  that  he  extended  to  his  key 
people  was  unwavering. 

The  executives  who  left  the  company 
resigned  for  reasons  other  than  those 
you  mentioned.  You  also  glossed  over 
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CORRECTIONS  &  CLARIFICATIONS 

In  "Operator,  please  connect  me"  (News: 
Analysis  &  Commentary,  Feb.  26),  LCI 
International  should  have  been  described  as 
the  sixth-largest  long-distance  company, 
not  the  fifth-largest. 

"What  Ford  has  riding  on  these  four 
wheels"  (News:  Analysis  &  Commentary, 
Feb.  26)  erroneously  added  a  $615  destina- 
tion charge  on  to  prices  for  the  new  Ford  F- 
150  pickup  truck.  The  correct  base  price  for 
the  F-150  is  $15,045,  and  the  starting  price 
for  the  F-150  XLT  with  an  extended  cab  and 
automatic  transmission  is  $21,966.  Those 
prices  include  the  destination  charge. 

"The  fall  of  an  American  icon"  (Cover  Sto- 
ry, Feb.  5)  should  have  said  that  the  five- 
year  cost  of  running  an  Apple  Macintosh 
computer  is  $39,501,  not  $41,439,  accord- 
ing to  market  researcher  Gartner  Group. 


the  tremendous  increase  in  Hilton' 
earnings.  This  is  not  the  troubled  con 
pany  you  describe.  Hilton's  trophy  prop 
erties  are  amongst  the  most  profitabl 
hotels  in  the  U.  S. 

The  decision  to  bring  Steve  Boiler 
bach  aboard  was  clearly  Barron's.  Cor 
trary  to  your  writings,  you  will  fin' 
that  they  will  be  a  most  successful  tean 
and  Barron  will  be  Bollenbach's  greates 
supporter. 

Carl  T.  Mottek  (retired  1994 
Past  Presiden 
Hilton  Hotels  Dn 
Santa  Barbara,  Cali: 

SALTON/MAXIM 

WASN'T  INSIDE  WALL  STREET 

In  your  article  entitled  "Is  someon 
sneaking  a  peek  at  business  week? 
(News:  Analysis  &  Commentary,  Feb.  5 
you  listed  the  names  of  several  stock 
that  experienced  "suspicious  trading 
prior  to  the  release  of  business  week' 
Inside  Wall  Street  column.  The  articL 
disclosed  that  the  Securities  &  Ex 
change  Commission  and  the  exchange 
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you  close  your  laptop.  You 
push  back  your  seat  and  # 
adjust  your  footrest.  A  sip  of 
Bordeaux.  A  taste  of  Brie, 
kou  turn  the  sound  up  a 
notch  and  close  y 


0  Lufthansa 


m 


usiness  trips  are 
rutal ,  aren't  they? 


800-645-3880  or  see  your  travel  agent.  Accrue  or  redeem  miles  in  either  Lufthansa  Miles  &  More™ 
n  you  fly  on  Lufthansa  flights  or  flights  operated  by  our  global  partner,  United  Airlines. 


"A  fascinating  and 
well-argued  book." 

— Ted  Kinni,  Quality  Digest 


"This  book  is  a 
strategy  guide  that 
will  show  you  why 
businesses  rise  and 
fall,  and  how  to  profit 
at  each  phase  of  a 
market's  life  cycle." 
— Duncan  Maxwell 
Anderson 
Success 

"[Slywotzky's]  far- 
sighted  new  book, 
Value  Migration ...  is 
likely  to  shake  up  the 
way  executives  look 
at  their  priorities." 
— Leslie  Wines 
Journal  of  Business 
Strategy 


IAN  J. 

KY 


$24.95,  at  bookstores  now 


"Defines  a  road  map  for  company  growth  and  survival." 

— Wayne  P.  Jones 

CEO  and  Executive  Director 

International  Pizza  Hut  Franchise  Holders  Assn. 

"Will  form  the  core  of  strategic  thinking  in  our  company 
for  many  years  to  come." 
— Arthur  C.  Martinez 

Chairman  of  the  Board  &  CEO 

Sears,  Roebuck  and  Co. 


For  your  free  20-page  excerpt  from  Value  Migration,  available 
while  quantities  last,  please  call  us  at  (800)  545-7685,  ext.  5153 
or  (617)  495-6192,  ext.  5153. 


Readers  Report 


have  been  alerted  as  to  possible  insidt 
trading  involving  these  stocks. 

Although  I  applaud  business  week 
efforts  to  prevent  leaks  of  public-comp; 
ny  information  contained  in  the  mag; 
,  zine,  I  believe  that  the  article  create 
the  impression  that  the  suspicious  trac 
ing  could  have  involved  management  < 
the  named  companies. 

The  management  of  Salt  on/Maxim  di 
not  know  that  information  concernin 
the  company  was  going  to  be  containe 
in  an  Inside  Wall  Street  column  and  di 
not  trade  company  stock  at  any  tin" 
close  to  the  issue  date  of  such  columi 
either  before  or  after  that  date. 

William  B.  Ru 
Senior  Vice-President/Chii 
Operating  Office 
Salton/Maxim  Housewares  In 
Mt.  Prospect,  I] 

WOULD  YOU  BUY  A  USED 

(OR  NEW)  CAR  FROM  THIS  MAN? 

I  was  outraged  by  your  story  "Rev< 
lution  in  the  showroom"  (Cover  Stor 
Feb.  19).  I  feed  my  family,  pay  m 
mortgage,  my  taxes,  and  my  bills  b 
selling  new  and  used  vehicles.  How  dai 
you  say  "This  guy  is  history"!  I  work  ] 
to  12  hours  a  day,  on  the  average 
days  a  week.  If  the  big  retailers  tak 
over — Wal-Mart,  Blockbuster,  Circu 
City,  etc. — who  is  going  to  demonstrat 
the  product?  Explain  leasing  vs.  bw 
ing?  I  dare  anyone  who  thinks  what  w 
do  is  unnecessary  to  spend  a  mont 
with  me  on  my  lot  and  see  how  fas 
they  change  their  tune. 

Ben  Gal] 
Vista,  Cali 
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Because  we've  solved  your  fax  needs 

year  after  year,  we  can  still  be 
reached  at  the  following  number." 

To  become  #1  and  stay  there  for  9  years  in  a  row,  you  have 
to  make  innovative  products  that  provide  real  solutions. 

With  breakthroughs  like  the  multifunctional  FO-5450  laser 
fat  It  has  built-in  PC  connectivity  to  increase  your  product- 
ivity/And with  the  touch  of  a  finger  you  can  fax,  copy,  scan 
and  print  right  from  your  computer. 

But  that's  not  all.  Sharp  offers  a  complete  line  of  facsimile 
products  from  thermal  to  plain  paper  laser  technology;  all 
designed  to  fit  your  company's  individual  needs. 

Which  probably  explains  why  the  Sharp  FO-4850 
was  selected  by  Buyers  Lab  as  its  1995  "Pick  of  the  Year!' 
Call  today  for  more  information  and  to  receive  your  free 
interactive  computer  disk. 


REE  KIT 

BE-SHARP 

arp-usa.com 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 


NERS  •  LASER  PRIR 


RS  •  WIZARD  ORGANIZERS 
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Calling  Card 


Your  Pacific  Bell  Callings  Card  works  here. 
Apparently,  your  sense  of  direction  does  not. 


There  are  150  million  phones 
out  there.  Somewhere.  The 
Pacific  Dell  Calling  Card  work: 
at  all  of  them.  To  make  long  dis 
tance  calls.  To  make  local  calls 
If  you  know 
any  locals. 
If  there  are 
any  locals. 

You  do  not  need  other  cards. 
You  only  need  one  card.  And 
one  phone.  And  maybe  one 
person  to  call  who  would 
1    ,.  not  nun  J  c<  miing  l<>  pick  you 

:i|      up  from  wherever  you  are. 


For  more  information  about 


the  Pacific  Dell  Calling  Card, 


please  call  1-800-PAC  DELL. 


Thank  you. 


PACIFIC  BELL 


How  will  you  use  it?  network 
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HE  FUTURE  OF  CAPITALISM 

ow  Today's  Economic  Forces  Shape  Tomorrow's  World 

/  Lester  C.  Thurow 
orrow  •  385pp  •  $25 


S  CAPITALISM  HEADED 
OR  A  NEW  DARK  AGE? 


A  mere  six  years  after  the  Berlin 
f^k  Wall  fell,  victorious  capitalism 
.  JL  seems  to  be  in  a  funk.  Japan's 
;onomy  is  stagnant,  European  unem- 
oyment  is  stuck  in  double  digits,  and 

the  U.  S.,  a  Presidential  candidate  is 
iing  high  by  railing  against  a  couple  of 
liars  of  the  system:  free  trade  and  the 
lfettered  pursuit  of  corporate  profits, 
multaneously,  a  vigorous  and  brutal 
obal  capitalism  has  emerged,  one  that 
•omises  prosperity  to  the  multitudes 
hile  forcing  enfeebled  governments  to 
>wtow  to  its  commands. 

How  to  understand  these  seemingly 
ntradietory  developments?  Massachu- 
tts  Institute  of  Technology  economist 
sster  C.  Thurow  says  all  are  manifes- 
tions  of  the  dire  struggle  facing  the 
arket  economy.  In  The  Future  of  Cap- 
ilism,  Thurow  concedes  that  no  other 
stem  provides  such  gobs  of  efficiency 
id  technology.  But  with  no  guiding 
eology  other  than  avarice,  these  very 
rengths  could  become  the  system's  un- 
»ing — it  operates  in  and  often  con- 
ibutes  to  a  world  of  growing  econom- 

imbalances.  Missing  is  a  set  of 
mmon  goals  and  values  that  citizens 
uld  rally  behind.  The  upshot:  Thurow 
arns  that  we  could  be  slowly  sinking 
to  a  new  dark  age. 

An  overstatement?  Let's  hope  so.  But 

Thurow  takes  us  on  this  cheerless 
roll  past  the  perils  confronting  capi- 
lism,  he  makes  a  convincing  case  that 
e  marketplace  lacks  the  magic  to  save 
e  world  from  deep  trouble.  Other  ob- 
rvers  have  covered  much  of  this  ter- 
in:  the  challenges  of  sustaining  a  na- 
m  and  maintaining  wage  levels  in  a 
jbal  economy,  worries  about  more  fre- 
lent,  ever  deeper  recessions,  and  the 
owth  of  intolerance  and  separatism, 
lurow,  to  his  credit,  brings  these  prob- 
ms  into  very  sharp  focus. 

However,  the  MIT  economist  comes 
»  short  on  solutions.  He  compares  our 


plight  to  that  of  Christopher  Columbus: 
We're  off  on  a  voyage  across  uncharted 
seas,  bound  for  a  land  we  don't  know. 
He  gives  precious  few  tips  on  how  to 
cross  safely  but  plenty  of  details  about 
the  monsters  we'll  encounter  en  route. 

Switching  from  Columbus,  Thurow 
goes  on  to  describe  the  economic  scene 
in  geological  terms.  Upon  a  bubbling 
magma  of  technological  change,  five  new 
tectonic  plates  are  crashing  about,  cre- 
ating all  sorts  of  economic  convulsions. 
These  plates  are:  the  end  of  commu- 
nism, the  shift  to  brain- 
power industries,  the 
growing  power  and  wealth 
of  old  people,  a  global 
economy,  and  the  decline 
of  the  U.  S.  as  a  dominant 
economic  power.  Add  it  all 
up,  and  you  have  a  world 
bursting  with  uncertainty. 

After  capitalism  tri- 
umphed in  the  late  '80s,  a 
host  of  countries,  from 
Azerbaijan  to  Argentina, 
pushed  themselves  toward 
market  economies.  But 
this  had  the  effect  of  flood- 
ing the  world  with  unneeded  low-skilled 
labor,  prompting  mass  migrations,  a 
fight  for  jobs,  and  growing  support  for 
such  ultranationalists  as  France's  Jean- 
Marie  Le  Pen,  Russia's  Vladimir  Zhiri- 
novsky, and  U.  S.  Presidential  candidate 
Pat  Buchanan. 

Without  the  bogeyman  of  communism 
to  unite  them,  the  capitalist  countries, 
Thurow  says,  find  themselves  struggling 
to  adapt  to  this  world  in  flux.  Many  cit- 
izens see  their  incomes  falling  and  gaps 
between  rich  and  poor  growing.  And 
with  Mexico  as  an  object  lesson,  even 
rich  countries  put  up  with  all  sorts  of 
pains,  including  ever  higher  unemploy- 
ment, just  to  protect  their  currencies 
from  the  cruel  whims  of  global  markets. 

Reading  this  book,  you  get  the  sense 


THE  FITl RE 
CAPITALISM 


that  countless  invisible  hands  are  push- 
ing all  of  us  off  a  cliff.  "In  some  pro- 
found sense  capitalistic  values  are ...  at 
war  with  capitalism,"  he  writes.  "Capi- 
talism will  succeed  or  fail  based  on  the 
investments  it  makes,  yet  it  preaches  a 
theology  of  consumption."  Without  the 
cold  war  to  justify  spending  on  infra- 
structure and  education — exactly  what 
the  global  economy  demands — countries 
are  in  a  squeeze.  The  bond  markets 
stand  ready  to  punish  those  that  ran 
deficits  to  make  such  investments,  and 
voters,  already  suffering  from  falling  in- 
comes, won't  tolerate  tax  hikes. 

What's  missing,  Thurow  says,  is  an 
ideology,  a  set  of  principles  for  which 
voters  would  be  willing  to  make  sacri- 
fices. Thurow  discusses  other  civiliza- 
tions, including  those  of  the  Egyptians 
and  the  Romans,  and  shows  how  their 
focus  on  the  community  rather  than  the 
individual  led  to  great  public  works.  By 
contrast,  500  years  ago,  he  says,  the 
Chinese  had  the  technology  to  lead  the 
world  but  no  uniting  vi- 
sion of  where  that  tech- 
nology should  carry  them. 
So  the  Chinese  lost  their 
way,  much  as  the  Euro- 
peans lost  the  momentum 
of  Rome  1,000  years  earli- 
er. A  similar  decline  could 
occur  now,  he  says,  as  the 
ethnic  and  financial  volca- 
noes smoking  on  the 
fringes  of  capitalism's  turf 
erupt  in  the  First  World. 
He  predicts,  for  example, 
that  the  trade  imbalance 
between  the  U.  S.  and 
a  major  "fault  line" — will  provoke 
a  global  financial  collapse  similar  to  that 
of  the  1930s. 

The  solutions?  Again,  that's  where 
The  Future  of  Capitalism  falls  short. 
Thurow  shoehorns  in  some  common  sug- 
gestions along  the  way,  warning,  for  ex- 
ample, that  the  U.  S.  government  will 
have  to  slash  entitlements  to  the  afflu- 
ent elderly,  make  a  historic  push  for 
education,  and  limit  Japanese  imports. 
But  those  are  mere  footnotes  in  a  jere- 
miad. Thurow  seems  resigned  to  the 
notion  that  capitalism  will  move  to  save 
itself  only  when  the  sinking  status  quo 
becomes  intolerable. 

BY  STEPHEN  BAKER 

Baker  is  business  week's  Pittsburgh 
bureau  chief. 


Asia- 


WHAT  THE  SYSTEM  LACKS,  THUROW  SAYS,  IS  A  SET 
OF  COMMON  GOALS  CITIZENS  CAN  RALLY  BEHIND 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 

BUNDLES 
OF  TROUBLE? 


Software  loaded  on 
new  computers 
includes  a  high 
proportion  of  junk 

The  ads  scream,  "$1,500 
worth  of  free  soft- 
ware!" As  a  wary 
shopper,  you  might  wonder 
how  manufacturers  can  af- 
ford to  throw  $1,500  worth 
of  programs  into  a  $2,000 
system.  And  computer  buy- 
ers are  discovering  that  the 
software  isn't  worth  any- 
where near  that  much.  My 
mail  suggests  bundled  soft- 
ware has  become  a  very 
sore  point  with  new  com- 
puter buyers. 

The  programs  that 
come  bundled  with  new 
computers  can  be  valu- 
able. The  software  pro- 
vided with  new  Macs, 
for  example,  is  consis-  j 
tently  good.  But  all  too 
often  on  Windows  ma- 
chines, what  you  get  is 
a  collection  of  outdated 
programs  or  limited 
"special  editions"  that  are 
come-ons  for  you  to  pay 
for  upgraded  versions.  These 
assortments  are  known  in  the 
trade  as  "shovelware"  for  the 
selectivity  with  which  they 
are  chosen.  One  PC  I  looked 
at  recently  came  with  soft- 
ware of  widely  varying  qual- 
ity filling  a  third  of  its  1.6 
gigabyte  hard  drive. 
SLOW  TO  ADJUST.  The  ad- 
vent of  Windows  95  is  a  con- 
tributing factor.  Since  Au- 
gust, virtually  every  new 
computer  shipped  to  stores 
!  as  come  with  the  new  Mi- 
lt operating  system 
loaded.  But  manufacturers 
been  slow  to  adjust 
sofl  ware  packages. 


For  example,  when  you 
boot  up  a  new  Toshiba  100CS 
laptop,  it  launches  programs 
that  allow  easy  adjustment 
of  the  display  and  that  tracks 
the  remaining  battery  life. 
Both  programs  just  clutter 
your  screen  while  duplicating 
built-in  Windows  95  functions. 

ibm  ThinkPads  come  load- 
ed with  ScreenCam  2.0  from 
IBM's  Lotus  Development 
unit.  ScreenCam  is  a  useful 
program  that  records  your 
actions  in  Windows,  then  lets 
you  replay  how 


you  opened  and  worked  with 
a  spreadsheet,  for  example. 
ScreenCam  is  great  for  train- 
ing purposes  and  presenta- 
tions. However,  version  2.0 
simply  doesn't  work  under 
Windows  95. 

Voice-mail  software  built 
into  Compaq  Presarios  is  a 
more  serious  problem.  The 
program  turns  the  Presario 
into  a  sophisticated  answer- 
ing machine.  But  it  was  de- 
signed to  work  with  Win- 
dows 3.1.  It  must  be  turned 
off  before  Windows  95  com- 
munications programs,  includ- 
ing the  built-in  Microsoft 


Network  and  Internet  access, 
can  use  the  modem.  Sean 
Burke,  director  of  Presario 
marketing,  says  "we're  try- 
ing to  do  a  few  things  that 
will  make  the  system  a  lit- 
tle more  intelligent." 
CUTTING  BACK.  Things  are 
getting  better.  Compaq  con- 
ducted a  market  study  and 
found  "that  a  vast  majority 
of  people  didn't  put  a  high 
value  on  the  software  that 
was  bundled,"  says  Burke. 
As  a  result,  the  company, 
long  a  trendsetter,  plans  to 
cut  back  drastically  on  the 
amount  of  software  it  loads 
into  its  computers.  Compaq 
is  also  ditching  Presario  ( 
Gallery  and  other  user 
"front  ends,"  the  screens  I 
that  computer  makers  de- 
veloped to  make  machines 
easier  to  run.  The  interfaces 
were  developed  for  Windows 
3.1  but  have  become  super- 
fluous and  confusing  under 
Windows  95.  Watch  for  other 
manufacturers  to  follow 
Compaq's  lead. 

It's  hard  to  generalize 
^  about  what  bundled 
software  is  truly  worth- 
while because  tastes 
and  needs  vary  so 
much.  Reference  works, 
such  as  an  encyclopedia 
and  dictionary,  are  very 
handy.  Most  people  also 
find  Intuit's  Quicken  or 
Microsoft  Money  useful. 
Basic  multifunction  pro- 
grams that  include  word 
processors  and  spread- 
sheets— such  as  version  4  of 
Microsoft  Works  or  Claris 
Works — are  good  value. 

But  watch  out  for  any- 
thing with  "Lite"  or  "se"  in 
the  name.  These  are  usually 
stripped-down  versions  of 
well-known  programs,  such 
as  games  that  include  only 
the  easiest  levels.  Fortunate- 
ly, you  can  uninstall  any  pro- 
gram that  came  on  a  cd-rom 
and  simply  reinstall  it  later  if 
and  when  you  change  your 
mind.  As  for  the  rest  of  it, 
deal  with  junk  software  the 
same  way  you  handle  junk 
mail.  Just  toss  it  into  that 
handy  on-screen  Recycle  Bin. 


BULLETIN  BOARD 


HARDWARE 
SLIDE  SHOWS  ON  TV 

Taking  a  computerized  pres- 
entation on  the  road  is  fine  if 
you  know  you'll  have  the  right 
audiovisual  equipment.  The 
Maxmedia  TV  Mini  from  UMAX 
Technologies  (800  562-0311) 
is  a  handy  $179  insurance 
policy.  The  device,  about  the 
size  of  a  remote  control,  at- 
taches to  the  video  connector 
of  your  laptop  and  allows  you 


to  use  any 
television  that  has 
video-in  connectors — includ- 
ing European  sets  using  the 
PAL  standard — as  a  display. 
Just  be  careful  planning  your 
slides:  A  TV  set  offers  much 
lower  resolution  than  a  com- 
puter monitor,  so  use  big  type 
And  differences  in  the  numbei 
of  scan  lines  mean  that  you'll 
lose  a  bit  off  the  top  and  bot- 
tom of  the  screen. 

THE  WEB 
MICROSOFT  MAXES  OUT 

Microsoft  Corp.'s  launch  of  its 
Internet  Information  Server 
(IIS)  on  Feb.  12  revealed  both 
the  power  and  vulnerability  of 
the  Net.  The  software  giant 
offers  IIS,  its  answer  to  Web- 
server software  from  Netscape 
Communications  Corp.  and 
others,  for  free  download  to 
all  users  of  the  Windows  NT 
Server  operating  system.  But 
demand  for  the  13-megabyte 
download,  running  at  the  rate 
of  more  than  10,000  requests 
a  week,  made  it  impossible 
for  many  people  to  connect  to 
www.microsoft.com  for  tech- 
nical support  or  other  purpos- 
es. Microsoft  says  it  will  in- 
crease capacity. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 


v  i  MARCH  11.  1996 


No  matter  what  you  ship  overseas,  no  one  gets  it  there  like  FedEx.  In  fact,  we  can  get  your  box  through  customs 
before  it  even  gets  to  customs.  So  it  gets  there  on  time  and  hassle  free.  So  the  next  time  you  need  to  ship,  whatever  you  need  to  ship, 
just  call  1-800-247-4747'  or  visit  us  at  http://www.fedex.com.  Hey,  we  didn't  become  the  world's  #1  express  shipper  by  being  picky. 


Federal  Express 
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Economic  Viewpoint 


BY  GARY  S.  BECKER 


HUMAN  CAPITAL:  ONE  INVESTMENT 
WHERE  AMERICA  IS  WAY  AHEAD 


YARDSTICK: 

The  U.S. 
spends  more 
than  any  other 
nation  on 
acquiring 
knowledge-a 
factor  ignored 
by  statistics 
and  GOP  flat- 
tax  proposals 


Becker,  the  1992  Nobel 
aches  at  the  University 
and  is  a  Fellow  of  the 


The  productivity  of  modern  economies 
depends  heavily  on  investments  in  the 
acquisition  of  knowledge  and  skills. 
Nevertheless,  government  statistics  fail  to 
consider  expenditures  on  human  capital  as 
savings  and  investment. 

Education,  training  on  the  job  and  in  spe- 
cialized institutes,  and  expenditures  to  im- 
prove health  all  contribute  to  human  capital. 
Human  capital  is  as  much  a  part  of  the 
wealth  of  nations  as  are  factories,  housing, 
machinery,  and  other  physical  capital.  In  fact, 
economists  estimate  that  human  capital  ac- 
counts for  much  more  than  half  of  all  the 
wealth  in  the  U.  S.  and  other  economically 
advanced  nations. 

While  U.  S.  gross  private  investment  in 
plants,  equipment,  and  inventories  has  ac- 
counted for  less  than  15%  of  gross  domestic 
product  in  recent  years,  the  true  investment 
rate  that  includes  human  capital  is  much 
higher.  Spending  on  education  alone  in  the 
U.  S.  is  7  We  of  gdp,  and  Jacob  Mincer  of  Co- 
lumbia University  estimates  that  spending 
for  on-the-job  and  other  training  amounts  to 
about  3%  to  5%.  At  least  one-fifth  of  the  14% 
of  GDP  spent  on  health  should  also  be  classi- 
fied as  investment  in  human  capital,  since  it 
contributes  to  productivity  and  a  longer  work- 
ing life. 

FORGONE  EARNINGS.  Even  these  figures 
greatly  understate  the  amounts  spent  on  hu- 
man capital,  because  they  neglect  the  for- 
gone earnings  component  of  education  and 
other  investments.  For  example,  a  student 
who  leaves  a  $40,000  job  to  spend  two  years 
getting  an  mba  forfeits  $80,000  of  earnings  in 
order  to  advance  his  or  her  training.  This  is 
as  much  a  cost  of  getting  the  mba  as  the  tui- 
tion. Indeed,  forgone  earnings  can  account 
for  more  of  the  cost,  since  B-school  tuition  av- 
erages, between  public  and  private  programs, 
less  than  $12,000  per  year. 

College  and  high  school  students  and  men 
and  women  enrolled  in  training  programs 
also  forgo  considerable  earnings  when  they 
are  in  school.  Forgone  earnings  appear  to 
account  for  more  than  half  the  total  cost  of 
high  school  and  college  education.  Many  stu- 
dents are  tempted  to  drop  out  of  school  to 
get  j  bs  because  they  are  aware  of  how  much 
incom  they  must  give  up  to  continue  their 
education.  Free  or  reduced  tuition  alone  does 
not  provide  income  to  cover  living  expenses. 

The  total  earnings  forgone  by  students  in 


all  types  of  schools  and  programs  probab] 
exceed  3%  of  gdp.  Adding  this  to  direct  e; 
penditures  gives  a  total  human  capital  ii 
vestment  in  excess  of  15%  of  gdp,  which 
greater  than  the  physical  capital  share.  Sine 
investments  in  both  types  of  capital  amoui 
to  about  30%  of  gdp,  America's  commitmei 
to  future  generations  is  far  greater  than  usi 
al  investment  statistics  suggest.  If  other  com 
tries  included  spending  on  human  capita 
they  too  would  show  higher  investment  total 
The  U.  S.  tends  to  spend  more  than  othe 
nations  on  knowledge  and  high-level  skil 
because  its  economy  is  the  most  advance 
in  the  world.  For  example,  a  much  large 
fraction  of  American  teenagers  receive  son: 
college  education  than  youths  in  most  Eun 
pean  countries.  This  is  why  international  con 
parisons  of  investment  that  focus  only  a 
physical  capital  understate  the  efforts  of  til 
U.  S.  and  other  nations  that  spend  a  lot  o 
knowledge — and  overstate  those  of  natior 
that  emphasize  plant  and  equipment  at  th 
expense  of  people. 

SCHIZOPHRENIC  APPROACH.  Since  investmer 
in  people  is  so  important  to  growth  an 
progress,  one  might  expect  considerable  a 
tention  to  its  tax  treatment.  Yet  the  tax  cod 
takes  a  schizophrenic  approach:  On  the  on 
hand,  forgone  earnings — which  can  be  coi 
sidered  investment — entirely  avoid  taxatioi 
while  on  the  other,  tuition  and  school  fee 
are  treated  as  consumption  and  are  usuall 
not  deductible  as  contributing  to  future  skil] 
and  earnings.  Since  forgone  earnings  are  sue 
an  important  component  of  the  total  cost  ( 
human  capital  investments,  these  investment 
on  the  whole,  perhaps  unintentionally,  receiv 
more  favorable  tax  treatment  than  do  e> 
penditures  on  plants  and  equipment. 

The  Republican  Presidential  candidate 
who  advocate  cuts  in  taxes  on  savings  and  ir 
vestment  have  concentrated  on  physical  cap 
ital.  They  have  not  considered  how  a  flat  ir 
come  tax  would  affect  incentives  to  inves 
in  education  and  other  types  of  human  capita 
when  some  components  of  these  investment 
are  treated  as  consumption  and  others  are  er 
tirely  neglected. 

No  nation  can  thrive  in  the  modem  worL 
without  investing  in  its  people.  This  is  wh; 
national  statistics  on  savings  should  includ 
the  cost  of  investing  in  human  capital,  and  th 
debate  over  tax  reform  should  deal  with  th 
effects  on  people's  investments  in  themselves 
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You're  DEAD. 


What  do  you  do  NOW? 

•  .  i    .      ■       *    t         ml    ■       1  *  1 


VJ.U   1  >  V  V   I     fust  for  a  minute,  think  the 

unthinkable.  Think  about  what  will  happen  when  suddenly  you're 
not  there.  Will  the  family  that  survives  you,  survive  financially? 

Where's  the  money  going  to  come  from  when  your  income  goes 
away?  Will  your  spouse  be  able  to  pay  the  mortgage?  How  about 
the  rest  of  the  bills?  Will  the  kids  go  to  college?  Will  your  spouse  be 
able  to  retire? 

Life  insurance  isn't  for  people  who  die.  It's  for  people  who  live. 
Life  insurance  is  there  to  put  the  kids  through  college,  keep  the 
family  living  in  the  same  house,  and  help  your  spouse  retire 
comfortably,  if  you're  not  there. 

You  need  life  insurance  whether  you're  a  breadwinner  or  the 
person  at  home.  You  need  to  have  enough  to  protect  your  family 
before  you  begin  to  put  money  into  stocks,  bonds,  or  CDs.  Why? 
Because  human  beings  don't  come  with  guarantees,  but  life 
insurance  does.  Without  you,  savings  could  evaporate  in  months.  And 
your  family  could  end  up  not  living  the  happy  life  you  all  planned. 


Your  life  insurance  agent  can  give  you  a  plan  for  life.  A 
plan  that  makes  sure  the  things  you  iove  will  always  be  there 
for  the  people  you  love.  Because  no  one  plans  to  die,  but 
even'body  needs  a  plan  for  life.  No  one  knows  this  better  than 
your  professional  life  insurance  agent.  Hundreds  of  people  in 
your  community  trust  your  agent  with  their  families'  lutures. 


LIFE 


EVERYBODY  NEEDS  A  PLAN  FOR  LIFE 


LIFE    AND   HEALTH    INSURANCE    FOUNDATION    FOR  EDUCATION 


You've  got  a  lot  to  Jo  -  even  though  you  may  not  know  whatll  he  next.  So  we  created  a  computer  that  can  switch  gears 


as  quickly  as  you  need  to:  the  LTE  5000*  It's  a  Pentium®  powered  notebook  with  interchangeable  devices  that  fit  into  the  notebook 


as  well  as  the  expansion  base.  Now  you  can  choose  from  additional  hard  drives  (up  to  1.35  gigabytes),  CD-ROM  drives,  extra 


batteries,  and  floppy  drives.  And  the  unique  front  -  loading  MultiBay  can  handle  all  of  them  -  ultimately  allowing  you  to  create  the 


notebook  that's  right  for  the  task  at  hand.  Of  course  an  expansion  base  featuring  two  MultiBays  doesn't  hurt  either.  After  all, you've 


got  a  lot  to  do  -  so  get  to  work.  Interested?  Call  us  at  1-800-34^-1518  (select  PaqFax)  or  visit  our  Web  site  at  www.compaq.com. 


The   Compaq   LTE   5000.   The  Ultimate 


ed-rom    drive  dual    hard    drive  dual    battery  floppy  drive 
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book   For  Whoever  You   Happen   To  Be. 

You  get  the  jobs  no  one  else 
wants.  And  turn  them  into  the 
jobs  everyone  else  wants. 

For  those  days  when  you're 
actually  in  the  office  —  you  need 
a  computer  that  will  keep  up  with 
the  nonstop  pace  of  your  life. 


COMPAQ. 


Economic  Trends 


BY  GENE  KORETZ 

FUSSING  WITH 
THE  FUNDS  RATE 

The  Fed  keeps  missing  its  target 

On  Jan.  31,  the  Federal  Reserve 
Board's  Open  Market  Committee 
confirmed  market  expectations  by  lower- 
ing its  target  for  the  federal  funds 
rate — the  interest  rate  that  banks  pay  to 
borrow  overnight  money  from  one  an- 
other— by  25  basis  points,  to  5.25%.  So 
what's  happened  to  the  funds  rate? 

As  economist  William  V.  Sullivan  Jr.  of 
Dean  Witter  Reynolds  Inc.  points  out, 
in  the  17  trading  days  following  its  an- 
nouncement, the  Fed  was  able  to  meet 
or  exceed  its  target  on  only  two  occa- 
sions. On  the  15  other  sessions,  the  effec- 
tive funds  rate  averaged  a  full  one-eighth 
of  1%  below  the  Fed's  target. 

At  the  least,  this  suggests  that  the 
U.  S.  financial  system  is  awash  with  liq- 
uidity. Sullivan  thinks  one  reason  may 
be  the  recent  tendency  of  commercial 
banks  to  attract  more  cash  into  savings 
accounts  and  to  tap  other  sources  such  as 
large  certificates  of  deposit — thus  less- 
ening their  reliance  on  federal  funds. 

But  even  with  this  shift,  notes  Sulli- 
van, a  fundamental  question  remains: 
Does  the  lower-than-targeted  funds  rate 
reflect  a  desire  by  the  Fed  to  be  slightly 
more  accommodative  than  its  stated  in- 
tention— or  does  the  flood  tide  of  cash  re- 
flect an  unanticipated  further  slowing  of 
the  economy? 


WHERE  MEXICO 
GETS  ITS  SALSA 

Exports  are  fueling  the  recovery 

As  Mexico's  economy  finally  starts  to 
rebound,  it  is  the  nation's  export 
sector  that  is  leading  the  way,  reports 
economist  Alfredo  Thorne  of  Banco  J.  P. 
Morgan  in  Mexico  City. 

The  trend  is  underscored  by  Mexi- 
co's surprisingly  strong  trade  perfor- 
mance in  January.  While  imports  rose  to 
$6.9  billion,  nearly  8%  above  the  aver- 
age monthly  level  in  November  and  De- 
cember, exports  surged  almost  12%,  to 
$7.7  billion.  The  upshot  was  a  record 
trade  surplus  of  $779  million. 

The  results  are  impressive  for  two 
reasons:  They  come  in  the  face  of  de- 
clines in  overall  '  I.  S.  imports,  indicating 


that  Mexican  exports  are  gaining  mar- 
ket share  in  the  U.  S.  and  are  likely  to 
pick  up  more  as  the  tJ.  S.  economy  gains 
steam.  And  they  reflect  a  healthy  rise  in 
exports  to  other  countries,  which  nor- 
mally take  only  20%  of  the  total. 


DIVIDE 

AND  PROSPER 

Why  investors  like  stock  splits 

When  publicly  traded  companies  de- 
cide to  raise  capital  by  offering  ad- 
ditional shares  to  the  market,  investors 
who  snap  up  the  offerings  often  take  a 
relative  bath  (BW— Mar.  27).  But  those 
who  buy  shares  of  companies  splitting 
their  stock  do  relatively  well,  report 
economists  David  Ikenberry,  Graeme 
Rankine,  and  Earl  K.  Stice  in  a  Rice 
University  working  paper. 

Their  analysis  of  1,275  2-for-l  splits 
on  the  New  York  and  American  Stock 
Exchanges  from  1975  to  1990  revealed 
that  split  stocks  outperformed  stocks  of 
companies  of  similar  size  and  book-to- 
market  values — by  7.94%  one  year  af- 
ter the  announced  split  and  a  cumula- 
tive 12.14%  after  three  years.  Since  more 
than  97%  of  stock  splits  occurred  among 
companies  whose  shares  were  trading 
above  the  median  price  observed  for  sim- 
ilar-size companies,  the  researchers  con- 
clude that  a  prime  motive  for  splits  is  to 
maintain  share  prices  within  a  desired 
trading  range — and  thus  to  possibly  im- 
prove share  liquidity  and  marketability. 

The  post-split  performance  of  stocks 
also  suggests  that  most  managers  of 
companies  with  relatively  high-priced 
stocks  choose  to  split  them  only  if  they 
are  fairly  confident  that  the  new  share 
prices  will  not  fall  too  far — below  the 
desired  range.  So  they  tend  to  act  when 
corporate  prospects  are  favorable. 

Why  does  it  take  the  market  a  year 
to   catch   on  to 

most  of  the  favor-    HOW  SPLIT  STOCKS 
able  information       BEAT  THE  PACK 

implicit  in  split  12 
announcements? 
Since  stocks  usu- 
ally appreciate 
about  3.4%  when 
the  splits  are  first 
unveiled,  the  re- 
searchers conclude 
that,  at  least  in- 
itially, investor  en- 
thusiasm is  tern-  0 

1  ,  1  YEAR  2  YEARS  3  YEARS 

pered    with    a  ^percent 
healthy  degree  of 
skepticism. 


DATA  DAVID  IKENBERRY 


SQUEEZING  OUT 
JOE  SIX-PACK 

U.S.  factories  will  keep  losing  jobs 

In  many  respects,  U. S.  manufacturers 
appeal-  to  be  in  their  most  competitive 
shape  in  decades — thanks  to  such  fac- 
tors as  restructuring,  technology  invest- 
ment, improved  productivity,  and  curren- 
cy realignment.  But  while  this  suggests 
that  industrial  output  will  accelerate  in 
the  decade  ahead,  it  does  not  mean  the 
factory  sector  will  stop  losing  jobs. 

That  is  the  implicit  message  of  recent 
Labor  Dept.  projections,  which  forecast 
that  manufacturing  output  will  expand 
at  an  average  annual  rate  of  2%  from 
1994  to  2005— up  from  just  1.7%  in  the 
prior  15  years.  This  implies  that  manu- 
facturing's share  of  national  output,  which 

MORE  OUTPUT, 
BUT  EVEN  FEWER  JOBS 

U.S.  MANUFACTURING 
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fell  from  around  20%  in  1979  and  18.5% 
in  1994,  will  stop  shrinking  and  stay  close 
to  its  1994  level  in  2005. 

On  the  other  hand,  with  factory  labor 
productivity  expected  to  rise  at  a  heady 
2.7%  annual  rate,  manufacturing  indus- 
tries will  continue  to  shed  workers 
through  the  decade.  The  agency  esti- 
mates that  job  losses  will  slow  to  an 
average  pace  of  119,400  a  year  from 
182,500 — the  average  annual  clip  be- 
tween 1979  and  1994.  By  2005,  the  man- 
ufacturing workforce  is  expected  to  ac- 
count for  just  12.6%  of  total  U.  S. 
nonagricultural  employment,  compared 
with  16%  in  1994,  nearly  20%  in  1979, 
and  33%  in  the  mid-1950s. 

Interestingly,  several  manufacturing 
industries  with  rising  output  are  also  ex- 
pected to  post  job  losses.  These  include 
computers  and  office  equipment,  which  is 
expected  to  shed  8,000  jobs  a  year,  and 
motor  vehicles  and  related  equipment, 
whose  employment  ranks  will  drop  by 
an  average  11,200  jobs  annually. 

The  single  biggest  job  loser:  the  appa- 
rel industry,  which  is  forecast  to  shed 
18,900  jobs  a  year  as  a  result  of  shrink- 
ing output  and  productivity  gains. 
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1FTER  THE  SOFT  PATCH,' 
FIRMER  GROUND  AHEAD 


U.S.  ECONOMY 


THE  INVENTORY  DRAG 
IS  WINDING  DOWN 


ibor 


So  where's  the  collapse?  Un- 
der the  weight  of  a  govern- 
lent  shutdown,  labor  strikes,  and  the  winter  from 
ell,  the  January  data  were  supposed  to  tumble  like 
owling  pins. 

True,  the  reports  look  weak,  but  readings  on  every- 
ling  from  retail  sales  to  housing  starts  to  industrial 
roduction  have  failed  to  cave  in  the  way  many  ana- 
rsts  had  feared.  Early-bird  February  reports  even 
Tfer  glimmers  of  a  rebound.  Add  in  the  encouraging 
•ends  in  inventories  and  foreign  trade,  and  the  econ- 
ny  appears  headed  toward  firmer  ground  as  it  crawls 
at  of  what  Federal  Reserve  Chairman  Alan 
reenspan  calls  its  "soft  patch." 

Growth  is  not  so  ebullient 
as  to  preclude  further  cuts  in 
interest  rates,  however.  That's 
especially  true  with  January 
inflation  remaining  so  tame  at 
both  the  producer  and  the 
consumer  levels. 

The  economy's  softness  was 
evident  in  the  fourth  quarter. 
The  Commerce  Dept.  reported 
that  real  gross  domestic  prod- 
uct grew  at  an  annual  rate  of 
ily  0.9%  last  quarter,  down  from  a  sturdy  3.6%  pace  in 
e  third  quarter.  First-quarter  growth  could  come  in 
ren  worse. 

But  look  beneath  the  fourth  quarter's  headline  num- 
;r  and  you'll  see  why  the  early  first-quarter  data  are 
lding  up  better  than  expected  and  why  the  second- 
larter  outlook  is  a  lot  brighter. 

RST,  WHILE  CONSUMER  SPENDING  slowed  from 

2.8%  pace  to  only  0.8%,  the  monthly  retail  sales  data 
ow  that  shoppers  ended  the  fourth  quarter  on  a  sol- 
note.  January  sales,  while  down,  still  began  this 
tarter  above  last  quarter's  level.  And  February  re- 
rts  look  promising. 

Another  big  drag  on  fourth-quarter  gdp  was  slower 
/entory  growth,  but  that's  a  plus  for  1996  production, 
isinesses  have  been  adding  to  their  stockpiles  at  a  re- 
ced  rate  for  a  year  and  a  half  ( chart).  The  fourth- 
arter  pace  was  close  to  the  historical  norm,  sug- 
sting  that  the  inventory  adjustment  is  nearly  finished, 
cept  for  a  lingering  problem  in  the  auto  industry. 
Also,  a  sharp  drop  in  spending  by  the  federal  gov- 
ament  overshadowed  accelerations  in  the  growth  of 
siness-equipment  investment  and  exports.  The  shut- 
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down  accounted  for  some  of  the  12%  plunge  in  gov- 
ernment demand,  but  defense  spending  also  took  a 
dive.  Excluding  the  federal  government — less  than  7% 
of  GDP — the  economy  grew  nearly  2%  last  quarter,  and 
overall  demand  increased  almost  3%. 

A  lot  of  that  demand  came  from  overseas.  Fourth- 
quarter  exports  grew  10.9%,  and  the  pace  accelerated  in 
each  quarter  of  1995.  At  the  same  time,  imports  slowed 
in  each  successive  quarter,  with  almost  no  growth  at 
yearend.  The  December  trade  deficit  rose  slightly  to 
$6.8  billion,  from  $6.7  billion  in  November,  but  those 
two  readings  were  the  lowest  in  two  years. 

As  a  result,  fourth-quarter  net  exports  posted  the 
largest  quarterly  improvement  in  five  years.  Exports 
should  continue  to  grow  faster  than  imports  in  1996, 
providing  another  prop  under  economic  growth. 

Japan's  fast-shrinking  trade  surplus  with  the  U.  S.  has 
accounted  for  some  of  the  narrowing  in  the  U.  S.  gap. 
After  factoring  in  seasonal  adjustment  by  business 
week,  data  from  Japan's  Ministry  of  Finance  show 
that,  in  the  three  months  ended  in  January,  the  surplus 
averaged  $2.7  billion.  That's  down  42%,  from  $4.5  billion 
in  the  same  period  a  year  ago  (chart).  Further  im- 
provement is  likely. 

In  addition,  Mexico's  recession  shows  signs  of  having 
bottomed  out.  That  means  the  drag  on  U.  S.  exports 
created  by  the  peso  crisis  is  easing. 

HELP  FROM  TRADE  and  inventories  is  always  wel- 
come, of  course,  but  consumers  account  for  two-thirds 
of  gdp.  Although  economic  anxiety  may  fill  this  year's 
Presidential  campaign  rhetoric  (page  50),  there  is 
nothing  particularly  worrisome  in  the  recent  trend 
of  income  growth,  and  consumers  are  confident  enough 
to  help  move  the  expansion  forward. 

True,  retail  sales  slipped 
0.3%  in  January,  as  snow- 
weary  consumers  put  off  pur- 
chasing big-ticket  items,  but 
spending  in  November  and 
December  was  revised  high- 
er. January  sales  of  nondurable 
goods  rose  0.2%,  led  by  in- 
creased buying  at  grocery 
stores  and  pharmacies.  The 
weekly  store  surveys  done  by 
Mitsubishi  Bank/Schroder 
Wertheim  and  the  Johnson  Redbook  Service  indicated 
that  retail  buying  bounced  back  in  February. 

So  did  confidence.  The  Conference  Board's  index  of 
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consumer  confidence  jumped  back  to  97  in  February,  re- 
gaining nearly  all  of  its  11-point  tumble  in  January,  to 
88.4  (chart).  The  indexes  of  consumers'  appraisal  of 
current  conditions  and  expectations  for  the  future  both 
rebounded. 

Optimism  may  be  holding  at  a  fairly  high  level  be- 
cause income  growth  hasn't  folded  even  with  the  slow- 
down in  job  gains.  In  1995's  second  half,  real  disposable 
income  grew  at  a  4%  annual  rate,  more  than  double  the 
1.8%  pace  of  spending.  Because  work  time  fell  during 
the  blizzard,  January  personal  income  likely  suffered 
from  frostbite.  February's  jump  in  confidence,  however, 
suggests  that  earnings  haven't  dried  up. 

STEADY  INCOME  GROWTH  and  high  expectations 

help  to  explain  the  unexpected  4.4%  increase  in  housing 
starts  in  January,  to  an  annual  rate  of  1.45  million. 
Given  the  bad  weather,  starts  were  expected  to  have 
dropped  sharply.  But  California's  recovery  buoyed  the 
total:  Housing  starts  in  the  West  increased  a  big  15.2% 
in  January. 

Like  retailing,  housing  started  this  quarter  above 
its  fourth-quarter  average.  However,  the  recent  sell-off 
in  the  bond  market,  if  not  reversed,  may  hinder  future 
activity.  The  30-year  fixed  mortgage  rate  is  above  7.2% 
again,  and  loan  applications  to  buy  a  home  have  fallen 
since  December,  even  though  refinancing  activity  con- 
tinues to  rise. 


MEXICO 


SPIRITS  THAW 
AFTER  THE  BLIZZARE 


The  best  signal  that  bond  yields  will  probably  h< 
down  again  in  coming  months  is  that  low  inflatior 
giving  the  Federal  Reserve  the  room  it  needs  to 
short-term  rates.  The  producer  price  index  of  finis! 
goods  rose  0.3%  in  January,  but  excluding  energy  i 
food,  the  core  index  fell  0.1%.  Except  for  a  jump 
energy  costs,  price  pressures  further  back  in  the  p 
duction  pipeline  were  generally  subsiding. 

Higher  energy  prices  also 
lifted  the  January  consumer 
price  index.  The  cpi  rose  0.4% 
in  the  month,  as  energy  costs 
jumped  2.1%.  Excluding  ener- 
gy and  food,  the  core  index 
rose  0.3%,  but  part  of  that  in- 
crease reflects  an  unusually 
large  0.7%  surge  in  apparel 
prices.  Clothing  prices  barely 
rose  during  1995,  and  with  too 
many  apparel  stores  compet- 
ing for  customers,  the  January  increase  looks  liki 
quirk  in  the  data. 

There's  no  question  that  the  economy  hit  a  bumf 
the  road  at  the  end  of  1995,  and  a  host  of  special  1 
tors  have  made  the  winter  months  difficult  to  read.  ] 
as  new  data  are  now  beginning  to  show,  the  we 
ness  is  not  so  serious  that  the  economy  cannot  si 
back  into  a  higher  gear  this  spring. 
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CRAWLING  OUT  FROM  UNDER 


After  last  year's  economic  free 
fall,  some  analysts  say  that  a 
turnaround  has  begun  in  Mexico. 
But  any  upturn  will  be  modest 
and  slow-going. 

Real  gross  domestic  product 
shrank  6.6%  last  year. 
However,  seasonally 
adjusted  gains  in  the 
third  and  fourth  quar- 
ters suggest  that  the 
worst  times  were  back 
in  the  spring  (chart). 
The  monthly  data  also 
show  the  improve- 
ment. Both  industrial 
activity  and  construc- 
tion, one  of  the  sectors 
hit  hardest  in  the  recession 
creased  in  November. 

Mexico's  upturn  will  not  be 
smooth,  however.  The  Finance 
Ministry  admits  that  with  con- 
sumer demand  weak,  first-quarter 


THE  RECOVERY  HAS 
A  LONG  WAY  TO  GO 
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GDP  will  drop  between  2%  and  3% 
from  a  year  ago.  More  than  1  mil- 
lion people  were  thrown  out  of 
work  last  year,  and  neither  gov- 
ernment employment  plans  nor 
capital-intensive  exporters  will 

offset  that  loss.  Work- 
ers have  lost  more 
than  20%  of  their  pur- 
chasing power  since 
the  December,  1994, 
peso  devaluation.  Pri- 
vate forecasts  expect 
prices  to  rise  an  addi- 
tional 30%  in  1996. 

Officials  are  count- 
ing on  strong  exports 
to  achieve  the  govern- 
ment's 3%  growth  target  for  all  of 
1996.  Early  data  show  that  ex- 
ports grew  28%  in  January  from  a 
year  ago.  That's  in  line  with  last 
year's  29%  spurt,  which  made  up 
for  some  of  1995's  16%  estimated 
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drop  in  domestic  demand.  The 
January  trade  figures  also  show  ; 
16%  rise  in  imports  of  raw  mate- 
rials and  components,  a  sign  that 
industry  is  planning  to  lift  output 
Rising  inflation  complicates  the 
outlook.  The  peso,  now  stable  at 
about  7.5  to  the  dollar,  will  likely 
weaken  this  year,  and  the  Bank  c 
Mexico  will  have  to  keep  mone- 
tary policy  tight.  That  may  pro- 
long the  banking  crisis  by  limitin 
credit  as  banks  struggle  to  bring 
past-due  loans  under  control.  Onl 
the  flow  of  foreign  funds  into  fi- 
nancial markets  will  lower  inter- 
est rates  enough  to  spark  interna 
investment.  But  that  won't  come 
until  investors  are  sure  of  the  re- 
covery's viability.  For  1996,  Mexi- 
co's exports  will  be  about  the  onl; 
bright  spot  in  a  fragile  economy. 

By  Elisabeth  Malki 
in  Mexico  Cit 
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PRIMARIES 


Plagued  by  widening  internal  As- 
sures and  a  group  of  battered 
candidates  who  refuse  to  fade 
away,  the  Republican  Presiden- 
tial primary  saga  is  turning  into 
a  horror  classic:  The  Undead. 
In  one  week,  publisher  Steve  Forbes 
has  gone  from  politically  moribund  to 
resurrected,  thanks  to  wins  in  Delaware 
on  Feb.  24  and  in  Arizona  on  Feb.  27. 
One  week,  populist  Pat  Buchanan  is 
slashing  his  way  to  contention  in  New 
Hampshire,  then  he  stumbles  in  Marlbo- 
ro Country,  losing  Arizona  to  Forbes. 
Fractured  front-runner  Bob  Dole,  reel- 
ing after  a  string  of  early  losses,  sud- 
denly springs  back  to  life  in  the  Dako- 
tas — and  positions  himself  for  a 
comeback  on  Mar.  2  in  South  Carolina. 
Meanwhile,  former  Tennessee  Governor 
Lamar  Alexander  hangs  on. 

In  case  everyone  had  forgotten,  the 
gop  race  was  supposed  to  be  nearly  over 
by  now.  Party  leaders  engineered  the 
process  to  cram  most  key  primaries  and 
caucuses  into  February  and  March. 
Front-loading  was  supposed  to  favor  Es- 
tablishment hero  Dole.  Instead,  the 
struggle  has  become  a  marathon  that 
will  hurt  the  eventual  nominee's  chances 
against  President  Clinton  this  fall.  Some 
party  strategists  are  even  whispering 
about  a  brokered  convention,  a  sight 
Republicans  haven't  beheld  since  1952. 
SUICIDE?  That's  a  long  shot,  but  there's 
no  denying  that  the  family  feud  is  dam- 
aging the  party.  Moderates  are  fighting 
conservatives,  libertarians  are  battling 
Christian  fundamentalists,  and  country 
clubbers  are  snubbing  Buchanan's  blue- 
collar  hordes.  "We're  seeing  the  suicidal 
side  of  the  party  coming  out,"  says  Uni- 
versity of  Virginia  political  scientist  Lar- 
ry J.  Sabato.  "Republicans  are  well 
down  the  road  to  disaster." 

The  biggest  loser  from  the  interne- 
cine warfare  is  the  gop  Establishment. 
Dole,  the  Old  Guard's  standard-bearer, 
may  yet  prevail.  But  he  has  revealed 
such  profound  weaknesses  as  a  candi- 
date that  no  amount  of  reconstructive 
surgery  may  get  him  in  shape  for  the 
general  election.  "If 
Bob  Dole  is  the  nomi- 
nee, Clinton  will  eat 
him  alive,"  frets  Thom- 
as N.  Edmonds,  a  GOP  media  consultant. 

Although  Dole's  rivals  should  be 
heartened  by  his  woes,  they  have  little 
to  crow  about.  A  negative  ad  blitz  has 
exposed  the  candidates'  soft  spots,  from 
Forbes's  Daddy  Warbucks  strategy  to 
Alexander's  questionable  Tennessee  busi- 
ness deals  to  Buchanan's  fringe  ideas. 
The  result:  Exit  polls  show  nearly  half  of 
gop  primary  voters  think  none  of  their 


The  GOP  Establishment  is  terrified 
by  the  prospect  of  Dole's  collapse 
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candidates  can  beat  Clinton.  In  a  Feb.  27 
Gallup  Poll,  his  lead  over  Dole  grew  to 
16  percentage  points,  up  from  4  points  in 
a  month.  Although  the  gop  candidates' 
shared  theme  of  less  government  and 
various  prescriptions  for  a  U.S.  economy 
undergoing  a  massive  transition  (page 
50)  resonate  with  voters,  none  of  them  is 
articulating  the  message  well,  says  Bos- 
ton College  political  sci- 
entist Marc  K.  Landy. 
"The  problem  is  a  lack 
of  leadership  more 
than  anything  else." 

For  now,  Republicans  have  little  time 
to  worry  about  Clinton.  From  Mar.  2 
to  Mar.  12,  primaries  will  be  held  in  16 
states,  with  700  delegates — 35%  of  the 
total — up  for  grabs.  These  10  days  could 
reshuffle  the  gop  field  again.  Here's  how 
each  candidate  hopes  to  win: 
DOLE:  The  Kansan  still  has  the  organi- 
zation to  win  the  nomination.  He's 


MOMENT  OF  TRUTH:  Dole  could  bounc 
back  in  New  England  and  New  York 

backed  by  most  gop  governors,  whos 
political  machines  can  boost  turnout.  An 
polls  show  that  Dole  remains  the  favoi 
ite  of  rank-and-file  Republicans.  The  ke? 
getting  Alexander,  who  is  cutting  int 
his  base,  to  quit.  "If  all  these  candidate 
who  can't  win  stay  in,  they'll  help  Buchi 
nan,"  says  ex-South  Carolina  Governo 
Carroll  Campbell,  a  Dole  backer. 

Dole  needs  to  fend  off  Forbes  in  Ne-* 
York  on  Mar.  7  and  then  capture  Flor 
da  and  Texas  on  Super  Tuesday  fiv 
days  later.  That  would  give  him  mc 
mentum  in  the  Mar.  19  primaries  in  th 
Midwest.  If  all  goes  according  to  plar 
Dole  could  wrap  up  the  nomination  i 
California  on  Mar.  26.  One  problen 
Having  spent  an  estimated  $30  millio: 
through  February,  Dole  may  hit  his  $3 
million  primary  spending  cap  by  Supe 
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Who  Brings  What 
to  the  Party 

BOB  DOLE 

STRENGTHS:  Strong  organization  in  key 
primary  states  in  New  England  (Mar.  5) 
and  in  New  York  (Mar.  7);  positions  ac- 
ceptable to  most  Republicans. 
WEAKNESSES:  Lackluster  campaigner; 
faces  money  crunch  in  expensive  media 
markets,  possibly  starting  with  New  York. 

STEVE  FORBES 

STRENGTHS:  Reaganesque  message  of  eco- 
nomic optimism;  won  in  Arizona  and  Del- 
aware;, self-financed  outsider. 
WEAKNESSES:  Wooden;  lacks  political  expe- 
rience; may  have  trouble  winning  votes  in 
Georgia  on  Mar.  5  and  five  other  Southern  states  on  Mar.  12. 

PAT  BUCHANAN 

STRENGTHS:  Charisma;  won  New 
Hampshire  and  was  second  in  Iowa; 
connects  with  hard-core  GOP  conserv- 
atives and  blue-collar  Democrats. 
WEAKNESSES:  Extremist  rep  will  hurt 
in  New  England  and  New  York; 
viewed  as  weakest  against  Clinton. 

LAMAR  ALEXANDER 

STRENGTHS:  A  younger  Bob  Dole;  may  be 
stronger  than  expected  in  his  native 
South;  matches  up  well  against  Clinton. 
WEAKNESSES:  Limited  grassroots  organi- 
zations in  key  states;  cash  crisis  may 
force  him  out  before  important  Mar.  12 
Southern  primaries. 


esday,  which  would  limit  his  ability  to 
i  y  TV  spots  in  remaining  megastates. 
iRBES:  There's  good  reason  the  mil- 
naire  publisher  is  humming  /  Love 
i  w  York.  Dole's  Empire  State  allies 
sd  to  make  it  all  but  impossible  for 
ler  candidates  to  get  on  the  primary 
lot.  But  Forbes  triumphed  over  the 
-ty  bosses  in  court,  and  he's  hoping 
!  win  again  at  the  polls.  Although  Dole 
!  the  support  of  Senator  Alfonse  M. 
I  \mato  and  Governor  George  Pataki, 
I  rbes  has  his  checkbook.  He'll  rely  on  a 
I  tly  media  blitz  that  trumpets  his  opti- 
itic  economic  message  and  his  hostility 
'the  Washington  political  culture." 
[f  he  upsets  Dole  in  New  York, 
.  rbes  figures  the  bump  will  help  him 
!  )ck  off  the  Kansas  candidate  in  the 
I  iwest.  Then  Forbes  gets  his  dream 
1  tchup:  a  showdown  with  Buchanan 
1  California's  winner-take-all  contest, 
|  h  163  delegates  at  stake. 


BUCHANAN:  The  strategy  here  is  to 
count  on  a  continued  splintering  of  the 
gop  field,  which  would  allow  Buchanan 
to  pile  up  delegates.  His  main  hope  is  to 
sweep  the  South,  where  Christian  con- 
servatives hold  sway.  A  key  test  will 
be  Georgia  on  Mar.  5.  The  big  prize 
comes  a  week  later  in  Texas,  where  the 
withdrawal  of  home-state  Senator  Phil 
Gramm  from  the  race  has  opened  up  a 
big  bloc  of  delegates.  Buchanan  also  is 
counting  on  blue-collar  economic  anxie- 
ties to  produce  upsets  in  New  England 
and  the  Midwest. 

ALEXANDER:  Although  he  hasn't  man- 
aged to  finish  better  than  third  any- 
where and  is  running  out  of  cash,  the 
"new  ideas"  Tennessean  still  dreams  of 
inheriting  the  center  if  Dole  collapses. 
Alexander  "needs  to  become  the  alterna- 
tive to  Buchanan,"  says  campaign  poll- 
ster Whit  Ayres.  How?  Alexander's  sce- 
nario has  him  crippling  Dole  with  wins 


in  Georgia  and  Florida,  besting  Forbes 
in  the  Midwest,  and  then  snaring  Cali- 
fornia. Party  pros  say:  Dream  on. 

Of  course,  no  party  can  tolerate  a 
four-way  slugfest  like  this  for  long.  The 
trouble  for  Dole  and  the  Establishment 
is  that,  Alexander  aside,  three  of  the 
four  combatants  seem  determined  to  go 
the  distance.  Buchanan's  effort  is  a  low- 
overhead  guerrilla  campaign.  Forbes  is 
capable  of  spending  upwards  of  $60  mil- 
lion, at  his  current  clip.  And  Dole,  run- 
ning his  last-chance  Presidential  cam- 
paign, won't  give  up  easily.  "The 
danger,"  says  gop  pollster  Frank  I. 
Luntz,  "is  that  the  candidates  chew  up 
and  then  spit  each  other  out,  leaving 
the  party  in  pieces."  The  only  contender 
likely  to  be  clapping  after  this  show 
ends:  the  Arkansan  in  the  White  House. 

By  Richard  S.  Dunham  in  Columbia, 
S.C.,  with  Lee  Walczak  in  Mesa,  Ariz., 
and  Susan  B.  Garland  in  Washington 


BUSINESS  WEEK  /  MARCH  11,  1996  27 


News:  Analysis  &  Commentary 


THE  ELECTORATE 


SOUTHERN 
DISCOMFORT 


Buchanan's  populism  resonates  with  South  Carolina's  workers 


There's  the  Chamber  of  Commerce 
version  of  South  Carolina,  and  then 
there's  the  version  that  Brent  Little 
sees  as  he  tours  the  state  repairing  the 
air-conditioning  at  textile  plants.  The 
Chamber  spouts  glossy  statistics  about 
record  economic  growth  and  foreign  in- 
vestment. But  just  last  summer,  Little 
saw  four  textile  mills  on  his  route  close 
down — and  more  shutdowns  loom. 
"Everywhere  you  go,  everybody's  ei- 
ther running  slow  or 
scared  they're  going  to 
shut  down,"  says  Little. 
"We  pay  politicians  loads 
of  money,  and  they  just 
get  us  deeper  in  trouble." 

Little  is  based  in  Cam- 
den, S.C.,  pop.  7,000,  a 
microcosm  of  the  state  as 
it  prepared  to  vote  in  its 
Mai'.  2  GOP  primary.  There 
are  new  foreign-owned 
companies.  There  is  old 
money  in  the  horse  coun- 
try north  of  town.  There's 
a  poor  African-American 
underclass. 

TOUGH  TALK.  Most  impor- 
tant in  this  election  sea- 
son, there's  a  feeling  in 
Camden  that  except  for 
Pat  Buchanan,  politicians 
don't  really  know  what's 
good  for  the  town,  the 
state,  or  the  country. 
Sure,  job  creation  in 
South  Carolina  is  at  a  30- 
year  high,  and  new  jobs 
are  paying  a  third  more 
than  the  old  ones.  But  at 
Camden's  DuPont  Co.  tex- 
tile plant,  employment  is 
just  a  third  of  its  peak 
level,  and  a  new  round  of 
layoffs  is  expected  this 
month.  "We're  losing  jobs 
now.  The  textile  people 
are  catching  it,  and  no- 
body has  been  listening  to 
them,"  says  Philip  Minges 
Jr.,  Camden's  mayor. 

That  could  be  bad  news 
for  Bob  Dole.  Dole  has 
lined  up  Senator  Strom 
Thuirnond,  Governor  Da- 


vid M.  Beasley,  and  former  Governor 
Carroll  A.  Campbell  Jr.,  as  well  as  funda- 
mentalist Christian  leaders,  behind  his 
campaign.  But  his  message  rings  hollow 
in  Camden.  "Dole  is  wishy- 
washy.  He  doesn't  say  what 
he's  for,"  gripes  Claude  H. 
Boykin,  who  repairs  Studebaker  cars  in  a 
shop  his  father  founded.  "He's  got  a 
background  of  backing  down." 

Steve  Forbes  is  also  hard  for  many 


ELECTION  '96 


What  Camden  Has  to  Say 


"[Forbes]  is 
a  one-issue 
candidate, 
and  his  one 
issue  I  have 
reservations 
about. " 
DALE  THIEL 

Stable  owner 


"[Buchanan] 
is  way  out  there. 
I  couldn't  vote 
for  him. " 

SHIRLEE  MILLS 

Factory  worker  (with 
her  husband,  Joe) 


"We're  losing  jobs 
now.  The  textile 
people  are 
catching  it..." 
PHILIP  MINGES  JR. 

Mayor 


to  swallow.  He  hasn't  campaigned  i 
the  state,  and  people  don't  like  his  nej 
ative  ads.  And  the  wealthy  publisher 
privileged  background  and  overwhelm 
ing  focus  on  a  fiat  tax  leave  peop 
cold.  "He's  a  one-issue  candidate,  an 
his  one  issue  I  have  reservatior 
about,"  says  Dale  Thiel,  owner  of  Da 
Thiel  Stables.  JoAnn  Harris,  owner  i 
the  Maid  of  Honor  cleaning  servic 
agrees.  "I  thought  about  Steve  Forb( 
to  begin  with,"  she  says.  "But  I'm  ft 
someone  who's  for  the  mainstrea: 
American.  I'm  not  wealthy,  and  I'm  n< 
dirt  poor,  and  I  wai 
someone  who  knows  wh; 
that's  like." 
Enter  Buchanan.  These  days,  he's  tl 
talk  of  Camden.  He  mixes  his  messagi 
of  protectionism,  nativism,  and  extren 
anti-abortionism  with  made-to-ord( 
South  Carolir 
riffs  supportir 
all-male  enrol 
ment  at  the  Ci 
adel  militai 
school  and  tl 
state's  right  I 
fly  the  Confede 
ate  flag.  "Buch 
nan  is  stealir 
the  class  wa 
fare  thing  fro: 
the  Democrats 
marvels  Thiel. 

Buchanan 
populist  rallyir 
cries  work  we 
with  many  vo 
ers  such  as  tr 
workers  at  tl" 
DuPont  plan 
But  some  say  Buchanan 
too  extreme.  "He's  wa 
out  there.  I  couldn't  vol 
for  him,"  says  Shirlee 
Mills,  a  27-year  veteran  i 
the  DuPont  plant.  At  tl 
nearby  AlliedSignal  In 
plant,  maintenance  mi 
chanic  Jerry  Bragg  wide: 
stands  that  protectionisi 
is  flawed. 

Still,  Bragg  fine 
Buchanan's  passion  wh 
ning.  "Pat  may  be  a  litfc 
extreme,  but  at  least  r, 
says  what  he  believes  i 
instead  of  what  peop] 
want  to  hear,"  says  Brag 
So  far,  Buchanan  s  mei 
sage  could  be  a  winner  i 
Camden — and  towns  lilt 
it  all  across  the  South. 

By  David  Greising  i 
Camden,  S.  C. 
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OFF  GUARD:  The 

rate  spike  rattled 
investors,  but  a 
slow  economy 
and  low  inflation 
are  positive  for 
the  bond  market 


"EMPORMY  INSANITY 
N  BONDS 

he  sell-off  may  be  scary,  but  it's  not  the  birth  of  a  bear  market 
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all  Street  hadn't  seen  anything 
like  it  since  the  bond  market 
bloodbath  of  two  years  ago.  In 
lly  two  weeks,  prices  plunged  nearly 
>0  on  each  $1,000  bond,  driving  the 
eld  on  the  benchmark  30-year  U.  S. 
easury  bond  from  6.03%  to  6.47%. 
Ve  had  thought  the  next  general 
ove  in  interest  rates  would  be  up," 
ys  Ian  A.  MacKinnon,  who  is  respon- 
se for  the  management  of  $70  bil- 
>n  in  fixed-income  funds  at  Vanguard 
roup.  "But  we  were  not  prepared  for 
e  magnitude  or  the  suddenness  of 
e  move." 

Just  about  every  major  player  in  the 
md  market  would  agree  with  MacKin- 
m.  Trouble  is,  that's  what  they  said 
early  1994,  at  the  beginning  of  what 
rned  out  to  be  the  worst  year  for 
mds  in  six  decades.  That's  why  the 
;est  spike  in  rates  has  sent  shivers 
wn  the  spines  of  many  bond  investors 
d  thrown  cold  water  on  the  super- 
ated  stock  market.  But  if  the  first 
ro  months  of  1994  and  1996  look  un- 
mfortably  alike,  rest  assured:  The  sell- 
f  is  not  the  start  of  a  new  bear  mar- 
t.  'We're  still  on  the  long-term  secular 
th  of  disinflation,"  says  William  H. 
■oss,  the  chief  investment  officer  for 
5  billion  in  fixed-income  accounts  at 
»ico  Advisors  L.  P.  and  a  bond-market 
11.  "Nothing's  changed  in  recent  weeks 
at  would  alter  that." 
A  short-term  drop  in  bond  prices 


should  not  have  come  as  a  total  sur- 
prise. Bonds  had  been  on  one  hell  of  a 
roll,  with  prices  climbing  35%  and  rates 
falling  from  8.2%  to  6%  in  a  little  more 
than  a  year  without  a  significant  cor- 
rection along  the  way. 

Part  of  that  rise  came  from  hedge 
funds.  These  private  partnerships,  which 
are  generally  run  for  the  benefit  of  high- 
net-worth  individuals,  were  buying  U.  S. 
Treasuries  on  money  borrowed  at  rock- 
bottom  interest  rates  in  Japan.  That 
was  a  sophisticated  investment  scheme 
that  depended  on  Japanese  interest 
rates  staying  low,  the  dollar  remaining 
strong,  and  bonds  at  least  holding  their 
prices.  But  in  recent  weeks,  Japanese 
rates  have  risen  and  the  dollar  has 
weakened.  Particularly  hard  hit  are  the 
funds  that  make  big  investment  bets 
on  macroeconomic  trends  in  bonds  and 
currencies.  "There  are 
some  'macro'  funds 
with  as  much  as  25% 
loss  in  February,"  says 
Steven  Lonsdorf,  exec- 
utive vice-president  of 
Van  Hedge  Fund  Ad- 
visors Inc.  George 
Soros'  Quantum  Fund, 
the  largest  of  the  mac- 
ro funds,  is  down 
roughly  8%  for  Febru- 
ary. Tiger  Manage- 
ment's funds  were  even 
for  the  month. 


BUMPING  UP 


6.6- 


YIELD  ON  30-YEAR 
GOVERNMENT  BONDS 


o1  '  »  ' 
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Worried  about  the 
possibility  of  further 
dumping  by  hedge 
funds,  many  other 
bond  investors  have 
been  apprehensive 
about  stepping  up  and 
buying.  "A  6%  yield 
offers  no  protection  against  adverse  de- 
velopments," warns  John  P.  Lipsky,  chief 
economist  at  Salomon  Brothers.  "So  any 
bad  news  hits  the  market  pretty  hard." 

The  Presidential  election  hasn't 
helped  matters.  Until  recently,  Wall 
Street  assumed  that  Senator  Bob  Dole 
was  a  shoo-in  for  the  Republican  Presi- 
dential nomination  and  that  there  would 
soon  be  a  balanced-budget  accord — the 
Holy  Grail  of  the  bond  market  crowd. 
But  now  Dole,  the  candidate  who  was 
the  strongest  advocate  of  a  balanced 
budget,  is  weakened,  and  the  budget  is 
a  nonissue  with  his  chief  challengers. 
Publisher  Steve  Forbes  espouses  a  flat 
tax  and  supply-side  economics,  and 
right-wing  firebrand  Pat  Buchanan  rants 
and  rails  against  Wall  Street  and  big 
business. 

BUYING  OPPORTUNITY.  The  economy  is 
also  perplexing  some  investors.  Federal 
Reserve  Chairman  Alan  Greenspan's 
delphic  testimony  before  Congress  on 
Feb.  20  and  21  led  many  to  conclude 
that  the  next  Fed  easing — perhaps  at 
the  March  meeting — will  be  its  last, 
leaving  the  rate  at  which  banks  lend  to 
one  another  overnight  around  5%.  The 
market  had  been  hoping  for  subsequent 
cuts,  so  many  disappointed  investors 
sold  out. 

Others,  though,  think  the  economy  is 
unlikely  to  show  much  strength,  and 
could  even  be  heading  toward  a  reces- 
sion. That's  good  news  for  bonds.  "The 
amount  of  borrowing  has  been  going 
down,  banks  are  tightening  credit  stan- 
dards, and  delinquencies  for  credit  cards 
and  mortgages  are  going  up,"  says  John 
Capodici,  a  senior  bond  manager  at 
Glickenhaus  &  Co.  "That's  all  positive 
for  the  bond  market." 

So  is  the  inflation  outlook.  The  January 
producer  price  index  came  in  at  0.3%, 
lower  than  many  economists  had  fore- 
cast, and  the  consumer 
price  index  of  0.4% 
shows  inflation  is  still  in 
check.  If  that  kind  of 
favorable  inflation  news 
continues,  investors 
could  start  buying  again 
in  spite  of  the  political 
turmoil.  Indeed,  the  cur- 
rent bond  market  woes 
may  turn  out  like  most 
corrections — an  excel- 
lent buying  opportunity. 

By  Jeffrey  M.  Lader- 
man  in  New  York 
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News:  Analysis  &  Commentary 


Chrysler 


Last  year,  it  came  out 
with  a  line  of  roomy 
vans  with  sliding  doors 
on  both  sides  that  are 
the  hottest  sellers  in 
the  market. 

PRICE  RANGE 

$17,185  to  $30,755 

MARKET  SHARE 


AUTOS 


AN  EMBARRASSMENT 
OF  MINIVANS 

New  models  keep  rolling  into  a  market  that's  nearly  saturated 


General  Motors  Corp.  has  barely 
been  a  player  in  minivans,  one  of 
Detroit's  hottest  markets.  Of  the 
1.2  million  minivans  sold  annually, 
Chrysler  Corp.  has  been  ringing  up  the 
lion's  share  while  turning  its  boxy  Cub 
Scout-haulers  into  increasingly  sophisti- 
cated vehicles.  Ford  Motor  Co.  joined 
the  fray  in  earnest  a  few  years  back 
with  the  aerodynamic  Ford  Wind- 
star  and  the  sleek  Mercury  Vil- 
lager. But  gm  has  lagged,  reap- 
ing a  measly  16%  market  share 
with  its  needle-nosed  apv  mini- 
vans,  often  derided  as  "dust- 
busters"  or  "anteaters." 

That's  about  to  change.  On 
Mar.  5,  gm  will  unveil  the  first  of 
its  new  minivans  at  the  Geneva 
Motor  Show.  The  new  vans  are 
gm's  bid  to  become  a  contender 
in  the  $28  billion  minivan  market 
for  the  first  time.  The  new 
Chevrolet  Venture,  Pontiac  Trans 
Sport,  and  Oldsmobile  Silhouette 
will  offer  lots  of  amenities  and 
more  conventional  styling. 
TOOTH  AND  CLAW.  "It  will  be  a 
much  better  vehicle  than  the  old 
anteater,"  says  Chrysler  Presi- 
dent Robert  A.  Lutz.  "I  have  no 
doubt  the  new  gm  minivan  will 
be  much  more  competitive." 
dri/Mc(  iraw-Hill  analyst  Lincoln 
Merrihew  sees  General  Motors 


gaining  about  six  points  of  market  share 
by  1997. 

Such  tooth-and-claw  market-share 
battling  is  a  sign  of  a  new  development: 
The  minivan  market  is  hitting  the  satu- 
ration point.  Along  with  gm,  the  Japan- 
ese will  be  jumping  in  with  new  models. 
And  as  the  fighting  gets  fearsome,  any 
company  without  a  key  new  feature — 


Its  main  model,  the 
Windstar,  has  neat  looks, 
but  the  company  is 
spending  $560  million  to 
retrofit  a  second  sliding 
door.  Sales  are  sagging. 


Next  fall,  it  plans  to 
bring  out  a  line  of 
stylish,  feature-laden 
vans.  That  should  bol- 
ster sales  in  a  segment 
where  it  has  been  weak. 


PRICE  RANGE 

$20,170  to  $27,845 

MARKET  SHARE 


PRICE  RANGE 

$19,939  to  $26,020 

MARKET  SHARE 


such  as  sliding  doors  on  both  sides 
the  van — is  in  jeopardy.  Witness  For 
which  must  spend  a  punishing  $560  m 
lion  to  retrofit  a  second  door  on  i 
Windstar  model.  Merrihew  figures  nea 
ly  all  of  gm's  gains  will  come  at  the  e: 
pense  of  Ford.  Lehman  Brothers  analy 
Joseph  S.  Phillippi  estimates  that  Foi 
turns  a  profit  of  about  $2,500  on  ea< 
Windstar  it  sells — and  he  expects  tl 
new  gm  entries  to  cut  into  that. 

The  pressure  on  weak  players  w 
only  intensify  with  time.  Chrysler,  tl 
undisputed  minivan  leader,  pioneere 
double  sliding  doors  on  its  latest  model 
which  are  a  smash  hit.  It  enjoys  gro: 
margins  averaging  $7,000  per  miniva 
well  above  the  industry  average  < 
$3,000,  says  Phillippi.  Sales  of  ful 
loaded  top-of-the-line  Town  &  Count] 
vans,  which  sell  for  upwards 
$30,000  and  boast  margins  a] 
proaching  $10,000,  are  sudden 
spurting.  Analysts  also  expect  G 
to  make  money  on  minivai 
when  its  new  models  arrive. 
COSTLY  MISCUE.  Meanwhil 
Japanese  carmakers  will  sta: 
turning  out  made-in-Ameri< 
models  next  year.  They'll  ha\ 
double  doors,  too,  and  are  wide 
expected  to  be  more  price-con 
petitive  than  current  Japanes 
minivans,  which  start  at  aboi 
$24,000.  Toyota  Motor  Corp.  w. 
make  a  minivan,  based  on  il 
Camry  sedan,  at  its  Georgetow 
(Ky.)  plant  for  sale  in  1997.  Hone 
Motor  Corp.  will  follow  in  19i 
with  a  minivan  from  its  Allistc 
(Ont.)  factory. 

In  such  a  competitive  enviroi 
ment,  Ford  is  showing  how  cost! 
a  minivan  miscue  can  be  thei 
days.  Despite  its  $560  million  ii 
vestment,  it  will  not  have  a  se 
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>nd  sliding  door  ready  for  two  and  a 
lalf  more  years.  The  reason:  it  must 
•eengineer  the  entire  side  of  its  van, 
•einforcing  the  body  structure,  moving 
he  fuel  system,  and  rerouting  the  air 
onditioning,  then  recertifying  it  with 
ederal  crash  tests.  Ross  H.  Roberts, 
'"ord  Div.  general  manager,  maintains 
hat  the  company  can't  slight  other  fu- 
ure  models  to  rush  the  Windstar  redo 
ny  sooner.  "We  have  so  much  product 
i  the  pipeline  that  is  so  important  to 
he  Ford  Motor  Co.  that  to  just  drop 
verything  and  go  and  do  this  is  not  in 
ur  best  interest,"  says  Roberts. 

For  the  next  few  years,  Ford  will 
mp  along  with  a  three-door  Windstar 
porting  a  $100  million  interim  fix — an 
nlarged  driver's  door.  Meanwhile,  ana- 
rst  Christopher  W.  Cedergren  of  Au- 
)Pacific  Inc.  in  Santa  Ana,  Calif.,  pre- 
icts  that  to  stay  in  the  game,  Ford 
ill  have  to  increase  the  $1,000  rebate  it 
ffers  on  Windstars.  Though  Roberts 
enies  the  vans  are  losing  out  because 
f  the  door  wars,  Windstar  has  already 
ist  2.5  points  of  market  share,  or 
jughly  half  its  peak  total,  reached  last 
aring  just  before  the  new  Chryslers 
rrived.  "Chrysler  really  caught  them 
at-footed  on  that,"  marvels  a  competi- 
>r.  "They're  letting  Chrysler  eat  their 
inch." 

O  THREAT.  Ford's  woes  could  give  GM 
s  big  chance.  "Ford  is  handicapped," 
lys  Schroder  Wertheim  &  Co.  analyst 
)hn  Casesa.  "That  leaves  a  pretty  big 
Die  in  the  market  for  GM."  The  auto 
iant  isn't  talking  about  its  new  mini- 
1  ans  yet.  However,  analysts  describe 
lem  as  solid,  fairly  generic  minivans — 
3  threat  to  Chrysler's  market  domi- 
ince  but  a  huge  improvement  over 
tf's  current  crop  of  plastic-bodied  apv 
'ferings.  They'll  offer  the  only  motor- 
ed sliding  rear  door  on  the  passenger 
de — an  option  already  popular  on  its 
dsting  minivans.  GM  will  be  cranking 
it  minivans  in  its  Doraville  (Ga.)  fac- 
iry  by  this  summer,  but  they  won't  be 
idely  available  until  early  next  year. 
General  Motors  has  avoided  Ford's 
te  mostly  by  sheer  luck.  Because  it 
as  planning  a  right-hand-drive  version 
'  its  new  van  to  sell  in  Britain,  it  al- 
'.ady  had  dual  sliding  doors  on  the 
•awing  boards  when  U.  S.  consumers 
arted  clamoring  for  the  feature.  So  it 
ill  is  feeling  pretty  good  about  its 
inivan  offerings  for  a  change.  "I  pre- 
ct  that  it  will  be  a  sell-out,"  says  Jer- 
•  Seiner,  a  Salt  Lake  City  Chevrolet 
;aler  who  thinks  gm  has  finally  got  it 
ght.  "Every  dog  has  its  day,"  says 
iiner.  For  gm,  that  day  could  be  short- 
led  by  intensifying  competition — but 
least  it's  here. 

By  Kathleen  Kerwin,  with  Keith 
aughton,  in  Detroit 
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THOSE  INCREDIBLE  HULKS 
FROM  GENERAL  MOTORS 


General  Motors  Corp.  has  missed 
out  on  a  lot  of  opportunities  over 
the  years.  But  to  fans  of  jumbo 
sport-utility  vehicles,  its  Chevy 
Tahoe  and  gmc  Yukon  and  the  even 
larger  Suburban  are  the  best — and 
just  about  only — models  around. 
"There's  nobody  else  in  this  cate- 
gory," brags  Dennis  J.  O'Donnell, 
brand  manager  for  the 
GMC  Yukon  and  Subur-  WHITE  GOLD:  One 
ban.  "We're  in  the  cat-   Tahoe  sale  eqrials 
bird  seat."  five  Cavaliers 


competition  to  Tahoe  and  Yukon," 
predicts  Lehman  Brothers  Inc.  ana- 
lyst Joseph  S.  Phillippi.  The  Ford  will 
sport  dual  air  bags,  forcing  GM  to  fol- 
low suit  this  fall. 

GM  forged  a  big  lead  when  it  intro- 
duced the  all-new  Tahoe  and  Yukon 
last  year.  These  beefy  four-wheel- 
drive  safari  wagons  can  comfortably 
seat  five  or  six,  with  plenty  of 
cargo  space.  And  Tahoe  offers 
such  goodies  as  leather  seats, 
a  CD  player,  and  cup  holders 
galore. 

IGNORED  SLOT.  General  Mo- 
tors' other  big  hit,  the  gargan- 
tuan Suburban,  was  slumber- 
ing until  a  few  years  back, 
when  the  sport-utility  craze 
gave  it  sudden  cachet.  When 
they  talked  to  customers,  Gen- 
eral Motors'  market  planners 

303.200 


U.S.  SALES  OF  LARGE 
SPORT-UTILITY  VEHICLES 


253.269 


Really 
Truckin' 


134.754 


176.570 


DATA:  WARD  S  AUTOMOTIVE  REPORTS, 
AUT0PACIFIC  INC. 


General  Motors  has  reason  to  crow: 
These  trucks  are  pure  gold.  "For  the 
rest  of  the  decade,  large  sport-utility 
vehicles  will  be  the  highest  profitabili- 
ty segment  of  the  market,"  explains 
Schroder  Wertheim  &  Co.  analyst 
John  Casesa.  He  figures  General  Mo- 
tors rakes  in  an  eye-popping  $8,000 
per  vehicle  on  large  sport-utility  vehi- 
cles (suvs) — the  equivalent  of  selling 
five  Chevrolet  Cavaliers.  Just  as  im- 
portant, sales  of  large  suvs  are  still 
rising,  even  after  doubling  in  the  past 
three  years.  Christopher  W.  Ceder- 
gren, an  analyst  at  AutoPacific  Inc., 
predicts  that  they  will  jump  from 
253,000  in  1995  to  475,000  by  2000. 
LEATHER  SEATS.  Naturally,  the  compe- 
tition isn't  going  to  leave  General  Mo- 
tors alone  in  this  profit  paradise.  This 
fall,  Ford  Motor  Co.  will  introduce  the 
Expedition,  a  brawny,  nine-passenger 
sport  utility  based  on  Dearborn's  pop- 
ular all-new  F-150  pickup  truck.  "The 
Ford  Expedition  is  going  to  be  strong 


realized  there  was  a  huge 
demand  in  this  largely  ignored 
slot.  Turns  out  there  are  lots  of  folks 
who  want  to  tow  loads  too  heavy  for 
a  compact  suv  such  as  the  Chevy 
Blazer.  However,  many  buyers  don't 
want  the  Suburban's  cavernous  nine- 
passenger  interior  or  parking-night- 
mare proportions.  So  GM  conceived  of 
the  Tahoe  and  Yukon  to  fill  the  gap. 
Their  popular  four-door  versions,  ac- 
counting for  85%  of  sales,  are  nearly 
two  feet  shorter  than  the  Suburban, 
making  them  a  lot  less  like  aircraft 
carriers  when  it  comes  to  maneuver- 
ing into  parking  spaces. 

General  Motors'  biggest  worry  with 
Tahoe  may  be  whether  the  vehicle 
risks  cannibalizing  sales  of  gm's  own 
smaller  suvs.  "The  tremendous  suc- 
cess of  Tahoe  and  Yukon  has  pirated 
sales  away  from  Blazer  and  Jimmy," 
says  AutoPacific's  Cedergren.  Ford, 
however,  will  have  the  same  problem. 
Ford  and  General  Motors  managers 
argue  that  that  risk  is  slight  com- 
pared to  the  opportunity  for  fast- 
growing  sales.  And  for  gm,  being  king 
of  the  hill  in  a  strong,  lucrative  chunk 
of  the  market  is  sweet  indeed. 

By  Kathleen  Kerwin,  with  Keith 
Naughton  in  Detroit 
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TELECOMMUNICATIONS 

U  S  WEST'S  GAUNTLET 
WON'T  JUST  LIE  THERE 

Rivals  will  be  scrambling  for  their  own  opportunities 


■  t  was  only  a  matter  of  time,  once  tele- 

■  communications  reform  was  passed, 
I  before  companies  started  breaching 
the  Berlin  Wall  that  has  kept  them  from 
jointly  offering  cable  TV  and  local  and 
long-distance  phone  service.  But  U  S 
West  Inc.  waited  a  mere  19  days  after 
President  Clinton  signed  the  historic 
Telecommunications  Act  of  1996.  On  Feb. 
27,  the  Denver-based  cowboy  of  the  sev- 
en Baby  Bells  announced  it  will  acquire 
Continental  Cablevision  Inc.,  the  nation's 
third-largest  cable-TV  operator,  for  $10.8 
billion — and  in  three  years  hopes  to  use 
those  cable  networks  to  offer  local  phone 
service  across  the  nation. 


Bells  believe  that  cable  is  a  good  idea, 
but . . .  until  this  point,  there  hasn't  been 
much  opportunity." 

In  fact,  few  other  local  phone  compa- 
nies could  have  made  the  Continental 
deal — they  are  barred  from  owning  cable 
networks  in  their  local  calling  regions. 
Boston-based  Continental  has  only 
300,000  subscribers  in  U  S  West's  sparse- 
ly populated  region,  so  there  is  little 
overlap.  But  the  other  Bells  must  find 
some  way  to  counteract  U  S  West.  Lillis 
says  he  plans  to  offer  local  phone  service 
in  Atlanta  over  his  cable  networks  there 
by  yearend,  and  Continental's  networks 
will  be  upgraded  to  offer  telephone  ser- 


past.  "There  is  no  reason  we  should 
doubling  the  pipe  to  the  home,"  sa 
PacTel  Chairman  Philip  J.  Quigley. 

All  these  efforts  are  driven  by  t 
same  bet:  That  consumers  will  want 
order  local  telephone  services  from 
company  that  can  offer  deals  on  Ion 
distance,  wireless,  and  cable  TV.  Sin 
October,  1994,  when  long-distance  carri 
Sprint  Corp.  formed  a  partnership  wi 
cable  operators  Tele-Communicatior 
Cox  Communications,  and  Comcast 
jointly  offer  cable,  local  calling,  long-d 
tance,  and  wireless  services  under  t 
Sprint  name,  the  local  phone  compani 
have  plotted  to  assemble  a  similar  pac 
age.  Now  they're  free  to  do  so  and  ha 
money  to  bum. 

TOP  DOLLAR.  U  S  West  proved  that, 
is  paying  about  $2,100  for  every  Con 
nental  subscriber — 11.1  times  Contine 
tal's  projected  1996  cash  flow,  by  far  t 
richest  cable  acquisition  ever.  Bell  A 
lantic  Corp.  offered  just  $900  per  su 
scriber  in  its  failed  1994  bid  for  TCI.  A 
the  buyout  is  only  the  start  of  the  ca 


East  Meets  West 


U  S  WEST  MEDIA  GROUP 


PHONE  SUBSCRIBERS  25  million. 

RANGE  14  states  from  Washington  to  New  Mexico. 


PARTNERSHIPS  Owns  25.51%  of  Time  Warner  Enter- 
tainment. Has  stakes  in  cable  systems  in  Britain  and 
Japan  and  a  partnership  with  AirTouch  Communications 

vf/gg^  fj  fimiHH 

CABLE  SUBSCRIBERS  4.2  million;  No.  3  in  the  U.S. 


RANGE  New  England,  California,  Chicago,  Michigan, 
Ohio,  Florida. 

PARTNERSHIPS  A  10%  stake  in  PrimeStar,  the  No.  2 
direct-broadcast  satellite  service.  Part  owner  of  Teleport 
Communications,  an  alternative  local  phone  company. 

DATA  BUSINESS  WEEK 


U  S  West,  which  provides 
local  phone  service  in  14 
Western  states,  has  long 
been  among  the  most  ad- 
venturous of  the  Bells.  It 
already  holds  a  25%  stake 
in  Time  Warner  Entertain- 
ment and  its  8  million  cable 
subscribers,  owns  two  Atlanta  cable  net- 
works, and  is  a  major  cable  operator  in 
Britain.  The  Continental  deal  puts  it 
front  and  center  in  the  converging  world 
of  telecom  and  video. 

Not  that  rivals  wouldn't  like  the  pole 
position.  Continental  Chairman  Amos  B. 
Hostetter  Jr.  says  he  sp  ke  to  every  one 
of  the  Bells  about  a  men.  ore  set- 
tling on  U  S  West.  U  S  West  Media 
Group  President  Charles  M.  Lillis  says 
he  knows  that  "a  number  of  the  other 


CAREFUL  SHOPPER 

Continental's 
Hostetter  spoke  to 
all  the  Bells  before 
choosing  U  S  West 


vice  within  three  years.  That 
puts  an  experienced  local- 
calling  competitor  smack  in 
the  middle  of  the  regions  of 
BellSouth,  Bell  Atlantic, 
Nynex,  Ameritech,  and  Pa- 
cific Telesis. 

These  companies  are  just 
as  eager  to  offer  customers  a  package  of 
video  and  telephony.  Bell  Atlantic  is  lim- 
ning trials  of  its  video-over-phone  lines 
system  to  several  thousand  customers 
in  Maryland  and  New  Jersey,  and  Bell 
South  is  investing  heavily  in  broadband 
technology  that  will  deliver  both  phone 
and  TV  signals.  PacTel  and  Nynex  have 
bought  stakes  in  wireless  cable  compa- 
nies. PacTel  says  that  it  is  not  "current- 
ly interested"  in  a  cable  venture  but  has 
held  talks  with  cable  operators  in  the 


outlays  U  S  West  is  facing.  The  compai 
wants  to  upgrade  its  cable  properties 
deliver  video,  voice,  and  data  over  oi 
wire  at  superhigh  speeds.  That  cou 
cost  $800  or  more  per  subscriber. 

The  big  question  now:  Will  teleco 
reform  end  up  consolidating  power 
the  hands  of  a  few  big  companies?  "II 
very  unfortunate,  but  I  think  there  is 
risk  to  that  effect,"  says  Sprint  Chai 
man  William  T.  Esrey.  Even  so,  Esn 
admits  he,  too,  would  do  a  deal  wil 
U  S  West — or  another  erstwhile  riv; 
"We  don't  compete  with  U  S  West 
any  particular  [cable]  market,  so  v\ 
may  end  up  cooperating  in  the  future- 
or  competing.  Who  knows?"  Sounds  lil 
more  walls  will  be  breached  this  yeai 

By  Catherine  Arnst  in  New  Yor, 
with  Peter  Burrows  in  San  Francisci 
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You  visited  the  cash  machine.  It  worked. 


You  made  a  plane  reservation.  It  worked. 


Can  your 
software 
do  this? 


Computer  operating  systems  may  not 
be  your  life's  passion.  But  even  if  you've 
never  sat  down  in  front  of  a  computer 
)efore,  you're  probably  a  certified  user  of  OS/2! 

That's  because  all  around  you,  businesses  that  cant 
ifford  to  interrupt  their  service  for  even  a  second  depend 
>n  OS/2  to  run  many  of  their  computer  systems. 

Chances  are,  you  re  using  OS/2  when  you  step  up  to 
he  cash  machine  or  make  a  payment  on  your  mortgage, 
foure  using  it  when  you  file  a  claim  with  Fireman's  Fund 
nsurance  Company,  use  Amtrak's  self-ticketing  kiosks  or 
njoy  home  delivery  from  select  kl  ( ]  restaurants. 
Across  every  type  of  industry,  ( )S/2  Warp  pro\  ides 


a  reliable,  32-bit  foundation  lor  advanced  distributed 
information  systems,  and  lias  been  a  proven 
business  solution  worldwide  since  1087. 
It  allows  companies  to  standardize 
on  one  operating  system  running 
across  diverse  platforms,  from 
notebooks  and  desktops  to  servers  of  every  size. 

To  learn  more  about  bow  OS/2  can  help  run  your 
company  more  efficiently,  call  1  800  IBM-3333,  ext.  EA110, 
or  \  isit  our  Web  site  at  www.soitware.ibm.com.  Ym  II  see 
how  OS/2  can  make 
a  difference  in  your 

business.  And  in  your  life.        Solutions  for  a  small  planet 


S/2  Warp  Connect  Fullpack  is  available  Irom  IBM  lor  $189  by  calling  1  800  IBM-3333,  ext  EA110  In  Canada,  please  call  1  800  IBM  CALL,  ext  1290  Reseller  puces  may  vary  Tbe  IBM  home  page  is  located  al  htlp  //www  ibm  com  IBM  and  OS/2 
!  registered  trademarks  and  the  OS/2  logo  and  Solutions  lor  a  small  planel  are  trademarks  ot  International  Business  Machines  Corporation  ©  1996  IBM  Corp  All  rights  reserved 
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DIAL  A' 

FOR  AGGRAVATION 

Competition  may  not  improve  the  Baby  Bells'  uneven  service 


Joe  Turk  still  hasn't  forgiven  Amer- 
itech  Corp.,  his  local  phone  compa- 
ny. Last  fall,  a  lightning  storm 
knocked  out  Turk's  telephone  in  West 
Allis,  a  Milwaukee  suburb — and  more 
than  a  week  went  by  before  service 
was  restored.  Being  out  of  touch  was 
especially  worrisome  for  the  retired  63- 
year-old  maintenance  supervisor  be- 
cause of  his  heart  condition.  Now  he 
can't  wait  to  ditch  Ameritech  for  an- 
other local  telephone  company.  "No 
questions  asked,  I'm  gone,"  he  says. 
"Whoever  it  is — regardless  of  the  cost — 
I'm  switching." 

Turk  and  thousands  of  disgruntled 
consumers  like  him  are  presenting  a 
daunting  problem  for  the  Baby  Bells. 
Deregulation  will  force  local  telephone 
companies  to  slash  prices  in  order  to 
keep  a  hold  on  their  once  captive  cus- 
tomers. But  at  the  same  time,  the 
companies  can't  neglect  service.  And 
there  are  disturbing  signs  that  most 
of  the  Baby  Bells  are  already  coming 
up  short. 

TAKING  IT  ON  THE  CHIN.  In  Wisconsin, 
for  example,  complaints  to  regulators 
against  Ameritech  nearly  doubled  last 
year.  Service  complaints  are  also  up  at 
U  S  West,  Nynex,  and  Pacific  Telesis 
Group.  And  with  customers  griping,  the 
Bells  are  taking  it  on  the  chin  from 
state  regulators.  In  January,  New 
York's  Public  Service  Commission  or- 
dered Nynex  Corp.  to  rebate  $50 
million  to  5  million  consumers.  Idaho 
is  fining  U  S  West  Inc.  for  taking 
too  long  to  fix  telephone  outages. 
And  in  February,  Wisconsin's  Public 
Service  Commission  filed  a  civil  suit 
against  Ameritech  over  low-quality 
and  unreliable  service.  "They  just 
haven't  been  up  to  our  standards," 
says  Scot  Cullen,  administrator  of 
the  Wisconsin  commission's  telecom- 
munications division. 

The  most  common  gripes?  Long 
waits  to  repair  problems,  install  new 
phones,  or  reach  a  live  person  in  the 
service  center.  In  Westport,  Calif., 
for  example,  Albert  J.  Miller's  phone 
went  out  for  16  days  afl  er  a  Decem- 
ber storm.  He  spent  four  frustrating 
days  driving  five  miles  into  town  to 
use  a  pay  phone,  only  to  jxet  busy 


signals  or  be  disconnected,  before  he 
was  finally  able  to  tell  someone  at  Pac- 
Tel  about  his  problem.  The  whole  inci- 
dent left  the  patent  lawyer  angry  and 
disgusted.  "It  was  a  comedy  of  misinfor- 
mation and  disinterest  on  the  part  of 
Pacific  Bell,"  Miller  says. 

At  his  Seattle-based  truck-leasing 
company,  Robert  Pontius  has  been  wait- 
ing five  months  for  U  S  West  to  install 


Bad  Connection 

AMERITECH  A  jump  in  complaints  about 
laggardly  phone  repairs  led  to  a  Feb.  19 
suit  by  Wisconsin  regulators.  Illinois  regula 
tors  will  also  fine  the  company  $4  million. 

U  S  WEST  Idaho  is  fining  it  $7,500  per 
month  because  of  a  recent  decline  in 
customer  service. 

NYNEX  New  York  ordered  a  $50  million 
refund  to  5  million  customers  after 
problems  with  slow  repair  and  installation. 

PACIFIC  TELESIS  Service  complaints  in 
California  have  more  than  doubled  in  five 
years,  to  1,854  in  1995. 

DATA  STATES,  BUSINESS  WEEK 


a  second  line.  As  a  result,  he  has  ha 
trouble  communicating  with  customei 
and  employees  in  the  field.  "Ther 
should  be  a  choice,"  he  fumes. 

Regulators  say  these  are  far  froi 
isolated  cases.  For  routine  repairs,  Wis 
consin  wants  Ameritech  to  restore  sei 
vice  to  consumers  within  24  hours  95' 
of  the  time.  Last  August,  the  rate  fell  t 
40%.  U  S  West  is  doing  even  worsi 
fixing  problems  in  24  hours  only  30' 
of  the  time  in  Minnesota. 

What  has  caused  service  to  slip  is  ri 
mystery.  Customers  are  rushing  to  ad 
new  lines  for  home  offices  and  fax  m; 
chines,  taxing  many  Bells'  installatio 
capabilities.  The  companies  are  als 
struggling  to  handle  huge  increases  i 
the  number  of  phone  lines  in  use.  Yet  •< 
the  same  time,  the  Baby  Bells  are  la? 
ing  off  thousands  of  workers  to  ci 
costs.  U  S  West,  for  example,  hs 
trimmed  its  workforce  by  4,400  sine 
1993.  "There  have  been  cases  whei 
people  cut  too  fast  and  damaged  the 
reputations,"  admits  Randall  K.  Str; 
han,  vice-president  for  service  open 
tions  at  Pacific  Bell. 
GONE  FOREVER.  The  Baby  Bells  kno' 
they  have  a  serious  problem — one  thj 
could  lead  to  massive  customer  defei 
tions.  "We  can't  tolerate  [poor  sei 
vice],"  says  Richard  C.  Notebaer 
chairman  and  chief  executive  < 
Ameritech.  "We  have  to  be  respoi 
sive."  Some  of  the  phone  companies  a 
ready  claim  to  be  getting  better.  Fc 
example,  industry  insiders  say  U 
West  neglected  its  phone  business  as 
rushed  into  more  exciting  venture 
such  as  cable  TV.  But  now  the  con 
pany  is  building  up  its  network  c; 
parity  and  hiring  more  employee 
for  customer  service.  "We  have  t 
provide  better  service  than  anyor 
else,"  said  Thomas  Bystrzycki,  exe< 
utive  vice-president  for  operatior 
and  technology. 

Still,  some  experts  suggest  ths 
gold-plated  service,  which  phone  cu: 
tomers  took  for  granted  back  in  th 
era  of  local  monopolies,  is  gone  fo: 
ever — and  people  had  just  better  ge 
used  to  it.  "We  don't  need  sevei 
day-a-week,  24-hour-a-day  custome 
repair  service,"  says  Dan  Mille 
chairman  of  the  Illinois  Commerc 
Commission.  So  Joe  Turk  and  othe 
disgruntled  customers  may  be  in  fc 
a  nasty  surprise.  Tomorrow's  con 
petitive  local  telephone  rates  are  ui 
likely  to  come  with  yesterday's  rec 
carpet  service. 

By  Peter  Elstrom  in  Chicagt 
with  Peter  Burrows  in  Sa 
Francisco 
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Global  Excellence: 
the  round-the-world- 
ticket  that's 


simply  miles  ahead. 
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f  you've  ever  dreamed  of  traveling  around  the  world,  pull  out  your  maps  and  start  planning.  Because  you 
an  take  a  trip  around  the  globe  with  three  of  the  world's  premiere  airlines.  And  it's  as  simple  as  calling  one 
irline.  With  one  ticket,  you  can  fly  to  the  far  corners  of  the  earth,  to  Africa,  Asia  and  Europe.  To  any  of 
he  400  cities*  in  more  than  90  countries  that  these  three  airlines  serve.  And  while  the  travel  possibilities 
re  out  of  this  world,  the  ticket  price  is  well  within  your  reach.  And  whether  you're  flying  Delta,  Swissair 
k  Singapore,  you'll  enjoy  service  that's  the  finest  in  the  air.  That's  what  global  excellence  is  all  about.  To 
egin  your  journey,  contact  your  Travel  Agent  or  Delta  at  1-800-241-4141 .  The  world  is  at  your  call. 


^  Delta 


SinGAPORE 
AlRLinES 


swissairikr 


Global  Excellence 


"Based  on  cities  served  by  Delta  Air  Lines,  Delta  Connection®,  and  Deltas  Global  Excellence  Partners,  Swissair  and  Singapore  Airlines. 
Delta  Connection  Flights  operate  with  flight  numbers  3000-5999  and  7000-7999.  Some  restrictions  apply. 

©  1996  Delta  Air  Lines. 


News:  Analysis  &  Commentary 


STRATEGIES 


LORD  OF 

THE  CYBERPRESS 

Thomson  charges  online  with  his  West  Publishing  purchase 

Although  Kenneth  R.  Thomson 
is  Canada's  richest  man,  with 
a  fortune  of  more  than  $5  bil- 
lion, he  has  long  had  a  reputa- 
tion as  a  tightwad.  The  chairman 
of  Thomson  Corp.  "acts  and  looks 
as  if  he  were  a  small-town  bank 
teller  living  near  the  poverty 
line,"  writes  biographer  Peter  C. 
Newman.  Thomson  has  been 
known  to  stock  up  on  hamburger 
buns  when  they're  on  sale,  New- 
man adds.  So  it's  no  wonder  that 
jaws  dropped  when  Thomson's 
company  announced  on  Feb.  26 
it  would  pay  $3.4  billion  for  West 
Publishing  Co.,  a  specialist  legal 
publisher.  It  was  the  most  ever 
paid  for  such  a  specialty  house. 

It's  also  the  most  dramatic 
move  yet  in  Thomson's  bold  plan 
to  remake  an  empire  built  on 
newspapers  for  the  emerging 
electronic-infoiTnation  age.  Over  the  past 
year,  Thomson  has  sold  46  U.  S.  and 
Canadian  papers  and  all  of  his  British 
newspaper  holdings  for  a  total  of 
$1  billion.  That's  a  remarkable  retreat 
for  a  man  whose  title — Lord  Thomson 
of  Fleet — reflects  the  dominant  role  he 
once  played  on  London's  Fleet  Street, 
onetime  hub  of  the  British  press. 
NICHE  MARKETS.  Meanwhile,  Thomson 
has  been  charging  into  electronic  pub- 
lishing by  snapping  up  companies  that 
provide  specialized  information  for  pro- 
fessionals such  as  doctors,  lawyers,  and  li- 
bi  'arians  (chart).  When  the  West  acquisi- 
tion  is   completed,   such  specialized 
publishing  will  account  for  more  than 
half  of  Thomson's  sales  and  70%  of  its  op- 
erating profit.  In  1995, 
Thomson  earned  an  es- 
timated $450  million  on 
sales  of  about  $7  billion. 
The    company's  goal, 
says  President  W.  Mi- 
chael Brown,  "is  to  be- 
come the  world's  fore- 
most publishi  r'  of  such 
information. 

So  far,  the  strategy 
seems  to  be  working. 
Most  newspaper-  compa 

nies  are  offering  online  TOTAL:  $5.1  BILLION 

versions  of  their  papers        (>m  company  reports,  business  week  estimates 


but  making  little  money  at  it.  In  con- 
trast, Thomson  is  targeting  niche  mar- 
kets, where  professionals  are  willing  to 
pay  a  hefty  premium.  The  company  is 
one  of  the  few  that  have  figured  out  how 
to  "make  a  lot  of  money  from  electronic 
publishing,"  says  John  Morton,  a  media 
analyst  at  New  York  brokerage  Lynch, 
Junes  &  Ryan  Inc. 

West  fits  right  into  Thomson's  new 
strategy.  Although  the  privately  owned 
company  has  been  providing  court-case 
reports  and  other  primary  legal  docu- 
ments since  1872,  exploding  online  de- 
mand has  made  "the  past  three  years 
our  strongest  ever,"  says  West  Presi- 
dent Vance  K.  Opperman.  Last  year 
brought  a  record  operating  profit  of 

GETTING  SPECIALIZED 


$206  million  on  sales  of  $827  millio 
But  last  fall,  West,  looking  for  mo: 
resources  to  exploit  electronic  opport 
nities,  put  itself  up  for  sale.  "Thomsc 
was  clearly  the  best  alternative,"  sa; 
Opperman,  partly  because  it  already  h; 
an  $800  million  legal-publishing  unit  th 
analyzes  primary  documents  provide 
by  companies  such  as  West. 

Yet  even  its  admirers  worry  th; 
Thomson  paid  too  much.  Its  $3.4  billk 
bid  is  more  than  twice  the  $1.5  billic 
that  Anglo-Dutch  publisher  Reed  Els 
vier  PLC  paid  for  rival  Lexis/Nexis 
1994,  although  Reed  notes  West  is  twi 
as  profitable.  And  the  deal  pushes  Thoi 
son's  ratio  of  debt  to  total  capital  fro 
37%  to  55%.  Citing  the  "financial  risk  a 
sociated  with  [such]  high  leverage 
Toronto's  Dominion  Bond  Rating  Servi 
slashed  Thomson's  credit  rating  by  thr< 
notches,  to  A  (low 


NEW  VIEW 

Thomson,  who 
was  once  a 
dominant  player 
on  London's 
Fleet  Street, 
has  sold  all  his 
British  papers 


But  over  time. 


1989 


BREAKDOWN  OF  THOMSON'S  SALES 


1995  EST. 


TOTAL:  $7.7  BILLION* 

•ASSUMING  WEST  PUBLISHING  HAD  BEEN  PART  0E  THOMSON 


The  deal  "could  cau: 
some  short-term  inc 
gestion  for  Thomsor 
warns  Murray  Gros 
ner,  an  analyst  : 
cibc  Wood  Gund 
Thomson  conced< 
that  interest  chargi 
on  the  $3.4  billic 
purchase  will  hu 
earnings  this  yes 
"this  transaction  w 
stand  up  extremely  well,"  says  Thomsc 
Chief  Financial  Officer  Nigel  R.  Harriso 
UNPREDICTABLE.  In  any  case,  Lor 
Thomson  isn't  a  man  to  lose  sleep  ov< 
short-term  risks.  Indeed,  the  72-yea 
old  Thomson,  who  with  his  family  co: 
trols  72%  of  the  stock,  thinks  about  li 
tie  other  than  the  long  term — leavir 
day-to-day  management  to  Brown.  Tl 
press  lord  doesn't  see  many  big  oppo 
tunities  ahead  in  the  mature  newsp; 
per  business.  He's  betting  on  the  Info 
mation  Revolution. 

It's  hardly  a  risk-free  strategy.  The; 
specialized  markets  are  far  more  unpr* 
dictable  and  competitive  than  Thomsor 
traditional  bastions  in  travel  and  new 
papers.  But  Brown  pr 
diets  the  strategy  w 
enable  Thomson  to  e: 
pand  its  revenues  b 
11%  a  year,  making  it 
$10    billion  compar 
by  2000.  Such  growt 
would  be  the  envy  < 
any  newspaper  publisl 
er.  Then  again,  that 
one  reason  Lord  Thon 
son  of  Fleet  is  lookir 
far1  beyond  Fleet  Stree 
By  William  { 
Symonds  in  Toronto 
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Renaissance  Hotels  And  Resorts.  The  Mark  Of  A  Fine  Hotel. 


With  75  fine  hotels  and  resorts  in  24  countries,  we  have  the 
locations  you  need,  the  impeccable  service  you  deserve, 
and  all  of  the  amenities  you  would  expect.  For  reservations, 
call  your  travel  agent  or  1-800-HOTELS-l  (1-800-468-3571). 


RENAISSANCE 

HOTELS  AND  RESORTS 

The  Mark  Of  A  Fine  Hotel. 


Niagara  Falls    Cologne    Edmonton     Seattle    Houston    Dallas    Austin    Nashville  Brussels 


News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 

FALSE  SPRING 

for  scons 

The  lawn-care  giant  bets  on 
the  wrong  CEO  and  game  plan 

A year  ago,  the  126-year-old  Scotts 
Co.,  the  sultan  of  sod,  seemed  set 
for  a  growth  spurt.  The  Marysville 
(Ohio)  maker  of  TurfBuilder  and  other 
products  had  an  energetic  new  ceo, 
Theodore  J.  Host,  a  former  Coca-Cola 
Co.  marketing  whiz.  And  through  a  $200 
million  stock  swap,  Scotts  was  merging 
with  Stern's  Miraele-Gro  Products  Inc., 
the  plant-food  king.  As  ceo  Tadd  C. 
Seitz,  who  remained  board  chairman, 
stepped  aside,  he  predicted  that  Scotts 
would  soon  be  a  billion-dollar  company. 

Instead,  Scotts  has  wilted.  In  late 
February,  it  made  an  embarrassing  ad- 
justment to  earnings,  dropping  them 
from  $25.1  million  to  $22.4  million  on 
sales  of  $732.8  million.  And  on  February 
23,  Host  was  forced  to  resign.  Seitz,  54, 
was  brought  back  in  as  ceo. 

What  went  wrong?  For  Host,  the 


troubles  began  as  soon  as  he  took  the 
post.  First,  the  Federal  Trade  Commis- 
sion held  up  the  merger  with  Miracle- 
Gro  until  Scotts  sold  off  a  fertilizer  divi- 
sion. That  cut  into  Scotts's  expected 
bottom  line.  Then  urea  prices  skyrocket- 
ed, adding  costs.  And  the  blistering  Ohio 
heat  wave  in  July  and  August  turned 
fertilizer  into  lumps,  gumming  up  pro- 
duction lines.  Scotts  wasn't  able  to  meet 
demand  during  the  key  summer  months. 
WORRIED  FAMILY.  Host  tried  to  pump 
up  sales  during  the  winter  by  offering 
rebates  to  such  retailers  as  Home  Depot 
Inc.  But  he  underestimated  rebate  costs. 
In  late  Febioiary,  Scotts  had  to  send  an 
additional  $2.7  million  to  retailers. 
Meanwhile,  the  merger  had  turned 


BACK  TO  NORMAL:  The  last  grou 
ing  season  was  a  nightmare 

the  equivalent  of  40%  of  Scotts 
voting  stock  to  Miracle-Gro's  owi 
Ph  ers,  principally  the  Hagedorn  fan 
ily  of  Port  Washington,  N.  Y.  Use 
to  higher  margins,  they  objecte 
to  the  aggressive  rebate  prograr 
By  early  '95,  analysts  say,  tfc 
Hagedorns  had  seen  enough.  In 
statement,  Horace  Hagedorn,  Mi 
acle-Gro's  80-year-old  founder,  we 
corned  Seitz  back  as  "a  stabilizin 
force  for  the  company." 

The  challenge  now  facing  Seitz  is  1 
pull  back  from  some  of  Host's  feist 
marketing  schemes  while  fixing  the  pr 
duction  glitches.  He  must  also  hamnw 
out  a  common  vision  with  the  Miracli 
Gro  partners,  who  are  wary  of  sacrifi 
ing  profits  for  market  share.  It  hel} 
that  Scotts  has  about  50%  of  the  mark< 
in  most  of  its  fertilizer,  soil,  and  see 
lines.  And  Seitz,  who  first  becarr 
Scotts'  ceo  in  1983,  has  already  starte 
on  the  problems.  To  avoid  fertilize 
lumps,  for  instance,  he  is  air-conditionin 
factories.  He's  also  looking  for  a  lonj 
term  successor.  Now,  he  and  his  teai 
can  only  hope  for  a  long,  cool  summei 
By  Stephen  Baker  in  Pittsburg 


TRADE 


YANKEE  CHICKEN, 
GO  HOME 

Moscow  has  a  beef  about 
U.  S.  poultry  standards 

Prussian  citizens  have  been  menaced 
Baby  nuclear  fallout  and  organized 
■  »>  makes  Mafia  doings  look 

tame.  But  now  the  go  mment  has  fin- 
gered a  new  enemy:  .  nerican  chick- 
ens. The  Russians  wa  1  to  ban  U.S. 
birds,  claiming  a  risk  o>:  food  poisoning 
from  American  chicken:-  The  two  na- 
tions are  negotiating,  bui   l  an  agree- 


MOSCOW  MARKET: 

Russ  ian  fowl, 
could  get  a  leg  up 

ment  isn't  reached 
by  Mar.  19,  the 
Russians  could  per- 
manently clip  the 
wings  of  American 
poultry  processors. 

That  raises  a 
question:  Are  Amer- 
ican birds  really  bad?  Most  U.  S.  food- 
safety  experts  think  not. 

Sure,  U.  S.  processors  have  long  been 
criticized  for  lacing  chickens  with  chem- 
icals and  hormones.  And  a  1995  U.  S. 
Agriculture  Dept.  study  estimates  that 
Salmonella  and  Campylobacter  in  meat 
and  poultry  cause  a 
shocking  4  million  cases 
of  illness  and  3,000  deaths 
a  year,  a  third  of  all  U.  S. 
food-poisoning  deaths. 

But  Russian  birds  are 
certainly  no  cleaner.  Once 
nicknamed  "blue  birds" 
because  many  looked  as 
if  they  had  died  of  the 
cold,  they're  generally 
sold  in  open-air  markets. 
They're  also  scrawny  by 
U.  S.  standards.  Many 


ROASTERS  TO  RUSSIA 


DATA  NATIONAL  BROILER  COUNCIL, 
USA  POULTRY  ANO  EGG  EXPORT  COUNCIL 


Russian  consumers  snap  up  "Bus 
legs" — the  nickname  for  the  legs  an 
thighs  that  began  flooding  Russia 
market  when  President  Bush  was  i 
office.  Last  year,  the  U.  S.  shipped  pr< 
cessed  chicken  worth  $517  million  t 
Russia. 

FUNNY  SMELL.  Still,  many  Russians  pr< 
fer  domestic  chickens.  They  say  th 
leaner,  tougher  birds  make  a  bette 
soup.  "Russian  chickens  taste  bette 
than  American  ones,"  says  Elena  Pre< 
brezhenskaya,  a  Moscow  sculpto 
"They're  more  natural.  When  you  bro 
an  American  chicken,  you  can  sme 
chemicals." 

However,  Ludmilla  Grinyova,  a  coo 
for  a  Moscow  dental  clinic,  concede 
that  Russian  sanitary  standards  are  s 
low  that  Russia  may  b 
applying  a  double  star 
dard:  "If  the  governmer 
halts  imports  of  U.  J 
chicken,  it's  not  due  t 
consumer  preference. 
Unless  the  two  nation 
set  aside  their  difference: 
a  lot  fewer  chickens  wi 
get  to  the  other  side. 

By  Stephanie  Ande\ 
son   Forest   in  Dalla. 
with  Patricia  Kranz 
Moscow 
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To  Gain  True  Competitive 
Advantage  From  Your 
Computing  Investment... 


Competitive  advantage  means  making  the  most 
of  your  strategic  business  assets:  people,  data, 
and  computer  hardware.  It  means  eliminating 
the  obstacles  to  enterprise  information  delivery. 
And  it  means  empowering  everyone  in  your 
organization  with  facts  to  fuel  effective  decisions. 

SAS  Institutes  software  solutions,  backed  by  our 
exclusive  core  technologies,  provide  everything 
you  need  to  achieve  true  competitive  advantage. 

■  Enterprise  Information  Systems  (EIS)... 
for  ensuring  that  key  decision  makers  have  fast, 
user-friendly  access  to  the  most  relevant  and 
up-to-date  business  information 

■  The  SAS  Data  Warehouse... for  managing  and 
organizing  data  from  any  source,  and  then  exploiting 
that  data  using  a  full  range  of  business  intelligence 
and  analytical  tools 

■  TJw  SAS  MidtiVendor  Architecture"... for  sharing 
data  and  business  solutions  across  your  entire 
hardware  landscape— desktop  and  beyond 

Wed  like  to  hear  about  your  current  information 
needs.  Well  respond  with  a  software  solution  that  's 
customized  for  the  way  you  do  business. 


Call  nou  for  your  free 
SAS  Institute  overview, 
or  send  us  E-mail  at 
bw@sas.sas.com 


SAS  Institute 
Phone  919-677-8200 
E-mail:  bw@sas.sas.com 
URL:  http://www.Kas. com/ 

Software  for  Successful  Decision  Making 


ill 


SAS  is  a  registered  trademark  oi  SAS  Institute  In 
Copyright  ©  1996  by  SAS  Institute  Inc, 


We're  SAS  Institute, 
and  we'll  help  you 
leverage  technology 
to  meet  your 
business  goals. 


In  Business  This  Week 


EDITED  BY  KELLEY  HOLLAND 


CUBA:  BUSINESS 
WONT  SHY  AWAY 

RELATIONS   BETWEEN  THE 

U.  S.  and  Cuba  have  hit  a  na- 
dir in  the  wake  of  Cuba's 
Feb.  24  bombing  of  two  civil- 
ian planes.  President  Bill 
Clinton  immediately  cut  off 
charter  flights  and  reached 
an  agreement  with  Republi- 
can lawmakers  on  a  bill  to 
tighten  the  U.  S.  embargo 
against  the  island  nation. 
But  while  the  fallout  may 
temporarily  hurt  U.  S.-Cuba 
diplomatic  relations,  experts 
say,  it  won't  diminish  busi- 
ness interest  in  Cuba.  John 
Kavulich,  president  of  the 
U. S.-Cuba  Trade  &  Econom- 
ic Council,  says  about  1,300 
U.  S.  business  executives  vis- 
ited Cuba  in  1995  on  author- 
ized trips,  and  more  are  ex- 


CLOSING  BELL 


METAL  MADNESS 

Eighteen  months  ago,  Alumax 
considered  buying  Kaiser  Alu- 
minum but  never  made  a 
move.  Bad  idea.  On  Feb.  23, 
Kaiser  made  an  unsolicited, 
$2  billion  offer  for  its  larger 
rival,  and  Alumax  is  less  than 
pleased.  The  Norcross  (Ga.) 
company  is  taking  its  case  to 
Wall  Street,  arguing  that  it 
can  do  better  as  an  indepen- 
dent concern.  It  has  also 
created  a  "poison  pill"  anti- 
takeover defense.  Regardless, 
Alumax  shareholders  are  sit- 
ting pretty.  The  company's 
shares  are  up  about  11% 
since  the  bid. 


[8  1.  '96  FEB.  27 

DATA-  BLOOMBFRC  FINANCIAL  MARKETS 


pected  this  year.  If  the  U.S. 
wants  influence  with  Cuba, 
"the  most  important  thing 
the  U.  S.  could  do  would  be 
to  open  industry  and  busi- 
ness totally  and  encourage 
companies  to  go  there,"  says 
Archer  Daniels  Midland 
Chairman  Dwayne  Andreas, 
a  critic  of  the  embargo. 

MICRON'S  CHIP 
FACTORY:  ON  HOLD 

WILL  LATER  BE  BETTER  THAN 

never?  Micron  Technology, 
the  Boise  (Idaho)  company 
that  ranks  among  the  world's 
top  10  chipmakers,  said  on 
Feb.  26  that  it  won't  finish  its 
new  $2.5  billion  chip  factory 
on  schedule.  Equipment 
worth  hundreds  of  millions 
won't  be  installed  until  the 
market  for  memory  chips,  es- 
pecially dynamic  random-ac- 
cess memory  chips,  im- 
proves, drams  account  for 
the  bulk  of  Micron's  $3  billion 
in  annual  sales,  and  dram 
prices  have  plummeted.  Now, 
Micron  may  have  to  borrow 
to  finish  the  plant,  whose 
cost  is  now  nearly  twice  as 
high  as  the  original  plan. 

ON  THE  TRAIL  OF 
HIGH-TECH  SCAMS 

BONNIE   AND  CLYDE,  MOVE 

over.  Congress  is  sounding 
alarms  on  high-tech  financial 
crime.  The  House  Banking 
Committee  held  hearings  on 
Feb.  27  and  28  to  examine 
the  threat  from  counterfeit- 
ing, bank  theft  over  global 
banking  networks,  and  cred- 
it-card fraud.  Committee 
Chairman  James  Leach  (R- 
Iowa)  has  introduced  legisla- 
tion that,  among  other 
things,  would  raise  the  max- 
imum sentence  for  counter- 
feiting to  25  years.  Many 
scams  are  believed  to  be  tied 
to  international  organized 
crime  networks.  Counterfeit 
$100  bills  are  now  so  common 
that  the  government  is  about 
to  introduce  new  C-notes. 


HE  AD  LIN  ER:  EDWARD  McCRACKEN 


FROM  SPIELBERG  TO  SUPERCOMPUTERS 


For  years,  Edward  R. 
McCracken,  chairman  and 
ceo  of  Silicon  Graphics, 
has  seen  his  company's 
high-powered  com- 
puters create  daz- 
zling special  ef- 
fects, such  as 
the  dinosaurs 
in  Jurassic 
Park.  If  all  goes 
well,  McCracken 
will  soon  enter  the 
world  of  high-end 
supercomputing,  as  used 
by  government  code- 
breakers  and  nuclear- 
weapons  designers. 

On  Feb.  26,  Silicon 
Graphics  agreed  to  buy 
supercomputing  market 
leader  Cray  Research  for 
a  combination  of  stock  and 
cash  worth  $783  million. 
The  deal  will  boost  sgi's 


annual  revenues  to  more 
than  $3  billion.  Cray, 
which  expects  to  see  prof- 
its improve  this  year, 
will  act  as  a  buffer 
against  competi- 
tion from  Sun 
Microsystems 
and  Hewlett- 
Packard. 
McCracken 
plans  to  keep 
Cray  and  SGI  op- 
erations separate 
but  may  partially  merge 
their  computer  designs. 
SGI  may  also  use  Cray  to 
crack  the  commercial  mar- 
ket, where  supercomput- 
ers are  used  to  search 
through  huge  databases.  If 
he  succeeds,  he's  betting  it 
will  have  a  special  effect 
on  sgi's  bottom  line. 

By  John  W.  Verity 


NEW  HANDS  ON 
BOEING  S  CONTROLS 

OVER  THE  YEARS,  PHILIP  M. 

Condit  has  been  an  advocate 
of  making  Boeing  more  of  a 
team-oriented  place.  Now  he 
has  his  chance.  On  Apr.  29, 
Condit  will  become  Boeing's 
seventh  ceo  in  the  company's 
80-year  history.  Boeing  is 
currently  riding  a  rise  in 
airplane  orders,  and  Condit 
foresees  continued  strong 
global  opportunities  in  both 
military  and  commercial  avi- 
ation. But  intensified  compe- 
tition will  make  it  harder  for 
Boeing  to  maintain  its  cur- 
rent 70%  commercial  market 
share.  The  executive  shift 
should  be  smooth,  but  watch 
for  turbulence  ahead. 


LOCKHEED-LORAL: 
INSIDER  TRADING? 

STEALTH  TRADING  APPARENTLY 

didn't  work  this  time.  The 
Securities  &  Exchange  Com- 


mission is  looking  into  possi 
ble  insider  trading  in  ad 
vance  of  Lockheed  Martin' 
announced  buyout  of  Lora 
A  Lockheed  Marti: 
spokesman  confirmed  tha 
the  regulator  has  asked  th 
company  for  the  names  o 
people  who  knew  of  the  Jar 
8  deal  ahead  of  its  announce 
ment.  The  New  York  Stocl 
Exchange  is  also  investigat 
ing.  Loral  disclosed  the  in 
quiry  in  a  Feb.  27  SEC  filing 
but  both  Loral  and  the  sei 
declined  comment. 

ETCETERA... 

■  Weyerhaeuser  is  buyinj 
$500  million  worth  of  timber 
land  from  Hanson  PLC. 

■  Investors  poured  a  recon 
$28.9  billion  into  stock  mutu 
al  funds  in  January. 

■  Tears  on  the  Thames 
Princess  Di  agreed  to  Princi 
Charles's  divorce  request. 

■  Sam  Zell  is  suing  Rocke 
feller  Center  Properties  fo: 
breach  of  a  financing  pact. 
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During  the  past  year,  the  Colorado  River  carved 
lother  millimeter  into  the  Grand  Canyon,  Santa 
na  winds  shifted  millions  of  tons  of  sand  around  the 
[qjave  Desert,  and  Jeep  engineers  added  over  40  major 
ul>™'  Ivancements  to  Jeep  Grand  Cherokee  Limited  4x4. 

The  Jeep  Memory  System  allows  you  to  find 
r8J  ie  perfect  seat,  outside  mirrors,  and  radio  settings 
mutt    side  while  you  continuously  enjoy  the  scenery 
itside.  Activation  buttons,  located  on  two  indi- 
dual  key  fobs  and  the  drivers  door,  allow  two 
I    'rvers  to  set  their  ideal  positions. 

Dorit  let  all  this  luxury  fool  you.  Grand  Cherokee 

•>    50  offers  a  choice  of  an  improved,  quieter  4.0  litre 

„ael 


1-6  engine  or  an  available  5.2  litre  V8  engine,  the 
most  powerful  in  its  class*  With  its  new  "on-demand' 
exclusive  Quadra-Trac  4WD  system  you  can  take  it 
just  about  anywhere.  Plus,  for  an  added  sense  of 
security  on  your  journeys,  Grand  Cherokee  also 
comes  with  standard  dual  front  air  bags.1 

Discover  the  new  1996  Grand  Cherokee  for 
yourself.  Call  1-800-925-JEEP  for  your  nearest  dealer. 
Or  visit  our  Web  site  at  http://www.jeepunpaved.com 

Jeep 

There's  Only  One 


>urce  of  class:  Automotive  News,  10/95.    tAlways  wear  your  seal  bell.    Jeep  is  a  registered  trademark  ol  Chrysler  Corporation. 


Switch  to  Sprint  Business,  and 

Fridays  are  Free ! 


Call  Sprint  Business 

1  800  827  3700 


Look  for  Fridays  Free  at  \ 


Sprint 


i.  sprint. con 


Small  Businesses:  Call  now 
and  pay  nothing  for  a  year  of 
long  distance  calls  on  Fridays.* 

We've  always  said  we'll  help  your  business  do  more 
business.  Well,  now  when  you  sign  on  with  us.  we'll 
pay  your  long  distance  bill  for  Fridays. 
From  state  to  state.  Even  internationally.  All  your  long 
distance  calls  are  free!  Think  of  the  extra  business  you'll  do. 
The  rest  of  the  week,  get  Sprint's  low  flat  rates  on  all 
your  long  distance.  Any  time  you  call.  And  anywhere 
Including  calling  cards,  toll-free  service  and  faxes. 
But  don't  miss  another  free  Friday  Call  Sprint  Business  now. 

Hurry.  This  outstanding  offer  ends  soon. 


We  Help  Business  Do  More  Business 


•S50  monlhly  minimum  required  Domestic  origination  calls  only  Monthly  limits  apply  tor  tree  Fridays  Limited  time  otter  Not  valid  with  any  other  offer. 

Flat-rate  pricing  includes  intrastate  calling  where  available.  Restrictions  apply.  €'1996  Sprint  Communications  Company  LP. 
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\  BOMBING  PAUSE 

IN  THE  WAR  AGAINST  INFLATION?  

from  3%  to  1%  inflation  brings  a  big  economic  bonanza," 
says  Arthur  J.  Rolnick,  research  director  at  the  Federal  Re- 
serve Bank  of  Minneapolis. 

Indeed,  Greenspan  suspects  the  Fed  is  already  close  to  re- 
alizing its  ultimate  goal  of  stable  prices — given  a  statistical 
bias  that  may  overstate  inflation  by  as  much  as  1.5  percentage 
points.  The  Fed  chief  has  often  defined  price  stability  as  the 
point  at  which  businesses  and  individuals  stop  factoring  in- 
flation into  then"  behavior.  Among  recent  anecdotal  evidence 
bolstering  that  case:  The  length  of  new  union  contracts  av- 
eraged a  record  38.7  months — a  sign  that  workers  are  less 
concerned  about  protecting  their  wages 
against  future  inflation. 

Greenspan  feels  confident  that  the 
less  restrictive  monetary  course  he'll 
steer  this  year  will  please  Clinton's  oth- 
er two  Fed  nominees:  Office  of  Man- 
agement &  Budget  Director  Alice  M. 
Rivlin,  tapped  for  vice-chair,  and  St. 
Louis  economic  consultant  Laurence  H. 
Meyer,   nominated   as   a  governor. 
Greenspan  should  like  his  new  team- 
mates— he  may  have  helped  select 
them.  Some  Administration  officials 
question  whether  Senate  Republicans 
gave  the  Fed  chief  a  veto  over  Clinton's  picks.  Although 
Greenspan  denies  involvement,  some  Clintonites  suspect  he 
opposed  the  President's  first  choice  for  vice-chair,  financier  Fe- 
lix G.  Rohatyn,  a  strong  advocate  of  faster  economic  growth. 

There's  no  question  that  Rivlin  and  Meyer  are  more  in  sync 
with  Greenspan  than  Rohatyn.  Both  nominees  agree  that 
the  economy  can't  grow  much  beyond  2.2%  a  year  without 
rekindling  higher  prices.  And  neither  is  willing  to  drive  up  un- 
employment to  achieve  more  gains  against  inflation.  With 
the  political  winds  of  '96  howling,  a  moderate  monetary  poli- 
cy is  the  safest  bet — and  just  what  Dr.  Greenspan  ordered. 

By  Dean  Foust 


hen  Alan  Greenspan  emerged  from  the  Oval  Office  on 
Feb.  22,  the  normally  poker-faced  Federal  Reserve 
chairman  was  grinning  ear  to  ear.  And  why  not?  Pres- 
lent  Clinton  had  just  nominated  him  to  a  new  term  and  filled 
vo  other  Fed  vacancies  with  low-key  moderates  who  had 
reenspan's  blessing.  So  the  Fed  chief  will  have  carte  blanche 
/er  the  next  four  years  to  pursue  his  long-cherished  goal  of 
>ro  inflation.  Right? 

Hold  on.  Beneath  Greenspan's  ideological  armor  beats  the 
jart  of  a  cautious  pragmatist.  The  Fed  chief  has  checked  the 
itional  pulse  and  concluded  that  '96  is  no  time  to  push  the 
msumer  price  index  below  last  year's 
5%.  If  anything,  Greenspan  will  em- 
lasize   ensuring   annual  economic 
•owth  of  about  2%  for  as  long  as  pos- 
ble.  That  means  more  interest-rate 
its  may  come — perhaps  as  soon  as 
ar.  26,  when  the  rate-setting  Federal 
sen  Market  Committee  meets  next. 
)  scapegoat.  Some  hawks  on  the 
imc  still  want  to  wring  as  much  as 
other  percentage  point  out  of  the  in- 
tion  rate  in  coming  years.  But  pri- 
tely,  Greenspan  signals  that  the  po- 
ical  cost  of  such  a  move  would  far 
tweigh  the  unproven  economic  benefit.  Already,  the  mod- 
ate  growth  Greenspan  is  pursuing  to  keep  inflation  in  check 
under  attack  from  both  parties,  which  are  pushing  for 
ter  growth  to  allay  worker  job  insecurity.  The  Fed  boss 
ows  that  if  he  sacrifices  growth  to  squeeze  more  inflation 
of  the  economy,  he'll  goad  President  Clinton  and  Pat 
ichanan  into  making  him  a  scapegoat. 
In  an  ideal  world,  Greenspan  believes,  real  price  stability 
iuld  be  best.  But  he  recognizes  there  is  no  conclusive  Fed 
search  supporting  that  belief,  which  is  why  some  central 
tik  insiders  predict  Greenspan  will  be  cautious  about  driv- 
inflation  much  lower.  "Nobody  can  tell  me  that  going 


IN  HARMONY:  Rivlin,  Meyer,  Greenspan 


CAPITAL  WRAPUP 


DEMOCRATIC  DOWNSIZING? 


Corporate  America  is  taking  a  lot 
f  heat  from  Pat  Buchanan  for  work- 
r  layoffs,  but  guess  who's  also  think- 
lg  of  downsizing:  the  Democratic 
fational  Committee.  Party  sources 
ly  the  dnc  is  mulling  over  a  reduc- 
on  in  its  political  staff,  which  now 
umbers  38,  although  no  one  is  will- 
ig  to  say  how  many  might  be  let  go. 
he  reason  for  a  cutback:  White 
.ouse  political  advisers  want  the  dnc 
)  concentrate  its  spending  on  TV  and 
idio  ads  rather  than  on  salaries  to 


support  grassroots  activities,  phone 
banks,  and  outreach  to  constituency 
groups.  Of  a  record  $43  million  raised 
last  year,  the  dnc  spent  $15  million 
on  ads  promoting  President  Clinton. 
Another  barrage  of  commercials  is 
scheduled  to  begin  in  April. 

NEW  CONTRACT  CURBS 

►  The  Clinton  Administration  is 
planning  to  unveil  new  affirmative- 
action  rules  that  would  inhibit  feder- 
al agencies  from  steering  contracts 
toward  companies  owned  by  minori- 
ties and  women.  Administration  offi- 


cials have  been  reviewing  affirma- 
tive-action programs  since  last  June, 
when  the  Supreme  Court  issued 
stricter  guidelines  on  policies  for 
race  and  gender  preferences.  Recent 
political  backlash  is  also  driving  the 
change.  Under  the  new  rules,  the  Of- 
fice of  Management  &  Budget  must 
first  find  statistical  and  anecdotal  ev- 
idence of  discrimination  in  the  region 
and  industry  where  an  agency  plans 
to  grant  an  affirmative-action  con- 
tract. If  the  omb  finds  no  bias,  women 
and  minority  contractors  won't  get 
special  consideration. 
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JAPAN 


ANATOMY  OF 
A  TRAGEDY 

An  AIDS  scandal  shakes  Japan  Inc. 


For  someone  whose  life  has  been 
shattered,  Hiroshi  Shimizu  is  re- 
markably calm.  In  a  cramped  To- 
kyo law  office,  the  subdued,  bitter- 
man  in  his  30s — using  an  assumed  name 
for  the  interview — relates  how  he  be- 
came infected  with  the  HIV  virus  from 
tainted  blood  products  sold  by  Japanese 
hospitals  to  hemophiliacs  during  the 
mid-1980s.  "I  was  raped,"  says  Shimizu. 
"I  never  thought  doctors  would  give 
me  bad  medicine." 

Last  year,  Shimizu  was  shocked  when 
a  doctor  newly  transferred  to  his  hospi- 
tal broke  the  news,  b  mr  years  earlier, 
he  had  asked  his  previous  doctor  if  he 
could  safely  marry.  "He  told  me:  'There's 
absolutely  no  problem  '  even  though  he 
knew  [I  was  infected/'  Shimizu  says. 


"I  could  have  passed  it  to  my  wife." 
Luckily,  he  hasn't. 

Shimizu  is  one  of  more  than  2,000  he- 
mophiliacs and  their  loved  ones  infected 
with  the  deadly  virus  before  heat-treated 
blood  products  became  available  in  Japan. 
It's  a  tragedy — and  now  it's  a  national 
scandal.  In  recent  weeks,  the  country 
has  been  rocked  by  charges  that  Japa- 
nese drug  and  hospital  companies  kept 
selling  tainted  blood  even  after  the  aids 
threat  was  proved  beyond  a  shadow  of  a 
doubt.  Even  worse  is  the  charge  that 
the  Japanese  government  knowingly  al- 
lowed this  dangerous  practice  as  part  of 
a  policy  to  protect  domestic  companies 
from  foreign  competition.  Japan's  bureau- 
crats are  already  under  attack  for  their 
role  in  the  banking  fiasco.  As  the  aids 


PROTEST  VIGIL:  Finally,  the 
Health  Ministry  apologized 

scandal  unfolds,  Japanese  coi 
dence  in  government  could  ere 
y  even  further.  Big  settlements 
a  related  lawsuit  may  also  se 
precedent  in  other  aids  liabil 
cases  around  the  world. 

The  origins  of  the  tragedy 
back  to  1983.  By  then,  scic- 
tists  were  closing  in  on  the 
rus  that  causes  aids,  and  U. 
health  authorities  mandated  tl 
all  blood  products  be  heat-tre 
ed  to  protect  hemophiliacs  a 
patients  from  infection.  Jaj 
nese  authorities  were  concern 
as  well:  the  Health  &  Welfc 
Ministry  formed  an  aids  stu 
group  headed  by  the  countr 
foremost  hemophilia  expert,  1 
Takeshi  Abe. 

RAIN  AND  SLEET.  What  hi 
pened  next  has  only  just  be 
revealed,  thanks  to  an  inves 
gation  by  new  Health  Minisl 
Naoto  Kan.  According  to  inves 
the  ministry  group  on  July 
1983,  recommended  banning  untreat 
blood  imports.  Since  no  heat-treat 
products  were  then  available  from  Jaj 
nese  companies,  the  group  also  advis 
allowing  emergency  imports  of  heat-tre 
ed  blood  from  companies  such  as  U. 
drug  giant  Baxter  International  Inc. 

But  a  week  later,  the  recommenc 
tion  was  reversed.  According  to  men 
recovered  from  the  records  of  Atsu; 
Gunji,  then  head  of  the  ministry's  Biok 
ical  &  Antibiotics  Div.,  the  recommenc 
tion  was  overturned  because  it  woi 
"deal  a  blow"  to  domestic  compani 
Japan's  marketers  of  blood  produc 
bought  imports  of  untreated  blood — a 
they  did  not  have  their  heat-treatme 
processes  yet.  The  ministry  insisted  tl 
Baxter  conduct  two  yeare  of  clinical  te 
ing  in  Japan  before  it  used  its  new  he 
treatment  there.  Domestic  drug  comj 
nies,  led  by  Osaka-based  Green  Crc 
Ltd.  rushed  to  develop  their  own  trei 
ment  processes.  Meanwhile,  Baxter  a 
other  foreign  companies  that  alreai 
sold  untreated  blood  products  in  Jap 
had  to  continue  the  practice  if  th 
wanted  to  stay  in  the  market. 

The  recent  revelations  have  spark 
some  startling  events  in  a  count 
where  discussion  of  aids  is  still  large 
taboo.  In  Februaiy,  Health  Minister  K 
made  front-page  news  when  he  officii 
ly  apologized  to  Hiv-infected  hemop] 
liacs  and  families  who  had  staged  a  1 
hour  vigil  in  rain  and  sleet  outside  t 
ministry.  Dr.  Abe  abruptly  resigned 
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Protectionism,  Denial,  Apology 


Japan's  13-year  confrontation  with  HIV-infected  hemophiliacs 


1983  An  AIDS 
study  group 
formed  by 
Japan's  Health 
Ministry  refuses 
imported  U.S. 
heat-treated 
blood  for  hemo- 
philiacs because 
of  the  "impact  on 
domestic  mak- 
ers." The  ministry  also  re- 
fuses to  acknowledge  AIDS 


as  cause  of  death 
of  a  hemophiliac, 
despite  the  opinion 
of  attending  physi- 
cian Takeshi  Abe. 


1989  Hemophiliacs  file  suit 
in  Tokyo  and  Osaka,  de- 
manding compensation  from 
the  government  and  five 
pharmaceutical  companies. 


1985  The  ministry 
approves  treated 
blood  products. 
Takeshi  Abe      Later,  a  homosexual 
becomes  Japan's 
first  officially  recognized 
AIDS-related  death. 


1993  A  woman  infected 
with  HIV  by  blood  transfu- 
sions during  surgery  is 
awarded  government  com- 
pensation, even  though 
such  cases  have  not  been 
officially  acknowledged. 


1996  Naoto  Kan,  newly  ap- 
pointed Health  &  Welfare 
Minister,  forms  a  special 
team  to  handle  the  HIV  dis- 
pute. The  team  unearths 
"lost"  documents  revealing 
the  government's  foreknowl- 
edge. Kan  apologizes  to 
plaintiffs.  Efforts  are  under 
way  to  reach  a  settlement 
with  drug  companies. 

DATA:  BUSINESS  WEEK 


vice-president  of  Teikyo  University  on 
Feb.  26.  The  mother  of  one  aids  vic- 
tim is  pressing  for  murder  charges 
against  Abe.  He  hasn't  responded  pub- 
licly, but  university  officials  quoted  him 
saying  his  conscience  was  clear.  Atsuaki 
3unji  may  also  face  criminal  charges. 

Meanwhile,  lawsuits  filed  by  hemophi- 
iacs  and  their  families  in  1989  are  ap- 
aroaching  resolution.  Three  Japanese 
irug  companies  as  well  as  U.  S.-based 
Baxter  are  hashing  out  a  settlement  with 
;he  families.  Germany's  Bayer  Group, 
which  sold  blood  products  in  Japan,  is 
ilso  seeking  "a  constructive  solution." 

Although  the  total  liabilities  for  the 
:ompanies  could  approach  $2  billion,  vic- 
ims  call  the  court-recommended  pay- 
nents  of  $450,000  for  each  plaintiff 
pretty  cheap  for  a  human  life." 
[Tiey  want  at  least  $600,000  each 
emo^n  lump-sum  damages  as  well  as 
ther  compensation. 

If  similar  settlements  become 
he  norm  for  aids  liability  cases 
round  the  world,  industry  sources 
rorry  the  costs  could  be  stagger- 
ig  for  health-care  companies  in- 
olved  in  the  blood  business.  Bax- 
er  officials  say  the  company  is 
aking  a  $131  million  charge  relat- 
d  to  the  case,  but-  insurance  is 
overing  a  chunk  of  that.  Green 
'ross  said  on  Feb.  22  that  its  li- 
bility  from  the  settlements  would 
e  at  least  $200  million.  A  surprise 


Health  Ministry  inspection  of  the  compa- 
ny on  Feb.  23  revealed  evidence  sug- 
gesting that  Green  Cross  falsified  docu- 
ments to  indicate  that  it  had  stopped 
selling  tainted  products  before  it  actually 
had.  The  company  denies  any  intention- 
al alteration  of  documents. 

The  scandal  partly  reflects  Japan's 
long-standing  aversion  to  any  frank  dis- 
cussion of  aids  in  public.  More  than  a 
decade  into  the  epidemic,  some  Japa- 
nese physicians  still  don't  inform  infect- 
ed patients  of  then-  condition.  Some  hos- 
pitals still  turn  hiv  patients  away. 
Already,  400  Japanese  infected  by  blood 
products  have  died  of  full-blown  aids. 

The  scandal  also  sheds  light  on  deep- 
ly rooted  problems  with  the  Japanese 
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medical  system  and  the  government's 
oversight  of  it.  Blood-products  compa- 
nies are  eager  to  employ  the  Health 
Ministry  bureaucrats  who  once  regulat- 
ed them.  At  least  nine  ministry  bureau- 
crats have  retired  to  executive  positions 
in  the  blood  industry  since  1980.  This 
practice  is  part  of  the  Japanese  tradition 
of  amakudari,  or  "descent  from  heav- 
en." Ryuhei  Kawada,  the  20-year-old  he- 
mophiliac who  put  a  human  face  on  the 
blood  issue  when  he  went  public  with 
his  identity  last  year,  says:  "Amakuda- 
ri is  a  structural  problem,  and  the  gen- 
eral public  just  allows  it  to  exist." 
"VERY  SPECIAL.."  Kawada  and  his  moth- 
er helped  arouse  favorable  opinion  for 
then-  cause  by  coiuting  the  press.  Public 
outrage,  as  well  as  some  rulings 
for  the  plaintiffs  last  October,  may 
have  helped  cause  the  appointment 
of  reformer  Kan  to  the  Health  Min- 
istry. Kan,  a  patent  attorney  with  a 
long  history  of  civic  activism,  ig- 
nored objections  that  key  docu- 
ments had  been  "lost"  and  launched 
his  investigation.  Says  Toshihiro 
Suzuki,  one  of  the  plaintiffs'  leading 
lawyers:  "This  case  is  very  special 
because  we  rarely  have  proof  that 
the  influence  of  drug  companies  on 
public  policy  had  a  negative  effect 
on  patients." 

Yet  the  plaintiffs  still  feel  that 
some  stonewalling  is  taking  place. 
In  testimony  before  the  Diet,  for- 
mer ministry  officials  have  been 
vague  about  the  events  of  a  decade 
ago,  often  claiming  memory  loss. 
"I  trust  Kan  personally,  but  I  can- 
not trust  the  ministry,"  Kawada 
says.  "The  whole  system  should  be 
overhauled,  and  every  member  of 
the  ministry  must  change."  That's 
a  tall  order.  But  Kawada  and  his 
fellow  plaintiffs  have  already  dealt 
a  blow  to  the  image  of  the  Japa- 
nese Establishment. 

By  Edith  Hill  Updike  in  Tokyo, 
with  bureau  reports 
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FIAT'S  Y  WILL  GO  UP  AGAINST  CITROEN'S  SAXO 


UPSIDE 


Europe's  carmakers  do 
have  some  strong  points:  They've  cut 
costs,  boosted  quality  and  productivity, 
and  nearly  eliminated  debt  loads 


THE  BIG  SQUEEZE 
ON  CARMAKERS 

If  they  can't  boost  sales  abroad,  several  takeovers  may  loom 

One  of  the  titans  of  Eu- 
rope's car  industry, 
Fiat  Chairman  Gianni 
Agnelli,  retired  in  Febru- 
ary with  one  big  regret. 
Agnelli,  75,  wishes  he  could 
have  merged  Fiat  with  one 
or  more  of  its  competitors 
to  form  a  European  car 
group.  "National  egos  al- 
ways got  in  the  way,"  la- 
ments Agnelli,  who  tried 
to  merge  Fiat  with  Cit- 
roen, Peugeot,  and  Ford  of 
Europe.  Agnelli  figured 
that  only  a  giant  car  group 
could  prevail  in  tough  Eu- 
ropean and  global  markets. 

Agnelli  is  gone  from  the 
scene,  but  his  analysis  still 
makes   sense.    As  they 
gather  for  the  Geneva  Mo- 
tor Show  on  Mar.  5,  Europe's  car  boss- 
es are  confronting  another  rough  year 
in  a  lackluster  home  market.  As  a  re- 
sult, all  of  them  are  counting  on  ex- 
port drives  and  offshore  production  to 
offset  weakness  at  home.  But  if  their 
overseas  efforts  founder,  several  of  Eu- 
rope's auto  makers  may  yet  succumb 
to  a  takeover,  even  without  Agnelli 
around  to  spark  a  deal. 
SPOOKED  CONSUMERS.  Europe's  car- 
makers had  hoped  that  a  record  21  new 
models  last  year  would  reignite  local 
sales.  Some  models  were  hits,  such  as 
Audi's  $27,000  A4  sedan  and  Fiat's 
$11,000  subcompact  Punto.  But  industry 
sales  edged  up  just  0.6%.  And  as  rising 
unemployment  spooks 
consumers,  this  year- 
looks  only  slightly  bet- 
ter (chart). 

Oddly  enough,  ear- 
ly sales  numbers  for 
1996  are  up.  Car  sales 
in  Germany  leaped 
12%  in  January.  But 
c;irmakers  say  that 
was  a  fluke  caused  by 
the  late  arrival  in 
showrooms  of  models 
launched  last  fall,  such 
as  the  Opel  Vectra.  In 
a  January 
sales  jump  of  18% 


VOLVO'S  S40  IS  KEY  TO  THE  COMPANY'S  FORTUNES 


CAR  SALES  ARE 
IN  THE  SLOW  LANE 


'96 

k  MILLIONS  EST. 
DATA:  EUROPEAN  AUTOMOBILE  MANUFACTURERS  ASSN 
DRI/McGRAW-HILL 


stemmed  from  deliveries  postponed  by 
transport  strikes.  Now,  DRi/McGraw- 
Hill  analyst  Nigel  Griffiths  says  he  may 
cut  his  1996  growth  forecast  for  the 
European  market  to  2%  from  2.5%. 

Consumer  angst  is  hitting  profits. 
Volvo's  car  unit  lost  $124  million  in  the 
last  quarter  of  1995. 
Ford  of  Europe  saw 
profits  drop  9%  for  the 
year.  Meanwhile,  cash 
rebates,  which  eat  into 
margins,  have  become 
the  norm.  For  two 
years,  for  example,  the 
government  has  paid 
rebates  in  France — up 
to  $1,400  a  car.  Most 
manufacturers  match 
that  amount,  meaning 
French  motorists  can 
get  rebates  of  up  to 
$2,800. 

In  this  environment, 


auto  makers  will  offer  only  10  neA 
models  this  year.  Peugeot's  Citroen  uni 
is  about  to  launch  Saxo,  a  small  ca 
starting  at  $12,160.  Fiat's  Lancia  uni 
will  launch  a  Saxo  rival  called  the  Y.  gi 
is  introducing  a  minivan,  the  Sintn 
which  will  be  priced  at  roughly  $32,00 
in  Europe.  Especially  crucial  is  Volvo 
new  S40.  At  about  $27,000,  the  midsiz 
car  will  compete  against  smaller  BMW 
and  Mercedes.  If  the  S40  bombs,  am 
lysts  say  shareholders  could  deman 
that  Volvo  seek  a  partner. 
ROVER'S  focus.  As  they  assess  thei 
gloomy  market,  Europe's  auto  maker 
figure  they  do  have  a  few  advantage; 
Most  big  companies  have  managed  t 
contain  costs,  improve  quality,  and  neai 
ly  wipe  out  debt  loads.  Earnings  fo 
CM/Opel  were  up  in  1995,  and  gains  ar 
expected  at  Volkswagen,  too.  Som 
companies  have  cas 
troves — for  example  Volvc 
which  has  $4  billion. 

That  strength  is  neede 
for  a  global  push.  "Eurc 
pean  markets  are  tough, 
so  "we're  concentrating  o 
exports,"  says  John  Tow 
ers,  chairman  of  Britain 
Rover  Group  Holdings  pla 
owned  by  bmw.  Rover' 
sales  outside  Europe — es 
pecially  in  Jarcpan  and  th 
U.S.— jumped  38%  las 
year.  Ford  is  also  export 
ing  7%  of  its  Europear 
built  Mondeos— 28,50 
cars — to  southeast  Ash 
and  is  eyeing  Japan. 

Overseas  production  i 
on  the  rise,  too.  In  Apri 
Fiat's  Brazil  operation  will  roll  out  th 
Palio,  a  subcompact  "world  car."  Othe 
Palio  plants  will  follow  in  Argentina 
Morocco,  and  perhaps  South  Africa.  Cil 
roen  is  expanding  in  China,  while  Peugt 
ot  is  searching  for  a  partner  to  mak 
cars  in  the  U.  S.  Volkswagen  is  also  es 
panding  in  Brazil  and  sohclifying  its  pos 
tion  as  China's  biggest  auto  maker. 

Building  plants  abroad  may  not  re 
lieve  chronic  overcapacity  in  Europe 
But  if  competition  at  home  can't  pro 
duce  the  much  needed  shakeout,  rivalr 
in  global  markets  may  do  the  trick 
Foreign  ventures  that  flop  will  weake: 
companies,  leaving  them  exposed  t 
takeovers.  The  critical  battles  of  Eu 
rope's  car  wars  may  take  place  in  th 
showrooms  of  Sao  Paulo  or  Chicagc 
From  retirement,  Gianni  Agnelli  wil 
be  cheering. 

By  Stewa/ti  Toy  in  Pans,  with  Davit 
Woodruff  in  Bonn,  John  Rossant  ii 
Rome,  and  Julia  Flijim  in  London 
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KLM  AND  NORTHWEST: 
HUMBLE  IN  THE  COCKPIT 

'heir  pact  was  seen  as  a  model.  Now  it  may  be  unraveling 
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t  was  a  match  made  in  heaven,  or  at 
least  at  30,000  feet:  the  partnership  of 
KLM  Royal  Dutch  Airlines,  a  Euro- 
ean  carrier  with  a  tiny  home  market, 
nd  Northwest  Airlines  Inc.,  a  regional 
I.  S.  player  with  great  Pacific  routes, 
he  seven-year  KLM-Northwest  union — 
fhich  allows  them  to  merge  schedules, 
ricing,  and  service — has  been  adding 
200  million  annually  to  the  carriers' 
>mbined  revenue.  And  the  link  proved 
-itical  in  1993  when  Northwest  nar- 
>wly  avoided  bankruptcy  thanks  to 
250  million  in  loans  arranged  by  klm. 
Now  that  Northwest  is  prospering 
lain,  the  deal  may  be  unraveling,  klm 
suing  Northwest,  which  recently  post- 
i  a  record  1995  profit  of  $392  million 
id  boasts  the  highest  profit  margin 
nong  U.  S.  carriers.  At  issue  is  a  plan 
lopted  by  the  Eagan  (Minn.)  carrier 
st  November  that  would  prevent  the 
utch  airline  from  adding  to  its  20% 
ake  in  Northwest's  common  stock,  klm 
)lds  an  option  to  acquire  an 
Iditional  4%  of  Northwest's 
ock  in  1998 — a  right  granted 
r  Northwest's  other  original 
vestors  when  they  were  des- 
irate  for  cash  during  late 
•92.  Another  klm  lawsuit 
allenges  an  October  change 
a  stockholders'  agreement 
at  eliminates  its  veto  power 
er  a  major  sale  of  assets. 
All  this  bickering  could  de- 
roy  a  high-profile  pact  just 
other  carriers  are  attempt- 
1  to  imitate  it.  The  recent 
pen  skies"  agreement  struck 
the  U.  S.  and  Germany  to 
minate  restrictions  on  flights 
tween  the  two  countries  has 


sparked  new  interest  in  such  arrange- 
ments. But  "you  can't  have  a  good 
commercial  alliance,  which  is  based  on 
trust,  if  you  have  fractious  arguments 
over  governance,"  warns  Jon  F.  Ash, 
managing  director  with  Global  Aviation 
Associates  Ltd.  in  Washington,  D.  C. 
ANIMOSITY  DEFUSED.  The  dispute  is 
fierce.  Dealmakers  Gary  L.  Wilson  and 
Alfred  A.  Checchi,  who  bought  North- 
west in  a  1989  leveraged  buyout,  claim 
klm  is  seeking  "creeping  control"  of 
their  airline — even  though  American  law 
limits  foreign  carriers'  ownership  of  U.  S. 
airlines  to  25%.  A  source  close  to  klm 
fires  back  that  Wilson  and  Checchi  are 
only  interested  in  quickly  selling  North- 
west to  the  highest  bidder.  Sources  say 
Northwest  and  Continental  Airlines  Inc. 
discussed  joining  forces  last  year  but 
couldn't  agree  on  price.  So  far.  North- 
west employees,  who  are  represented 
by  three  board  members,  and  other 
original  investors  such  as  Bankers  Trust 


GROUNDED?  The  bickering 
between  the  two  airlines 
may  destroy  similar  pacts 

New  York  Corp.,  are  siding 
with  Wilson  and  Checchi. 

Many  on  Wall  Street  and 
in  the  airline  industry,  how- 
ever, are  sympathetic  to  klm. 
"Wilson  and  Checchi  agreed 
to  [the  stock  option]  and  now 
they're  trying  to  retrade  the 
deal,"  says  John  Pincavage, 
airline  analyst  with  Dillon 
Reed  in  New  York.  Since  go- 
ing public  again  in  March,  1994,  North- 
west's stock  has  more  than  tripled,  to 
around  $43,  greatly  increasing  the  value 
of  the  options  held  by  klm. 

Not  every  sign  points  to  trouble.  On 
Feb.  23,  klm  said  it  would  replace  its 
president,  Pieter  Bouw,  and  two  other 
klm  executives  on  Northwest's  board 
with  outsiders.  The  announcement  was 
coordinated  with  Northwest  and  ap- 
plauded by  Checchi  and  Wilson,  who 
had  been  complaining  the  klm  execs 
had  a  conflict  of  interest  because  of  their 
roles  at  both  companies.  The  move  also 
defuses  personal  animosity  between 
Northwest  ceo  and  President  John  H. 
Dasburg  and  Bouw.  klm  and  Northwest 
both  say  they  won't  allow  the  dispute  to 
kill  a  mutually  beneficial  arrangement. 

Yet  it  is  unlikely  that  the  core  of  the 
dispute — ownership  and  control  of 
Northwest — will  be  resolved  any  time 
soon.  Northwest  is  seeking  to  dismiss 
both  klm  suits.  But  if  that  gambit  fails, 
expect  protracted  litigation.  Checchi  and 
Wilson  are  not  allowed  to  sell  their 
shares  until  1997  under  an  agreement 
with  employees.  And  Checchi  says  that 
he  would  be  content  to  stay  at  the  com- 
pany "for  many  years  in  the  future." 
For  now,  it  appears  that  Northwest  and 
klm  are  stuck  with  each  other.  This 
once  heavenly  match  may  turn  out  to  be 
the  marriage  from  hell. 

By  Susan  Chandler  in  Chicago 


Can  This 
Marriage 
Be  Saved? 

Dealmakers  Wilson 
and  Checchi  claim 
klm  is  seeking 
"creeping  control"  of 
Northwest.  A  KLM 
source  says  the  two 
only  want  to  sell  to 
the  highest  bidder 


DATA:  BUSINESS  WEEK 


AUGUST,  1989 

KLM  pays  $400 
million  for  a  20% 
equity  stake  in 
Northwest  after  the 
airline  is  pur- 
chased in  an  LBO 
by  dealmakers  Gary 
Wilson  and  Al 
Checchi. 

DECEMBER,  1992 

KLM  takes  part  in 
a  $250  million 
loan  package  to 
bolster  ailing 
Northwest  and  gets 


low-priced  options 
to  buy  an  addition- 
al 4%  of  the  air- 
line's stock  in 
1998. 

JULY,  1993  North- 
west comes  within 
hours  of  filing  for 
bankruptcy,  but 
employees  agree  to 
$886  million  in 
wage  concessions. 

MARCH,  1994 

Northwest  goes 
public  again. 


NOVEMBER,  1995 

Northwest  adopts  a 
poison  pill  that 
limits  any  share- 
holder to  20%  of 
its  stock.  KLM  files 
suit,  saying  its 
rights  are  being 
abridged. 

FEBRUARY,  1996 

KLM  says  that  it 
will  replace  its 
three  directors  on 
Northwest's  board 
with  independent 
directors. 
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To  all  those  customers  who  helped  SGS-THOMSON  Microelectronics 
make  1995  another  year  of  steady  growth,  we'd  like  to  say 


SGS-THOMSON  has  recorded  yet  another  year  of  steady  and 
impressive  growth,  once  again  outpacing  the  rate  of  growth  in 
our  served  markets.  Net  revenues  are  up  34%  to  $3,554  billion, 
while  earnings  have  risen  from  $362.5  million  to  $526.5  million. 

Our  continued  growth  is  no  accident.  We're  successful,  in  large, 
because  of  strong  working  partnerships  with  the  customers  we 
serve.  Fully  51%  of  SGS-THOMSON's  business  is  devoted  to 
providing  those  customers  with  differentiated  products  — 
Microcontrollers,  Semicustom  ICs  and  ASSPs/Dedicated  ICs. 
Since  these  complex  devices  contain  a  high  level  of  customer 
system  architecture,  they  can  only  be  designed  and  built  with  the 
close  cooperation  of  both  partners. 

SGS-THOMSON,  from  its  side,  intelligently  drives  advances  in 
technology  and  production  capacity  build-up,  based  on  clearly 
defined  customer  needs.  New  products  are  planned  and  capital 
is  invested  to  satisfy  customer-driven  demands.  This  firm 
commitment  to  common  objectives  results  in  a  win-win  situation 
for  both  parties. 

As  we  enter  1 996,  our  financial  course  remains  steady.  We  have 
a  well-positioned  portfolio,  a  diversified  sales  base  —  both  by  end 
markets  and  geographically  —  and  significant  financial  flexibility 
based  on  a  very  strong  balance  sheet.  However,  our  most 
important  bottom  line  will  always  remain  the  satisfaction  of  our 
customers. 

Our  continued  success  has  renewed  and  strengthened  our 
dedication  to  all  whom  we  have  had  the  privilege  to  serve. 
Once  again,  thank  you. 


Net  Revenues:  Millions  of  Dollars       Net  Earnings:  Millions  of  Dollars 


1995  Sales  By  Region 


USA  24% 


1995  Sales  By  Product  Group 

Differentiated 

Products  51%     Logic  & 

Memories  24% 


Europe  46% 


Standard  & 
Commodity  ICs  9% 


Discrete 
Devices  16% 
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Service  and  Technology 
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FHE  FAULT  LINES  IN  ASIA 

IRE  STARTING  TO  LOOK  DANGEROUS 

F 


or  years,  the  Chinese,  Japanese,  and  Koreans  have  ar- 
gued that  they  could  overcome  traditional  animosities  by 
concentrating  on  making  money.  So  far,  they've  been  spee- 
icularly  right.  Despite  Japan's  economic  woes,  East  Asia  has 
nerged  as  the  world's  fastest-growing  economic  zone. 
But  suddenly  a  series  of  disputes  is  raising  questions 
>out  how  long  Asia  can  maintain  such  smooth  geopolitical 
ability.  Diplomats  are  focusing  on  China's  threatening  be- 
ivior  toward  Taiwan,  but  the  standoff  between  Beijing  and 
upei  is  not  the  only  hot  spot.  Kim 
mg-Il's  secretive  regime  in  North  Ko- 
a  could  collapse  at  any  moment  or,  in 
(speration,  pour  troops  through  the 
■militarized  zone  into  South  Korea, 
aina,  Taiwan,  Singapore  and  other 
•wers  are  all  racing  to  boost  their  mil- 
iry  arsenals.  And  there  are  even 
sarre  territorial  disputes  cropping  up 
ch  as  the  current  squabble  between 
oul  and  Tokyo  over  an  obscure  rock 
and  in  the  Sea  of  Japan. 
It  seems  a  good  bet  that  these  ten- 
uis will  increase.  They  are  not  as  ~ 
reatening  as  the  former  Soviet  Union  was,  but  they  will  be 
ich  trickier  for  the  Asians  and  the  U.  S.  to  manage  because 
clashing  interests  and  rising  nationalism.  It  will  also  be  in- 
;asingly  difficult  for  Washington  to  play  a  leadership  role,  in 
rt  because  Asians  fear  America's  commitment  is  waning. 
Now  that  there  is  no  common  Soviet  enemy,  Washing- 
m  key  allies,  Japan  and  South  Korea,  are  developing  agen- 
3  that  could  widen  differences  with  the  U.  S.  on  strategy 
d  tactics.  One  risk  is  that  a  rift  will  emerge  between  the 
S.  and  Japan  on  how  to  manage  a  more  assertive  China, 
nerica  is  urging  toughness,  while  Japan  seems  more  con- 
ned with  preserving  trade  interests.  U.  S.  diplomats  pri- 
mely criticize  Japan  for  not  helping  fight  Chinese  trafficking 
nuclear  weapons  technology  and  for  lukewarm  support  of 


UNWELCOME?  A  U.S.  fighter  in  Okinawa 


American  efforts  to  make  Beijing  play  fair  on  trade. 

Despite  the  warm  statements  following  the  recent  meeting 
between  President  Bill  Clinton  and  Japanese  Prime  Minister 
Ryutaro  Hashimoto,  security  differences  are  looming  larger. 
True,  the  two  countries  will  likely  find  a  way  to  keep  U.  S. 
troop  levels  in  Japan  at  47,000  while  defusing  outrage  over 
last  year's  rape  incident  by  gis  on  Okinawa.  But  how  much 
freedom  will  the  U.  S.  have  to  use  those  forces?  Tokyo  is  balk- 
ing at  Washington's  request  for  Japanese  logistical  support 
should  Japan-based  U.  S.  forces  be  need- 
ed to  deal  with  conflict  in  Asia.  "We 
would  be  placed  in  a  very  difficult  situ- 
ation," says  one  Ministry  of  Foreign  Af- 
fairs official. 

TOUGHER  LINE.  At  the  same  time,  Wash- 
ington is  finding  its  other  key  ally  in  the 
region,  South  Korea,  increasingly  hard 
to  lead.  The  main  issue  is  North  Korea. 
The  South  doesn't  want  Western  eco- 
nomic aid  to  prolong  the  life  of 
Pyongyang's  military  regime.  But  the 
U.  S.  worries  more  about  the  conse- 
"  quences  of  a  collapse  in  the  North, 
which  of  late  has  been  staggered  by  famine,  catastrophic 
floods,  and  high-level  defectors,  including  a  former  wife  of 
Kim.  To  prevent  an  explosion,  Washington  is  inclined  to  give 
the  North  a  helping  hand.  But  facing  tough  elections,  South 
Korean  President  Kim  Young  Sam  has  taken  a  harder  line 
against  such  assistance. 

Despite  all  these  thorny  problems,  the  pursuit  of  wealth 
and  industrialization  remains  the  region's  overriding  priority, 
and  Asian  government  and  military  leaders  recognize  that 
any  conflict  would  jeopardize  that.  The  likelihood  is  still 
that  Asians  will  be  able  to  keep  tensions  from  derailing 
their  economic  agendas.  But  clearly,  maintaining  that  bal- 
ancing act  is  getting  more  difficult. 

By  Brian  Bremner  in  Tokyo 


GLOBAL  WRAPUP 


S  FOKKER  DOOMED? 


The  prognosis  looks  grim  for  Fok- 
er,  the  troubled  Dutch  aircraft  manu- 
icturer.  On  Feb.  27,  Canada's  Bom- 
ardier  Inc.  said  it  wouldn't  bid  for 
okker's  assets,  concluding  that  such 
i  acquisition  would  be  too  risky.  Fok- 
er  is  desperately  hoping  that  South 
orea's  Samsung  Aerospace  Indus- 
•ies  Ltd.  will  make  an  offer. 
But  Fokker's  key  investor,  Daim- 
r  Benz,  is  skeptical  that  the  South 
oreans  will  be  able  to  extract 
lough  concessions  from  the  Dutch 


government  to  make  an  acquisition 
work  financially  Daimler  Benz, 
which  still  holds  a  majority  stake  in 
the  company,  tried  to  wrest  such 
concessions  and  failed.  Meanwhile, 
companies  such  as  British  Aerospace 
plc  are  lining  up  to  cherry-pick 
Fokker's  parts  if  the  company  is 
liquidated. 

DINI  BLURS  THE  ITALIAN  PICTURE 

►  The  decision  of  Italy's  acting  Prime 
Minister,  Lamberto  Dini,  to  throw 
himself  into  the  political  fray  could 
usher  in  a  center-left  coalition  in  up- 


coming parliamentary  elections  on 
Apr.  21.  Dini's  newly  formed  party 
could  wind  up  holding  the  balance  of 
power  after  the  elections. 

His  move  is  a  blow  to  the  ambitions 
of  former  Prime  Minister  Silvio  Ber- 
lusconi and  his  ally,  Gianfranco  Fini, 
leader  of  the  far-right  Alleanza  Nazio- 
nale  party.  The  sharp  rally  in  Italian 
bonds  following  Dini's  announcement 
shows  that  the  markets  think  he  may 
emerge  from  the  vote  as  a  strength- 
ened Prime  Minister  who  will  be  able 
to  push  through  a  tough  budget  for 
the  next  year. 
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Ten  years  of  downsizing 
and  widening  income 
inequality  have  taken  an 
enormous  social  toll. 
U.S.  workers  are  losing  faith 
in  their  ability  to  prosper 


You  hear  a  rumor:  A  General  Electric  Co.  plant  in  the 
Midwest  is  about  to  close  its  doors  and  move  its 
operations  south  of  the  border.  You  talk  to  a  Mend: 
Her  brother  turned  down  at&t's  buyout  offer,  only  to 
be  faced  with  immediate  dismissal.  You  consider 
your  future:  A  career  change  might  be  nice,  but  not 
an  involuntary  one.  So  you  rein  in  spending  and  ramp  up  sav- 
ings, just  to  be  safe. 

This  is  not  your  father's  economy. 

Instead,  it  has  turned  into  a  high-wire  act  for  everyone — 
from  the  blue-collar  worker  who's  eking  out  $5  an  hour 
plucking  chickens  to  the  bank  teller  whose  job  is  being  cut  in 
a  merger  to  the  midlevel  executive  who's  now  working  out  of 

his  home  as 
a  consultant. 
It  is  a  story 
that  can't  be 
told  by  the 

numbers,  because  the  numbers  at  times  are  misleading:  8  mil- 
J^lion  jobs  created  in  four  years,  the  unemployment  rate  at 
5.8%,  inflation  down  to  2.7%,  corporate  profits  on  a  four- 
year  roll,  and  four  years  of  economic  recovery  under  our 
belts  (page  52).  "All  the  economic  indicators  are  up . . .  except 
mine,"  says  Paul  J.  Szilagyi,  50,  an  unemployed  North  Miami 
Beach  resident  with  a  PhD  in  chemistry. 

It's  not  just  the  unemployed  like  Szilagyi  who  are 
experiencing  some  cognitive  dissonance  these  days.  Real 
wages  have  been  stagnant  for  most  of  the  past  two  decades. 
The  distribution  of  income  among  Americans  has  become 
more  unequal  over  the  same  period.  For  most  Americans,  the 
workplace  has  become  a  far  more  capricious  place.  During  the 
past  decade,  Corporate  America  has  restructured,  downsized, 
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and  his  supporters,  of  course,  have  a  wide-ranging  wish  li 
from  banning  abortion  to  walling  out  immigrants..  He  is: 
likely  to  win  his  party's  nommatioh7  but  Buchanan's  econo: 
ic  message  "will  survive  long  after  his  viability  as  a  candidt 
has  ended,"  says  Steven  S.  Roach,  an  economist  at  Morg 
Stanley  &  Co.  "(page  58). 

There  are  economists  who  believe  that  robust  econon 
growth  would  be  a  strong  palliative  for  this  angst — and 
causes.  James  K.  Galbraith,  an  economist  at  the  University 
Texas  at  Austin,  argues  that  the  unemployment  rate — and 
extension,  economic  growth — is  the  single  most  imports 
factor  affecting  the  distribution  of  income.  Push  the  unempk 
ment  rate  dramatically  lower,  he  says,  and  income  inequali 
will  be  far  less  of  a  problem. 

Everybody  agrees  that  economic  growth  stronger  than  \i 
year's  2.1%  would  help.  But  macroeconomic  policy  is  inac 
quate  to  address  the  powerful  structural  changes  in  t 
U.  S.  economy — the  widespread  diffusion  of  new  technology 
the  growth  of  trade's  role,  more  rapid  immigration. 
LOST  CONTRACT.  "People  have  a  sense  that  these  are  chang 
radically  different  from  anything  they  have  seen  befon 
says  Claudia  Goldin,  an  economic  historian  at  Harvard  U: 
versity.  Many  workers  lament  the  breakdown  of  the  soc 
contract  between  employees  and  employers — a  contract  tr 
once  made  it  possible  to  raise  both  a  family  and  one's  livi 
standards.  In  a  business  WEEK/Harris  Poll  of  1,004  adults  cc 
ducted  in  late  February,  77%  of  the  respondents  rated  lar 
corporations  only  fair  or  poor  at  providing  job  security  1 
their  workers,  and  78%  rated  the  companies  similarly 
their  loyalty  to  employees  (page  64). 

The  restructuring  of  Corporate  America  has  earned  en< 
mous  social  costs.  Nitin  Nohria,  a  professor  at  the  Harva 
business  school,  tracked  the  changes  that  engulfed  100 
America's  largest  companies — "symbolic  markers  of  our  w( 
being" — from  1978  to  the  present.  He  found  that  on  a  net  I 
sis,  22%  of  the  workforce  of  these  companies,  or  3  milli 
workers,  was  laid  off  during  the  period,  and  77%  of  all  layo 
involved  white-collar  workers. 

So  perhaps  it's  no  surprise  that  Corporate  America  gc 
its  share  of  blame  from  alienated  workers.  Workers  also  I 
lieve  that  something  should  be  done  about  imports  to  prot( 
U.  S.  jobs:  In  the  business  WEEK/Harris  Poll,  50%  of  the  i 
spondents  endorse  import  taxes  or  tariffs.  Since  the  mi 
1970s,  the  share  of  trade — imports  plus  exports — in  t 
American  economy  has  risen.  But  the  perceived  threat  m 
be  greater  than  the  real  threat.  Economists  believe  th 
global  trade  explains  perhaps  10%  to  15% — at  most  20%— 
the  increasing  inequality  of  wages.  By  the  same  token,  ii 
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right-sized,  and  reengineered  millions  of  people  out  of  their 
jobs  while  putting  the  squeeze  on  the  wages  of  remaining 
workers.  At  the  same  time,  top  executives  promised  that 
the  payoff  would  come — first  in  higher  productivity  and  then, 
labor's  due,  in  higher  wages. 

It  has  been  like  waiting  for  Godot.  It  took  a  rabble-rousing 
Pal  Buchanan,  fulminating  about  jobs  lost  to  Mexico  and 
r    dy  corporate  bosses,  to  give  voice — however  incendi- 
i      to  Americans'  frustrations  about  the  economy.  Buchanan 


migration  is  doing  very  little  direct  economic  damag 
If  trade  and  immigration  don't  play  such  a  big  role  in  d 
termining  people's  economic  well-being,  what  about  that  ot 
er  bugaboo,  technology?  By  and  large,  the  BUSINE 
WEEK/Harris  Poll  indicates,  workers  seem  about  evenly  divi 
ed  about  technology's  benefits  and  whether  it's  worth  e 
during  the  near-term  pain  for  the  long-term  gain  of  high 
productivity,  better  wages,  and  new  jobs. 

Speak  to  workers,  though,  and  they  know  that  there's  j 
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turning  back  and  that  they  are  going  to 
have  to  make  some  adjustments.  "It's 
not  like  the  old  days  when  you  gradu- 
ated from  high  school  and  had  the 
same  job  for  20  or  30  years,"  says  De- 
nis Velez,  a  47-year-old  commercial  pho- 
tographer. He  has  taken  a  job  that 
pays  $200  a  week  processing  film  at  a 
Ritz  camera  shop  in  Deerfield  Beach, 
Fla.,  so  he  can  get  health  benefits  for 
his  family.  "Technology,  especially  in 
the  field  I'm  in,  is  changing  so  much. 


Cover  Story 


In  a  couple  of  years,  film  itself  will  be 
obsolete." 

Although  workers  realize  they  have 
to  retool,  many  hope  for  guidance.  So 
far,  notes  Shoshana  Zuboff,  a  Harvard 
business  school  professor  and  author  of 
The  Age  of  the  Smart  Machine,  only  a 
handful  of  companies  have  committed 
the  resources  to  help  their  workforces 
develop  new  skills.  Today,  corporations 
essentially  all  have  the  same  technology, 
the  same  networking  systems,  the  same 
software,  she  says.  The  only  way  they 
can  beat  out  their  competitors  is  by 
enabling  their  biggest  asset — their 
workforce — to  be  more  innovative  in  us- 
ing the  technology  to  create  new  prod- 
ucts and  new  services  that  sell  well.  In- 
stead, throughout  its  decade-long 
restructuring,  Corporate  America  has 
primarily  viewed  workers  as  liabilities 
rather  than  assets  (page  60). 

The  Austrian-born  economist  Joseph 
Schumpeter  observed  that  creative  de- 
struction was  capitalism's  hallmark,  and 
today  Americans  are  feeling  its  effects 
with  a  vengeance.  If  America  wants 
the  benefits  of  expanding  trade  and 
technological  innovation,  it  needs  to  do 
more  to  ease  the  pain  of  transition. 
For  corporations,  that  means  better- 
training  programs,  heightened  sensi- 
tivity to  the  anguish  of  layoffs,  and 
shared  sacrifice  by  management.  For 
policymakers,  that  means  encouraging 
workers  to  gain  new  skills — by  intro- 
ducing training  vouchers  and  expanded 
investment  reitrement-type  accounts 
to  pay  for  tuition. 

Investing  in  human  capital  is  not  a 
new  idea — but  it  needs  to  be  pursued 
aggressively,  not  merely  be  given  lip 
service.  If  America  doesn't  respond  to 
this  challenge,  the  antibusiness  back- 
lash already  under  way  will  worsen, 
and  the  tenets  that  have  made  the 
American  economy  so  competitive 
and  vibrant  will  be  in  danger  of  being 
undermined. 

By  Karen  Pennar  in  New  York,  with 
■  B.  Garland  in  Washington,  Eliz- 
Roberts  in  Deerfield  Beach,  Fla., 
bureau  reports 


America  can't  return  to  the 
security  of  the  '60s,  but  job 
gains  and  rising  wages  show 
the  worst  is  probably  over 

Ask  Americans  what  worries  them 
about  the  economy,  and  they'll  tell 
you  straight  out:  Almost  every- 
thing. Slow  growth.  Unemploy- 
ment. Inflation.  Foreign  competition. 
Somewhere  along  the  way,  they  say, 
America  has  gotten  off  track.  "I  don't 
think  you  can  say  to  your  kids  anymore, 
'If  you  study  hard  and  play  by  the  rules, 
things  are  going  to  be  O.K.,'"  says  Ste- 
phen D.  McGregor,  44,  a  public-relations 
executive  at  a  Dallas  technology  compa- 
ny who  in  the  past  five  years  has  been 
laid  off  by  both  American  Airlines  and 
mci.  "You  can't  promise  that  anymore." 

The  hard  numbers,  though,  tell  a  much 
different  story.  The  U.S.  unemployment 
rate  hovers  at  a  low  5.8%.  Real  hourly 
wages  are  rising,  for  the  first  time  in  10 
years.  Corporate  America,  flush  with  a 
string  of  record -busting  quarters,  is  in- 
vesting in  new  equipment  at  near-record 
levels.  Productivity  is  rising.  Exports 
are  up  more  than  20%  in  just  the  past 
two  years.  And  the  soaring  stock  market 
is  pumping  up  the  retirement  funds  of 
much  of  the  American  workforce. 

The  problem,  then?  Job  insecurity — 
and  it's  a  big  one.  In  January  alone,  U.  S. 


corporations  announced  almost  100,0i 
job  cuts,  up  sharply  from  a  monthly  ra 
of  37,000  during  1995.  "In  December, 
was  telling  people  [job  cuts]  were  sic 
ing  down,"  says  John  A.  Challenger,  e 
ecutive  vice-president  at  Challenge 
Gray  &  Christmas  Inc.,  an  outplaceme 
firm.  "But  they're  accelerating  again." 

The  headlines  are  all  too  familn 
America's  biggest  companies  are  e 
gaged  in  a  brutal,  wrenching  transitu 
toward  a  global,  information-drive 
economy.  And  the  price  is  being  pa 
now  by  managers  and  professionals, 
full  11%  of  male,  college-educated  wor 
ers  lost  their  jobs  from  1991  throu| 
1993,  according  to  a  new  study  t 
Princeton  University  economist  Hem 
S.  Farber.  By  comparison,  during  tl 
recession  years  of  1981  to  1983,  8% 
this  group  experienced  a  job  loss. 
BIG  BLUE  BOUNTY.  Look  behind  tt 
headlines  about  massive  corporate  dow 
sizings,  though,  and  the  news  gets  be 
ter.  Of  the  8  million  new  jobs  created 
the  past  four  years,  some  60%  wei 
managerial  and  professional  position 
In  1995  alone,  the  U.S.  economy  create 
more  than  1  million  new  managerial  ar 
professional  jobs. 

Even  in  industries  where  job-slashir 
is  taking  place  at  record  levels,  simult 
neous  hiring  is  compensating  for  tl 
losses.  Take  communications.  During  tl 
past  two  years,  the  seven  regional  teL 
phone  companies  have  slashed  son 
125,000  jobs,  on  top  of  the  40,000  late 


Would  tight  borders  and  high  tariffs  ys 


52  B  I  INI  SS  WEEK  /  MARCH  11,  1996 


;er, 

lengei 
j  m 
ak 


its  announced  at  AT&T.  Nevertheless, 
e  industry's  total  employment  rose  by 
,000  during  the  period,  as  companies 
?efed  up  employment  in  cellular  and 
her  fast-growing  businesses. 
Then  there's  IBM.  Since  1987,  it  has 
t  about  180,000  workers.  Now,  IBM  is 
.nding  out  8%  pay  increases  to  those 
milial 10  remain.  Mere  significantly,  it  is  hir- 
ire  ei  i  g  again — for  its  computer-services 
m.  "We  need  roughly  10,000  people  a 
ar  for  that  business,"  says  IBM  Chief 
nancial  Officer  G.  Richard  Thoman. 
jid  our  major  constraint  looking  for- 
ird  isn't  demand.  It  is  finding  those 
,000  people." 

For  many  communities,  the  downsiz- 
f  or  closing  of  major  employers  in- 
ally  seems  like  an  economic  catas- 
>phe.  Yet  new  jobs  often  spring  up 
replace  the  old  ones.  That's  true  for 
Chester,  N.Y.,  which  in  recent  years 
s  absorbed  big  job  cuts  at  Xerox, 
stman  Kodak,  and  Bausch  &  Lomb. 
ivertheless,  the  unemployment  rate 
the  Rochester  area  has  fallen  from 
%  to  3.8%  during  the  past  year,  well 
ow  the  national  average. 
But  what  about  wages?  Americans 
gloomy  because  their  paychecks  seem 
be  growing  more  slowly  than  in  the 
>0s.  But  what  they  don't  factor  in  is 
A  it  inflation  is  much  lower  as  well.  Since 
»3,  consumer  prices  have  risen  at  only 
!.6%  annual  rate,  the  slowest  pace 
ce  the  mid-1960s.  As  a  result,  real 
ges  and  salaries  have  posted  about  a 
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1%  increase  over  the  same  stretch. 

Compared  with  the  huge  jump  in  prof- 
its, those  pay  hikes  are  puny.  Yet  they 
are  an  improvement  over  the  real-wage 
declines  Americans  experienced  through 
most  of  the  '80s  and  early  '90s.  And  the 
trend  remains  positive.  Based  on  dri/Mc- 
Graw-Hill  forecasts,  inflation  should  stay 
tame  in  1996.  So  real  wages  and  salaries 
could  rise  by  another  0.6%.  Surprisingly, 
the  gains  are  filtering  down  to  less-skilled 
workers.  These  are  the  people  who  saw 
their  wages  plummet  even  during  the 
Reagan  boom  era.  Yet  during  the  past 
two  years,  real  hourly  wages  for  pro- 
duction and  nonsupervisory  workers  have 
risen  for  the  first  time  in  10  years. 
minimal  EFFECT.  Presidential  candidate 
Pat  Buchanan  says  U.S.  jobs  would  be 
higher  paying — and  better  protected — in 
a  country  with  a  closed  border  and 
tough  trade  tariffs.  Again,  the  numbers 
provide  little  evidence  that  either  one 
has  much  of  an  effect  on  the  wages  of 
America's  workers.  A  new  analysis  by 
economists  George  Borjas,  Richard  Free- 
man, and  Lawrence  Katz  of  Harvard 
University  concludes  that  trade  and  im- 
migration contributed  only  "modestly" 
to  falling  real  wages  for  high  school 
graduates  in  the  1980s. 

The  reason:  Immigration  and  trade 
are  simply  not  big  enough,  relative  to 
the  whole  economy,  to  produce  big  effects 
on  wages.  Immigrants  represent  just  9% 
of  the  labor  force,  and  merchandise  im- 
ports account  for  only  10%  of  gross  do- 


mestic product.  Moreover,  some  60%  of 
U.  S.  non-oil  imports  come  from  coun- 
tries with  higher  labor  costs,  like  Japan 
and  Germany,  giving  little  incentive  to 
cut  wages  in  the  U.S.  to  compete. 

Indeed,  trade  may  help  explain  why 
wages  have  risen  during  the  past  two 
years.  Despite  the  $175  billion  trade 
deficit  in  1995,  the  largest  on  record, 
exports  are  far  outpacing  the  growth 
of  the  overall  economy.  As  exporting 
industries  crank  up  output,  they  need 
more  workers,  helping  push  wages  up. 
And  these  gains  may  be  only  a  down- 
payment  on  the  benefits  of  trade.  In  re- 
cent years,  America's  major  trading 
partners — the  European  Community,  Ja- 
pan, and  Canada — have  been  stuck  in 
slow  gear.  As  their  economies  stabilize, 
U.S.  export  growth  should  accelerate 
even  further,  pushing  up  wages  in  ex- 
porting industries. 

Underlying  all  of  these  gains  is  a  fun- 
damental improvement  in  U.S.  produc- 
tivity growth.  Right  now,  the  official 
numbers  show  that  output  per  worker  is 
rising  at  a  1.1%  annual  rate,  about  the 
same  as  in  the  1980s.  But  these  statis- 
tics don't  include  data  from  the  informa- 
tion economy — everything  from  the 
Internet  to  automated  teller  machines. 
Most  economists  agree  that  once  the 
Commerce  Dept.  revises  the  statistics 
later  in  the  decade,  it  will  become  clear 
that  productivity  is  on  the  upswing. 

Need  more  proof  that  productivity  is 
on  the  rise?  Look  at  Corporate  America's 


ries?  There's  little  evidence  that  would  happen 
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How  ironic.  As  the  demands  of  your  far-flung  business  network 
become  more painfidly  convoluted,  the  solution  becomes  simplicity 
itself:  Call  Digital.  You  need  to  weave  hardware  and  software 
from  different  suppliers  into  a  seamless,  productive 
whole?  Digitals  strengths  in  multi-vendor  service 
and  support  are  unequalled.  You  want  to 
harness  the  competitive  potential  of  the  Internet, 
without  exposing  your  company  to  information  highwaymen? 
Digitals  years  of  experience  in  secure  public  networking  are 
unrivalled.  Above  all,  you  have  to  plan  today  for  an 
erwrmously  uncertain  tomorrow? 
Every  Digital  solution — from  CPUs 
to  storage,  asset  management  to  migration 
services — is  engineered  to  keep  working,  to  keep  evolving,  to 
keep  paying  dividends  come  what  may.  In  other  ivords,  if  it's 

your  job  to  connect  an 
enterprise  with  its  data, 
its  customers,  its  partners 
|™    and  the  world,  your  shortlist  should  be  very 
WHATEVER  IT  TAKES  SM    short  indeed.  Call  1-800-DIGITAL,  e-mail  to 
moreinfo@digital.com  or  visit  us  at  http://www.digital.com. 
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profit  performance.  Since  1992,  real  cor- 
porate profits  have  risen  by  34%,  a  big- 
ger increase  than  they  registered  during 
the  previous  15  years.  And  that's  without 
significant  price  increases  in  their  prod- 
ucts. The  higher  profits  have  sent  the 
stock  market  soaring  by  68% — a  big  ben- 
efit for  the  approximately  20%  of  the 
workforce  who  own  stocks  or  have 
401(k)s.  James  R.  Passier  had  worked 
for  29  years  for  Travelers  Corp.,  the 
Hartford  insurer,  before  taking  a  sever- 
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ance  package  at  the  end  of  1994.  But  he 
still  owns  shares  in  the  company,  which 
have  doubled  in  value  since  then.  "It 
may  not  be  a  good  place  to  work,"  says 
Passier,  "but  it's  a  helluva  stock  to  own." 

What  about  the  payoff?  Is  Corporate 
America's  wrenching  transition  creat- 
ing an  economy  that  can  successfully 
compete  in  a  global  economy?  Future 
economic  growth  is  fueled  by  invest- 
ment in  physical  and  human  capital — 
and  in  both  respects,  the  U.  S.  is  in  far 
better  shape  than  it  was  during  the 
1980s.  Business  spending  on  new  equip- 
ment, financed  by  strong  profits,  has 
climbed  to  a  record  8%  of  national  out- 
put. In  1995,  the  manufacturing  capacity 
of  the  nation's  factories  rose  by  4.3%, 
the  biggest  increase  in  25  years. 

Not  only  do  workers  have  newer  and 
more  sophisticated  equipment  on  their 
jobs,  but  they  also  are  becoming  better 
educated.  In  1987,  57%  of  high  school 
graduates  went  to  college  soon  after 
graduation.  That  percentage  now  is  62% 
and  climbing,  despite  rising  college  costs. 
By  comparison,  the  percentage  of  high 
school  graduates  enrolling  in  college  hard- 
ly rose  from  the  late  1960s  to  the  mid- 
1980s.  Among  males,  the  share  going  to 
college  actually  fell  during  the  period. 

Access  to  education  is  the  key  to  suc- 
cess in  a  world  where  well-paid  jobs  for 
high-school  grads  are  vanishing  and  being 
replaced  by  managerial  and  professional 
positions.  The  challenge  for  America:  en- 
suring that  everyone  has  the  chance  to 
get  the  education  and  training  needed 
to  succeed.  "The  data  is  very  clear  about 
the  relationship  between  education  levels 
and  economic  success,"  says  IBM  Chair- 
man Louis  V.  Gerstner  Jr.  "If  our  coun- 
try can't  get  a  sense  of  alarm  and  start 
educating  the  30%  to  40%  at  the  low 
end,  we  are  going  to  be  in  trouble." 

Can  America  stage  a  return  to  the 
1960s,  an  era  of  wage  increases  and  se- 
curity for  all?  Not  likely.  But  there  is  a 
payoff  to  America's  transition:  an  econ- 
omy that  will  benefit  most  Americans — 
no  matter  what  Buchanan  says. 

Michael  J.  Mandel  in  New  York, 
bureau  reports 


BUCHANAN  ON  BIG  BUSINESS, 
BLUE  COLLARS,  AND  JOE  McCARTHY 


With  his  fiery  oratory  and  his 
guerrilla  campaign,  Pat  Bu- 
chanan continues  to  be  a  major 
factor  in  an  increasingly  bloody  Re- 
publican Presidential  race,  business 
week  Washington  Bureau  Chief  Lee 
Walczak  caught  up  with  Buchanan 
on  Feb.  27  in  Arizona  and  got  a 
firsthand  glimpse  of  the  two-fisted 
commentator's  unusual  blend  of 
free-market  economics  and  blue-col- 
lar populism. 

Q:  Isn't  campaigning  on  the  plight  of 
blue-collar  workers  a  bit  of  a  stretch  for 
a  pro-business  Republican? 
A:  I'm  still  pro-business.  I  was  a  reso- 
lute free-trader  in  Ronald  Reagan's 
White  House.  I  was  the  strongest  sup- 
porter of  his  vetoes  of  bills  calling  for 
quotas  on  [foreign]  shoes  and  textiles. 
But  gradually,  I  came  to  see  that  the 
U.  S.  share  of  the  world  manufacturing 
base  was  diminishing.  You  visit  facto- 
ries, you  talk  to  workers,  and  you  see 
the  consequences  of  the  policies  we  rec- 
ommended. And  you  see  that  just  as 
there  are  big  winners  in  these  trade 
deals,  there  are  losers.  All  over  Ameri- 
ca, there  are  losers  in  the  millions. 

Q:  So  Republicans  share  the  blame? 
A:  Indeed  we  do.  During  the  cold  war, 
we  allowed  Japan  complete  access  to 
our  markets  without  demanding  access 
to  theirs.  We  opened  up  our  market  to 
people  whose  wages  were  much  lower 
than  those  of  Americans,  and  often  jobs 
were  lost.  These  trade  policies  have 
contributed  to  the  social  problems  of 
the  U.  S. 

Q:  Are  you  questioning  the  premise 
that  the  push  into  the  global  market- 
place raises  U.  S.  living  standards? 
A:  I  agree  with  [U.  S.  Trade  Represen- 
tative] Mickey  Kantor  when  he  says 
that  $1  billion  in  exports  equals  20,000 
jobs,  and  when  you're  running  close  to  a 
$200  billion  merchandise  trade  deficit, 
you're  talking  about  4  million  lost  jobs 
every  year.  You're  talking  about  the 
deindustrialization  of  America,  the  ex- 
port of  our  factories  and  manufacturing 
base,  and  you're  talking  about  increas- 
ing America's  dependence  on  foreign 


countries,  even  for  necessities.  I 
think  the  U.  S.  should  be  depenc 
foreign  countries  for  anything.  S 
jectives  are  a  thriving  economy- 
soaring  Dow  Jones. 

Q:  But  wouldn't  the  huge  tariffs 
propose  amount  to  a  heavy  tax 
on  the  very  workers  you  champi 
A:  My  critics  are  disingenuous, 
are  mistaken.  Every  single  dime 
in  tariff  revenues,  which  are  cor 
tion  taxes  on  foreign  goods,  won 


cut  taxes  for  American  business 
workers.  Look,  the  entire  Repul 
run  on  tariff  revenues  during  its 
decades,  and  the  country  grew  f 
agricultural  republic  of  3  million 
mightiest  industrial  power  on  ea 
where  our  workers  made  two  or 
times  what  workers  overseas  mj 

Q:  O.  K.,  Pat  Buchanan  is  in  th 
House,  and  AT&T  cuts  ^0,000  job, 
do  you  do? 

A:  I  think  you  can  use  the  bully 
but  there's  not  a  great  deal  you 
We've  got  to  start  cutting  tax  ra 
deregulating  business,  especially 
businesses,  so  they  can  pick  up  i 
workers  that  Big  Business  is  lop 
off.  Small  business  is  creating  th 
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900  SE  5-door  Turbo 


The  new  Saab  900  SE  5-door  Turbo  is  engineered  to  increase  both  your  pulse  and  the  distance  between  you  and  other  cars, 
eluding  the  Volvo  850GLT  and  the  Audi  A4!  Its  0  to  60  in  under  7  seconds  is  pure  exhilaration.**  And  its  five-door  roomy  interior, 
jre  liberation.  So  any  way  you  open  it  up,  it's  huge.  No  wonder  it's  a  Consumer  Review  "Top  10 
)orts  Car.'  t  For  a  free  Saab  Excursion  Kit,  call  I -800-582-SAAB,  Ext.  249.  www.saabusa.com 
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THE  PEOPLE 
VS.  BUSINESS 

Throughout  the  past 
century,  the  relationship 
between,  Corporate 
America  and  society  has 
swung  between  hostility 
and  harmony 


DATA:  ALFRED  D.  CHANDLER  JR  AND  RICHARD  S. 
TEDI.0W,  TH[  COMING  Of  MANAGERIAL  CAPITAL- 
ISM; BUSINESS  WEEK 


1880-1900 


Rapid  industrialization  in  sugar 
refineries  and  elsewhere  challenges 
an  economy  rooted  in  agrarianism  and  individual  en- 
terprise. Big  monopolies  are  born.  A  raft  of  anti-Big 
Business  literature  appears. 


WRITING  A  NEW 
SOCIAL  CONTRACT 

O.K.,  job  security  is  dead.  Where  do  we  go  from  there? 


We  still  don't  have  it  right.  For 
more  than  a  century,  since  rail- 
roads and  steel  mills  first  over- 
ran a  nation  of  farmers  and  en- 
trepreneurs, the  question  of  corporate 
obligation  has  vexed  and  divided  Amer- 
icans. What  does  business  owe  its  work- 
ers? What  is  its  social  responsibility? 
Should  investors  call  all  the  shots? 

Corporate  America,  by  and  large, 
clings  to  faith  in  the  restorative  powers 
of  the  marketplace:  "The  idea  of  corpo- 
rations taking  on  social  responsibility  is 
absolutely  ridiculous,"  says  Chrysler 
Chairman  Robert  J.  Eaton.  "You'll  sim- 
ply burden  industry  to  a  point  where  it's 
no  longer  competitive."  Meanwhile,  lib- 
eral intellectuals,  bizarrely  reinforced 
by  Pat  Buchanan's  populist  rhetoric, 
have  returned  to  the  comforting  vision 
of  a  "stakeholder  economy'  where  a 
company's  employees,  custo;  ers,  and 
communities  enjoy  legislated  ! 
THIRD  PATH.  In  the  real  world  either 
solution  is  completely  satisfactory  uner- 
icans  waul,  something  more  sub  itial 
than  an  invisible  hand:  95%  ol  004 
adults  surveyed  in  a  business  weei  •>• 
ris  Poll  rejected  the  view  that  cor| 
tions'  only  role  is  to  make  money, 
people  also  say  they're  leery  of  reg 
tory  intervention.  "Business  works  bet 
if  government  stays  out  of  it,"  says  Doi 
Rees,  31,  a  Dallas  attorney. 

And  so,  in  isolated  pockets  of  Cor- 
porate America,  a  middle  path  is  slowly 


emerging,  one  that  reflects  a  new  para- 
digm for  business  and  society  in  a  glob- 
al market.  It  recognizes  that  job  securi- 
ty died  with  the  1980s — but  concedes, 
too,  that  employers  bear  an  obligation  to 
help  workers  through  transitions.  And  it 
attempts  to  align  the  interests  of  in- 
vestors, managers,  and  employees,  aim- 
ing to  share  both  the  risks  and  the  re- 
wards of  doing  business. 

Why  should  employers  buy  into  this? 
Certainly,  the  profit  motive  remains  as 
relevant  as  ever:  Companies  that  can't 
compete  are  the  ones  that  shed  jobs 
and  abandon  communities.  "My  compa- 
ny is  du-ectly  responsible  for  the  liveli- 
hood of  some  thousand  people.  I  con- 


HMI  While  unions  expand,  12 

Mnl  are  killed  as  steelworker 
the  Homestead  Steel  Works,  ownec 
Andrew  Carnegie  (center).  Labor  ^ 
lence  spreads  to  railroads  and  min 

sider  that  my  contribution,"  says  Er 
Smith,  whose  small  Glendale,  Cal 
company  negotiates  building-main 
nance  contracts. 

But  a  nod  to  stakeholders  can  p: 
duce  results.  At  Starbucks  Corp.,  wh 
provides  all  employees — even  part-tii 
store  clerks — with  health  insuran 
stock  options,  and  training  and  can 
counseling,  worker  turnover  is  less  th 
60%  annually,  well  below  the  30( 
restaurant  industry  average.  When  P 
nacle  Brands  Inc.  lost  $40  million 
trading-card  business  to  the  1994  ba; 
ball  strike,  it  challenged  workers 
come  up  with  new  products  and  co 
cutting  ideas;  they  did,  and  sales  jumf 
80%  in  two  years.  No  jobs  lost. 
thinking  AHEAD.  Indeed,  the  new  p; 
adigm  says  layoffs  are  not  inevitab 
Rather,  stability  is  both  more  effecti 
and  easier  for  society  to  take.  "Her 
the  challenge  for  business  leadersh 
to  manage  continual  improvement 
your  competitive  position  through 
smoother  management  process  so  yoi 
see  less  dramatic  dislocation,"  sa 
Thomas  P.  Gerrity,  dean  of  the  Univi 
sity  of  Pennsylvania's  Wharton  Scho 

The  old  way:  Wells  Fargo  Co.  mal 
a  hostile  bid  for  First  Interstate  B; 


9MHI  The  Depression  rocks  faith  in  IPfP^V  ^he  P°stwar  boom.  Emp 

mmmkm  business,  and  union  member-  ImhI  men!  and  workers  wage 

ship  triples.  Franklin  Roosevelt  regu-  steadily,  along  with  corporate  pro 

lates  securities  markets  and  banks;  America's  love  affair  with  consum 

signs  bills  strengthening  workers'  rights,  and  the  automobile-begins. 
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Woodrow  Wilson  is  elected 
with  an  antibusiness  mandate, 
ars  later,  he  creates  the  Federal 
Commission  to  regulate  "unfair" 
3S  practices. 


1920s 


The  "welfare  capitalism"  move- 
ment induces  employers  to 
provide  their  workers  with  housing, 
such  as  Coalwood  in  West  Virginia,  as 
well  as  education,  pensions,  and  stock. 


"p.,  threatening  8,000  jobs  and  enrag- 
Californians.  The  new  way:  Steel 
xlucer  Nucor  Corp.  manages  down- 
*ns  by  gearing  down  to  four-day 
rkweeks;  employees  lose  pay  but 
ip  their  jobs.  Southwest  Airlines  Co. 
}ids  job  cuts  by  sticking  to  its  low- 
it  strategy  through  good  times  and 
1;  workforce  stability,  it  thinks,  gives 
in  edge  over  rivals. 
Before  the  ax  does  fall,  companies 
l  help  workers  enhance  skills  that 
i  get  them  work  elsewhere.  A  grow- 
■  number  of  academics  and  consul- 
ts advocate  this  notion  of  "employa- 
ty"  as  the  basis  for  a  new  social 
itract:  With  no  job  guaranteed,  indi- 
uals  are  responsible  for  keeping 
mselves  marketable,  but  employers 
obliged  to  offer  resources  for  self- 
iluation  and  training, 
deluxe  Corp.,  for  one,  announced  in 
uary  that  it  would  close  26  of  its  41 
ck-piinting  plants.  But  new  ceo  John 
Blanchard  III  elected  to  stretch  the 
tdowns  over  two  years  and  increased 
company  funding  for  education  of  up 
$7,500  per  worker  annually,  from 
100.  "Companies  owe  it  to  their  em- 
cees always  to  upgrade  skills,"  he  says, 
executives  and  academics  say  em- 


ployability  programs  produce  a  commit- 
ted workforce  willing  to  innovate  and 
take  risks.  The  problem:  They're  ex- 
pensive, and  the  nebulous  results — 
borne  out  over  an  employee's  lifetime — 
are  difficult  to  quantify.  Though 
committed  in  principle,  many  companies 
are  wary  of  investing  in  workers  who 
may  take  their  skills  to  another  em- 
ployer. "They  are  still  struggling  with 
it,"  says  consultant  Judith  A.  Water- 
man. "No  one  has  the  real  answer." 
BIG  DIVIDE.  They're  also  wrestling  with 
the  matter  of  pay.  While  not  everyone  is 
offended  by  big  executive  paychecks, 
workers  resent  the  ceo  who  profits  at 
their  expense.  AT&T  has  shed  125,000 
jobs  since  1986,  but  ceo  Robert  E. 
Allen's  salary  and  bonus  has  jumped 
more  than  fourfold,  to  $3.3  million  in 
1995.  Though  he  took  a  $200,000  pay 
cut  last  year,  he  also  won  options  worth 
$9.7  million.  No  wonder  the  troops  are 
outraged.  "People  at  the  top  are  stealing 
from  people  at  the  bottom,"  says 
William  Bessesen,  a  Denver  resident 
who  left  his  job  at  an  office-supply  com- 
pany after  it  was  acquired. 

The  question  isn't  so  much  who  should 
get  the  spoils:  Few  argue  that  investors 
shouldn't  be  rewarded  for  their  capital. 


Rather,  the  idea  is  to  make  workers' 
motivation  consistent  with  that  of  man- 
agers and  investors.  "We  share  the  pain 
and  share  the  gain,"  says  Nucor  ceo 
John  D.  Correnti.  At  Nucor,  every  em- 
ployee's pay  depends  on  the  steelmaker's 
profitability.  IBM  workers  will  get  8%  av- 
erage pay  and  bonus  increases  this  year 
for  exceeding  1995  profit  targets.  Joseph 
P.  Sullivan,  chairman  of  fertilizer  giant 
Vigoro  Corp.,  limits  his  own  salary  to 
20  times  that  of  $25,000  entry-level 
workers.  "Everybody  should  pay  if  a 
company  is  having  a  bad  year — or  a  bad 
decade,"  he  says. 

The  possibility  that  such  strategies 
can  drive  performance  intrigues  some 
executives.  Even  more  compelling  is  the 
threat  that  popular  discontent  with  Cor- 
porate America  will  encourage  restric- 
tive laws,  such  as  that  proposed  by  Sen- 
ator Edward  M.  Kennedy  (D-Mass.)  to 
require  companies  to  report  on  social 
responsibility  efforts.  "If  it  takes  too 
myopic  a  view  of  its  responsibility,  busi- 
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ness  will  be  put  on  the  receiving  end  of 
ill-conceived  legislation,"  says  Jeffrey 
A.  Garten,  a  former  Commerce  Under 
Secretary,  now  dean  at  the  Yale  Uni- 
versity School  of  Management. 

It  has  happened  before:  Unionism  and 
ever-expanding  regulation  were  the 
products  of  earlier  bouts  with  economic 
anxiety,  of  a  sense  that  the  sharehold- 
er/stakeholder balance  was  out  of  whack. 
Now,  Americans  say  they  would  favor 
tax  incentives  to  reward  employers  that 
preserve  or  create  jobs.  What  they  re- 
ally want  is  for  companies  to  ease  the 
pain  of  transition  and  share  in  the  sac- 
rifices required.  Far  better  for  employers 
to  figure  that  out  on  their  own. 

By  Keith  H.  Hammonds  in  New 
York,  with  Wendy  Zellner  in  Dallas, 
Richard  Melcher  in  Chicago  and  bu- 
reau reports 


[nip!  Unprecedented  merger  activity  MB  Mike  Milken  cometh.  Hoping  jjWWPfB  The  payback  never'  arrives, 

vage  marks  the  "go-go"  years.  But  mmmm  to  ward  off  hostile  bids,  MMM  Instead,  globalization  stokes 

•ate prd  'nment  steps  up  environmental  employers  start  to  slim  down,  asking  the  restructuring  of  American  industry. 

Usui  il  regulation,  sparked  by  such  workers  to  sacrifice  in  return  for  a  later  Pat  Buchanan  and  others  ride  the  new 

as  Love  Canal.  payback.  Workers  generally  accede.  antibusiness  wave. 
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CLINGING  TO 
THE  SAFETY  NET 

Most  nations  want  to  streamline  their  economies  slowly 


■  f  Karl-Heinz  Jacobitz  were  Ameri- 
I  can,  he  would  probably  support  Pat 
I  Buchanan.  In  January,  after  35  years 
I  of  service,  the  58-year-old  Berliner 
lost  his  job  at  a  tile  and  marble  compa- 
ny, which  closed  its  doors  for  lack  of 
funds.  Like  bitter  workers  all  over  the 
world,  he  thinks  Germany's  economic 
angst  has  something  to  do  with  compe- 
tition from  lower-paid  employees.  "The 
big  problem  is  that  this  country  lets 
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too  many  foreigners  in,"  he  grumbles. 

There's  no  question  that  open  bor- 
ders, free  trade,  and  economic  globaliza- 
tion hurt  workers  in  the  rest  of  the  in- 
dustrial world  as  well  as  the  U.  S.  And 
from  France's  Front  National  to  Italy's 
Alleanza  Nazionale,  populists  are  call- 
ing for  a  step  backward  from  free-for-all 
competition.  But  outside  the  U.  S.,  such 
movements  are  mostly  splinter  groups. 
Rather  than  turning  to  isolationism, 
mainstream  politicians  in  Continental 
Europe  and  Japan  are  trying  to  cope 
with  the  challenges  of  a  world  market 
by  fine-tuning  their  economic  models. 

And  they  don't  want  to  follow  in 
America's  footsteps.  Europe  and  Japan 
have  a  more  paternalistic  corporate  cul- 
ture  and  a  much  wider  social  safety  net 


than  the  U.  S.  That's  not  about  to 
change.  These  countries  will  probably 
try  to  limit  further  damage  from  global 
competition.  In  Europe,  that  could  mean 
a  delay  in  monetary  union,  more  regula- 
tory barriers  to  imports,  and  moves  to 
avoid  currency  overvaluation  that  price 
up  exports.  In  Japan,  deregulation  is 
likely  to  be  gradual,  and  companies  will 
keep  downsizing  by  attrition  rather  than 
through  huge  layoffs. 
NO  HARD  LINE.  Germany's  attitude  is 
typical.  Still  one  of  the  world's  highest- 
cost  producers,  the  country  is  bleeding 
jobs  abroad,  resulting  in  unemployment 
of  nearly  11%.  Overregulation  and  steep 
tax  rates  stunt  economic  growth,  pro- 
jected at  barely  1.5%  this  year.  But  Ger- 
many has  no  intention  of  radically  speed- 
ing up  deregulation  and  layoffs.  Klaus 
Friedrich,  chief  economist  at  Dresdner 
Bank,  believes  German  leaders  should 
continue  trimming  the  social  safety  net — 
but  not  too  fast.  Germans  point  with 
horror  to  the  crime,  drug  use,  homeless- 
ness,  and  poor  public  education  that 
Americans  endure.  "We  would  not  trade 
places  with  the  U.  S.,"  says  Friedrich. 

The  Italians  agree.  Angst  is  running 
high  in  a  country  that  enjoyed  nearly 
four  decades  of  spectacular  postwar 
growth.  After  recession  hit  in  1993, 
many  private-sector  companies  have 
slimmed  down,  racking  up  productivity 


TO  THE  BARRICADES 

French  workers  went  on 
a  21-day  strike  when 
deficit-cutting  seemed  to 
threaten  the  welfare  state 

gains  of  close  to  4.5%  a  year  while  r 
wages  barely  budged.  Now,  Italy  m 
shrink  its  bloated  public  sector,  wh 
accounts  for  44%  of  economic  outf 
Yet  while  Italy's  economists  agree  t 
government  is  too  big,  they  don't 
lieve  the  U.  S.  model  of  cutting  the  v 
fare  state  to  the  bone  is  viable  for 
Old  World.  "In  Europe,  the  hard  1 
doesn't  work,"  says  Giuseppe  Roma, 
rector  of  Rome-based  think  tank  Cen 

Fear  of  public-sector  downsizing  r 
especially  deep  in  France.  When 
French  last  December  paralyzed 
transit  system  with  a  21 -day  strike 
wasn't  12%  unemployment  they  w 
protesting.  Their  great  fear  is  destr 
tion  of  the  welfare  state  as  France  ti 
to  reduce  its  public  deficit,  at  5.5% 
gdp  last  year,  to  meet  the  3%  requi 
ment  for  European  monetary  union, 
deed,  resistance  to  deep  cuts  in  pul 
spending  is  likely  to  postpone  that  n 
step  toward  European  integration. 

Japan,  too,  approaches  globalism  - 
ferently  from  America.  That's  not 
say  the  Japanese  aren't  suffering.  M 
ufacturing  companies  are  moving  ji 
offshore,  and  with  an  official  unempl 
ment  rate  of  3.4%  that's  probably  hi 
er  in  reality,  lifetime  employment 
mostly  a  fond  memory.  But  most  cor 
rate  downsizing  is  occurring  by  at 
tion.  And  in  the  service  sector,  com 
nies  still  employ  vast  numbers  of  bar 
productive  workers  to  maintain  stabil 
In  Japan's  managed  economy,  "we 
lieve  gradualism  is  better  than  ru 
ing,"  says  Shinichiro  Kobayashi,  a  ser 
manager  at  Bank  of  Tokyo.  Also, 
like  their  U.  S.  counterparts,  Japan 
ceos  are  taking  pay  cuts,  even  thoi 
at  around  $558,000,  compensation 
the  average  Japanese  corporate  chieft 
is  nearly  half  the  $927,000  averag< 
top  U.  S.  boss  makes. 

It  remains  to  be  seen  whether  Buc 
nan  will  goad  Corporate  America 
ward  a  form  of  competitiveness  th; 
easier  on  workers.  What's  certain  is  £ 
economic  pressure  from  the  fast-grow 
emerging  economies  will  challenge  i 
First  World  well  into  the  21st  centu 
Yet  national  economic  styles  are  unli 
ly  to  disappear.  It  may  well  be  tl 
rather  than  follow  the  Americans'  le 
Europe  and  Japan  will  find  a  differ 
way  to  serve  the  harsh  taskmaster 
global  capitalism. 

By  Joan  Warner  in  New  York,  u 
bureau  reports 
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Every  minute  of  every  day,  our  111  brands  and  companies  analyze,  edit  and 
erpret  information  for  an  ever-changing  world.  So  you  can  make  the  most  of  it. 
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AMERICA,  LAND  OF  THE  SHAKEN 


Pat  Buchanan  and  the  other  bashers  of  busi- 
ness are  on  to  something.  Americans  have  a 
bad  case  of  the  jitters:  Fully  67%  say  the 
American  dream  is  getting  further  out  of  reach, 

and  they're 
worried  about 
a  broad  array 
of  economic 

threats.  Corporate  America  comes  in  for  much  of 
the  blame  from  a  public  that  gives  it  painfully 
low  marks  on  a  variety  of  measures — especially 
when  it  comes  to  how  companies  treat  their  em- 


Cover  Story 


ployees.  By  a  78%  majority,  respondents 
large  companies  as  only  fair  or  poor  on  1 
workers. 

That's  a  big  failing  in  the  eyes  of  mosl 
cans.  By  a  stunning  95%-to-5%  majority, 
companies  should  have  a  sense  of  respon 
not  only  to  shareholders  but  also  to  worl 
local  communities.  If  there's  any  consolat 
industry,  it's  that  government  is  even  les 
liked.  More  Americans  blame  public  sper 
high  taxes  for  their  income  woes  than  Bi 
ness  and  Wall  Street. 


NOT  SUCH  A  WONDERFUL  LIFE 

Compared  with  what  you  had  expected  your  life  to  be  when  you 
were  younger,  do  you  feel  that  your  standard  of  living,  work  and 
career,  and  family  life  have  turned  out  better  than  you  expected, 
worse,  or  about  what  you  thought  they  would  be? 

BETTER  WORSE      ABOUT  SAME      NOT  SURE 

Standard  of  living  40%  15%  44%  1% 

Work  and  career  39%  20%  38%  3% 

Family  life  44%  17%  38%  1% 

SLIPPING  FAITH  IN  THE  FUTURE 

Do  you  expect  that  your  children  will  have  a  better  life  than  you 
have  had,  a  worse  life,  or  a  life  about  as  good  as  yours? 

FEB.  1996  AUG.  1989 

Better  50%  59% 

Worse  16%  10% 

About  as  good  26%  25% 

No  children/not  sure  8%  6% 

ITS  STILL  THE  ECONOMY,  STUPID 

How  concerned  are  you  about  each  of  these  threats  to  prosperity 
in  the  1990s — very  concerned,  somewhat  concerned,  not  very 
concerned,  or  not  concerned  at  all? 


VERY 

SOMEWHAT 

NOT 

NOT 

NOT 

VERY 

AT  ALL 

SURE 

Decline  in  economic 

growth  

44%  . 

.  .  .  42% 

8%  . 

.  .  .  6% 

.  .  0% 

Unemployment  ■.  

52%  . 

.  .  .  29%  .  .  . 

.  10%  . 

.  .  .  9% 

.  .  0% 

Inflation  

45%  . 

.  .  .  36%  .  .  . 

.  12%  . 

.  .  .  6%  .  . 

. .  1% 

Foreign  competition  . . 

.  .  36%  . 

.  . . 36%  .  .  . 

.  15%  . 

.  13%  . . 

. .  0% 

Another  stock  market 

crash  

26%  . 

.  . . 30%  .  .  . 

.  24%  . 

.  19%  .  . 

. .  1% 

RUNNING  HARDER 

For  most  Americans,  do  you  think  the  American  dream  of  equal 
opportunity,  personal  freedom,  and  social  mobility  has  become 
easier  or  harder  to  achieve  in  the  past  10  years? 

Easier  31% 

Harder  67% 

Not  sure  2% 


BLAME  WASHINGTON  AND  BUSINESS 

Government  statistics  show  that  incomes  for  many  workin 
cans  have  stayed  fiat  for  15  years.  Would  you  say  that  each 
following  is  a  major  reason,  a  minor  reason,  or  not  a  reasoi 
for  the  phenomenon? 

MAJOR  MINOR 

Increased  government  spending . . .  72%  . . .  20%  . 

High  taxes  66%  . . .  25%  . 

The  decline  of  the 

manufacturing  economy  59%  . . .  32%  . 

Increasing  global  competition  52%  . . .  35%  . 

Excesses  of  big  business 

and  Wall  Street  :  46%  . . .  36%  . 

Declining  membership  in 

labor  unions  28%  . . .  39%  . 


NOT 

rea: 

.  T, 
.8"! 

.8<i 
\V, 

15"! 

301! 


LESS  CONFIDENCE  IN  THE  BOSS 

As  far  as  the  people  running  big  businesses  are  concerne 
you  say  you  have  a  great  deal  of  confidence,  only  some  co 
or  hardly  any  confidence  in  them? 

FEB.  1996    FEB.  1995  FEB.  1 996 

A  great  deal  ....  12%  ....  19%  Hardly  any  . . .  26%  . . 
Only  some  60%  51%    Not  sure  2%  . . 

BOOS  FOR  CORPORATE  AMERICA 

How  would  you  rate  large  companies  in  America  on  eacl 
following? 


Making  good  products 
and  competing  in  a 


EXCELLENT  PRETTY 
GOOD 


ONLY 
FAIR 


P00I 


Training  their  employees 
to  give  them  new  job  skills . . 
Providing  reasonable  wages, 


Planning  for  the  long- 
term  future   

Creating  good  new  job 

opportunities  

Really  caring  about 


14%  . 

.  44%  . 

.  33%  . 

.  .9" 

.8% 

.31%. 

.  40%  . 

.  19' 

4%  . 

.  32% . 

.  47%  . 

.  16' 

6%  . 

.  28%  . 

.  40%  . 

.25' 

4%  . 

.  26% . 

.  45%  . 

.24 

4%  . 

.  20% . 

.  43%  . 

.33 

What  is  the  purpose  of  a  corporation?  95%  say  some  pre 
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atli 


NOT  A 


EXCELLENT 

PRETTY 
rnnn 

ONLY 

PAIR 

POOR 

NOT 

oUnt 

3% 

19% 

.  36% 

41% 

1% 

oyalty  to  their 

/ees  

3%  . . 

.  18% .  . 

.  38%  . 

.  .  40%  . 

.  .  1% 

FOR  RELIEF 

h  of  the  following,  please  say  if  you  agree  strongly,  agree 
hat,  disagree  somewhat,  or  disagree  strongly: 


AGREE 
STRONGLY 


AGREE 
SOMEWHAT 


DISAGREE 
STRONGLY 


DISAGREE 
SOMEWHAT 


NOT 
SURE 


S.  government  should  use  lower 
3  reward  companies  that  create 
erve  jobs  and  train 

5  54%  ....  32%  8%  6%  0% 

business  executives  seem  to  do 
Dersonaily  as  profits  increase,  but 
nployees  get  no  benefit  from 

profits  53%  ....  28%  ....  12%  7%  0% 

me  I  hear  of  a  company  downsizing 
ing  off  thousands  of  workers, 
about  my  own  job  as  well  as  those 


12% 


7% 


f«(l 


>!li 


le  close  to  me .  51%  28% 

many  American  companies  are 

lg  American  jobs  with  low-paid 

,  in  countries  in  Asia  and  Latin 

3  50%  ....  26%  . . . .  10%.  .  .  .  12% 

j Id  increase  import  taxes  or  tariffs 
y  products  coming  into  this  country 
ct  American  jobs  from  foreign 
ition  50%  ....  24% 

)ng  run,  free  and  fair  trade  is 
:  policy  and  will  do  more  for 
in  jobs  than  protectionism 
ds  to  keep  out  products  made 
 33%  ....  38% 

•al,  what  is  good  for  business 
for  most 

ins  32%  ....  39% 

government  should  use  higher  taxes 
ize  companies  that  eliminate  jobs, 
ants,  or  pay  their  executives  extremely  high 
sation  40%  ....  27%  . . . .  16%. . . .  17% 

are  necessary  for  many  companies 

ne  more  efficient  and  prepare 

e  growth  17%  ....  37%  ....  22%. . . .  24% 


2% 


.9: 


15% 


18% 


20% 


10% 


9% 


8% 


2% 


1% 


2% 


1% 


0% 


0% 
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THE  BOTTOM  LINE 

'the  following  statements  do  you  agree  with  more 
} 

porations  should  have  only  one  purpose — to  make  the 
ifit  for  their  shareholders — and  their  pursuit  of  that  goal 
est  for  America  in  the  long  term  5% 

porations  should  have  more  than  one  purpose.  They 
!  something  to  their  workers  and  the  communities  in 
ley  operate,  and  they  should  sometimes  sacrifice 
of  it  for  the  sake  of  making  things  better  for  their 
and  communities  95% 


A  MINORITY  OF  LUDDITES 

Which  of  the  following  statements  do  you  agree  with  more 
strongly? 

Rapid  technological  change  is  producing  some  pain 
and  economic  dislocation,  but  in  the  long  run  will  be 

good  fortheU.S  54% 

or 

Rapid  technological  change  is  causing  severe  job  losses  and  is 

harmful  for  the  U.S  42% 

Both,  neither,  not  sure  4% 

OVERPOWERING  INFLUENCE? 

Let  me  read  you  some  statements  about  America  in  the  1990s. 
For  each,  tell  me  if  you  tend  to  agree  or  disagree: 

AGREE       DISAGREE   NOT  SURE 

On  balance,  business  has  bene- 
fited more  than  consumers  from 

government  deregulation   72%  25%  3% 


Business  has  gained  too  much 

power  over  too  many  aspects  of 

American  life  71%  28% 


1% 


American  business  should  be 
given  most  of  the  credit  for  the 
prosperity  that  has  prevailed 

during  most  of  the  1990s  55%  44%  1% 

Most  of  the  problems  of  American 
business  are  the  result  of  unfair 

foreign  competition  49%  50%  1% 

NO  MANIA  FOR  MERGER  MANIA 

There  has  been  a  massive  wave  of  mergers  and  acquisitions 
sweeping  the  country.  In  general,  do  you  think  these  mergers 
and  acquisitions  have  been  good  for  the  country,  bad  for  the 
country,  or  not  made  much  difference? 

Good  for  the  country  12% 

Bad  for  the  country  42% 

Not  made  much  difference  43% 

Not  sure  3% 

WHO'S  TALKING 

Are  you  presently  employed  full-time,  employed  part-time,  unem- 
ployed but  looking  for  work,  retired,  disabled,  or  something  else? 

Employed  full-time  53%    Retired  18% 

Employed  part-time  11%    Disabled  4% 

Unemployed  but  Something  else  6% 

looking  for  work  4%    Not  sure  0% 

Unemployed  but 

not  looking  for  work  4% 

Edited  by  Mark  N.  Vamos 

Survey  of  1,004  adults  conducted  Feb.  23-26,  1996  for  business  week 
by  Louis  Harris  &  Associates  Inc.  Prior  polls  were  of  1,250  adults  on  Aug. 
25-29,  1989,  and  of  1,249  adults  on  Feb.  16-19,  1995.  Results  should 
be  accurate  to  within  3  percentage  points. 


ild  sometimes  be  sacrificed  for  the  public  good 
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Entertainment 


MOVIES 


FATAL 

SUBTRACTION? 

Hollywood's  creative  accounting  gets  a  rewrite 


There  truly  is  no  business  like 
show  business.  Hollywood  enjoys 
accounting  rules  unique  in  Amer- 
ican industry.  How  unique?  Mil- 
lions spent  on  executive  salaries,  failed 
projects,  advertising  costs,  and  even 
lunches  can  be  counted  as  long-term 
assets,  not  expenditures.  The  remark- 
ably pliant  rules  have  allowed  some 
companies  to  rejigger  quarterly  profits 
and  balance-sheet  entries  with  more 
ease — and  less  public  outcry — than  or- 
dering up  a  happy  ending  for  The  Scar- 
let Letter. 

That's  about  to  change.  An  eight-man 
task  force  of  public  accountants,  studio 
finance  executives,  and  a  Wall  Street 
analyst  has  been  quietly  working  since 
last  year  on  new  accounting  rules  that 


aim  to  reform  the  Hollywood  numbers 
game  for  the  first  time  in  decades.  The 
proposed  reforms  will  be  unveiled  on 
Mai1.  5  and  could  be  approved  by  the  Fi- 
nancial Accounting  Standards  Board, 
which  dictates  accounting  rules  for  all 
U.  S.  companies,  by  yearend. 

There's  a  lot  more  at  stake  than  a 
footnote  in  a  10-K.  If  the  most  radical 
of  the  reforms  being  pushed  by  mem- 
bers of  the  panel  are  adopted,  valua- 
tions for  entertainment  companies  will 
undergo  a  seismic  shift.  Task-force 
member  and  Schroder  Wertheim  &  Co. 
Managing  Director  David  J.  Londoner 
estimates  entertainment  companies 
could  be  forced  to  take  more  than  $2 
billion  in  immediate  write-downs  and 
that  reported  earnings  could  fall  by  as 


released,  plus  costs 
related  to  everything 
from  Bigwig  salaries 
to  paper  clips.  Vio- 
lent Death's  cost 
now  totals  $100 
million. 


1 Bigwig  Pictures 
makes  Violent 
Death,  spending  $50 
million  to  acquire 
the  story,  hire  actors, 
and  shoot  the  movie. 

2 The  studio  spends 
another  $40  mil- 
lion to  advertise  and 
release  Violent 
Death.  The  movie's 
reported  cost  climbs 
again  as  the  studio 
adds  on  $10  million 
more  to  cover  expens- 
es from  other  films 
that  were  never 


much  as  15%,  though  stock-price  mu 
pies  will  likely  rise. 

Reform  has  been  brewing  for  seve 
years,  as  financial  woes  at  such  com] 
nies  as  Cannon,  Carolco,  and  Ori 
caused  investors  to  lose  hundreds 
millions  of  dollars,  in  part  because  t 
accounting  rules  allowed  these  com] 
nies  to  obscure  their  true  financial  ci 
dition.  Last  year,  the  fasb  asked  1 
task  force  to  draw  up  new  rules. 
SCHMOOZER  BLUES.  Chaired  by  Spell: 
Entertainment  Group  Inc.  Chief  Fin; 
cial  Officer  Thomas  P.  Carson,  the  ti 
force  already  has  agreed  to  stamp  < 
many  of  the  abuses  that  have  given 
vestors  nasty  surprises  in  the  past.  S 
dios  will  have  only  ten  years  to  fu 
amortize  a  movie,  for  example;  curre 
ly,  they  face  no  limits.  Other  chanj 
may  cramp  many  a  schmoozer's  style, 
such  expenses  as  a  producer's  lunch  1 
no  longer  will  be  lumped  in  with  va| 
overhead  costs  but  instead  must  be  t: 
to  one  project. 

But  the  toughest  reform  on  the  ta 
is  the  one  the  industry-dominated  t; 
force  is  as  yet  unwilling  to  make.  Stud 
most  unorthodox  practice  is  the  capil 
ization  of  exploitation  costs.  This  L 
studios  list  as  assets  billions  of  dollars 
advertising  that  other  industries  mi 
count  as  expenses.  The  payoff:  bloal 


released.  After 
deducting  $20  mil- 
lion, or  that  year's 
share  of  expenses, 
Bigwig  shows  an 
immediate  $180  mil- 
lion profit.  The  stu- 
dio's earnings  and 
stock  price  jump.  Th< 
remaining  $80  mil- 
lion the  studio  spent 


3 Bigwig  faces  a 
depressed  stock 
price  and  investor 
pressure.  It  decides 
to  predict  that  Vio- 
lent Death  will  bring 
in  $1  billion  over  the 
next  20  years  from  its 
release  to  home 


video,  pay  TV,  regular 
TV,  laser  disks,  and 
foreign  markets. 
Because  the  studio 
says  Violent  Death 
will  be  making  money 
for  20  years,  Bigwig 
can  take  that  long  to 
subtract  the  film's 
bloated  $100  million 
cost  from  its  books. 

4 Violent  Death 
takes  in  $200 
million  in  box-office 
and  home-video  rev- 
enue in  the  year  it  is 


on  the  film  remains 
on  Bigwig's  books  for 
years — as  an  asset, 
not  a  liability. 


DATA.  BUSINESS  WEEK 


THE  STUDIO 

NUMBERS 

GAME 

Hollywood's 
unusual  account- 
ing rules  are  about 
to  undergo  their 
first  reform  in 
decades.  The  prob- 
lem with  current 
rules  is  that  stu- 
dios can  routinely 
make  profits  look 
better  than  they 
actually  are. 
Here's  how  the  sys- 
tem can  work: 
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THIS  IS  BIG 


90MHz 


The  Satellite  Pro'"  features  the 
incredibly  fast  2. 9v,  90MH; 


ntium  processor,  speci/ictilly  designed  fur  notebooks.  It's 
all  the  speed  you  need  for  tasks  such  as  database  retrieval 
anil  multimedia  presentations. 


1»3dia 


It's  not  just  the  si;e  of  this 
'DIA.   display  that's  awe  inspiring,  it's 
the  resolution.  At  800x600,  you  see  up  to  56%  more 
of  your  document  than  a  standard  screen*  So  you  see 
more  columns  in  your  spreadsheet  or  words  in  your 
document.  In  fact,  you  see  more  of  everything. 


CD-ROM 


The  410CS  offers  an  optional  modular 
Quad-Speed  CD-ROM  drive  (comes 
standard  on  41 OCDT  >  that  can  be 
easily  swapped  out  u  ith  a  floppy 
drive.  Or  hot-plug  in  the  floppy 
drive  externally  and  use  both.  You 
the  pou'er  of  multimedia  to  go. 


 :     _  #  #«A  +mr?~ 


Shown  here  wirh 
optional  nn.Mjul.ir 
CD-ROM  drive 


THIS  ISN'T. 


PRODUCING  THE  NEW  SATELLITE  PRO  SERIES. 

he  Satellite  Pro" offers  super-fast  90MHz  Pentium 
ertormance  with  modular  Quad-Speed  CD-ROM  and 
10  million  byte  hard  drive.  Pull  up  masses  of  insinuation  from  larye 
itabases  and  develop  sophisticated  multimedia  presentations.  A  giant 


$3199 


11.3"  display  provides  a  stunning  show  of  realistic  images  and 
color.  And  the  sound  is  exceptional,  with  its  crisp,  clear  stereo 
capabilities.  The  Satellite  Pro  offers  the  best  of  multimedia 
in  living  color.  But  when  you  check  the  price,  you  won't  believe  your  eyes. 
Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


Satellite  Pro 

410CDT: 

•  11.3"  dia.  color  TFT  active  matrix  display 
supporting  64K  simultaneous  colors  at 
800x600  resolution 

•  Integrated  modular  Quad-Speed  CD-ROM 

•  Modulat  3.5"  FDD  included 
410CS**: 

•  11.3"  dia.  color  DSTN  dual-scan  display 
supporting  256  simultaneous  colors  at 
800x600  resolution 


•  Integrated  modular  3.5"  FDD 

•  Optional  modular  Quad-Speed  CD-ROM 
BOTH  MODELS: 

•  90MH:  Pentium'  processor  (2. 9v) 

•  810  Million  Bytes  (=772MB)  HDD 

•  8MB  EDO  RAM  expandable  to  40MB 

•  Lithium  Ion  battery 

•  Sound  Blaster "  Pro  compatible,  .WAV 
and  MIDI  sound  support 

•  Two  stacked  PC  Card  (PCMCIA)  slots 
(two  Type  II  or  one  Type  111) 

•  Infrared  data  port  (IrDA-compliant) 


•  Plug  and  Play  connectivity 

•  Built-in  AC  adapter 

•  AccuPoint'"  integrated 
pointing  device 

•  Optional  NoteDock'"  Enhanced 
Port  Replicator 

•  Pre-installed  software: 
Windows'  95  or  MS-DOS"  with 
Windows'  for  Workgroups, 
Run  Time  Video  for  Windows' 
Indeed"  Video  Interactive,  and 
additional  multimedia  software 


'  Toll-free  Technical  Support  — 
7  days  a  week,  24  hours  a  day 


Designed  for 


Microsoft® 
Windows*95 


In  Touch  with  Tomorrow 

TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 


996  Toshiba  America  Information  Systems.  Inc  'Standard  640x480  resolution  screen  tPrice  for  410CS  with  the  modular  FDD  only  A  Quad-Speed  CD-ROM  is  available  as  an  optional  upgrade  Price  of  410CDT  model  begins  at  $4,399 
Reseller  prices  may  vary  "The  410CS  is  sold  at  selected  resellers  as  the  415CS  with  Windows'  95  and  additional  pre-installed  software  All  prices,  specifications  and  availability  are  subject  to  change 
All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation. 


Entertainment 


assets  and  fatter  near-term  profits. 

The  fasb  and  another  group  oversee- 
ing the  task  force  are  extremely  un- 
comfortable with  this  practice,  and 
sources  say  the  powerful  accounting 
mandarins  ultimately  will  prevail  on  this 
point.  After  all,  other  industries  (except 
for  some  catalog  retailers)  are  barred 
from  capitalizing — treating  as  an  asset — 
advertising  costs.  "Most  of  us  think  that 
how  we  do  the  accounting  makes  sense," 
counters  task-force  member  Peter  Cyff- 
ka,  senior  vice-president  of  finance  at 
Twentieth  Century  Fox  Film  Corp. 
OVERBLOWN.  The  industry's  rationale: 
Since  movies  are  valuable  for  several 
years,  studios  should  be  allowed  to  esti- 
mate a  movie's  lifetime  profit  margin 
and  show  that  profit  immediately  as  the 
film  takes  in  its  first  dollars  at  the  box 
office.  If  not,  even  a  blockbuster  would 
show  big  losses  in  the  year  it  was  re- 
leased, since  box-office  receipts  don't 
cover  production  and  advertising  costs. 

Here's  how  it  works  under  the  cun-ent 
rules:  Movie  executives  can  guess  what  a 
film's  ultimate  revenues  will  be  as  it 
takes  in  revenue  from  theaters,  home 
video,  foreign  sales,  and  repeated  TV  air- 
ings. Then  executives  are  free  to  choose 
a  figure  for  the  film's  expenses,  often 


adding  in  big  charges  for  studio  over- 
head and  millions  lost  on  unrelated,  nev- 
er-released projects.  The  film's  bloated 
expenses  are  counted  as  assets  and  de- 
ducted from  the  studio's  balance  sheet  bit 
by  bit,  for  whatever  number  of  years, 
the  studio  chooses.  The  benefit  of  rejig- 
gering  estimates  can  be  striking  (table). 
"What  companies  have  done  is  estimate 


At  stake:  $2  billion 

in  immediate 
write-downs  and 
a  15%  profit  plunge 


revenues  high  and  expenses  low,"  says 
Londoner.  "The  majority  have  been  re- 
sponsible. [But  some  take]  a  bad  quarter 
and  make  results  look  better  than  0.  K." 

Londoner  estimates  that  for  the  as- 
sets of  a  "typical"  film  company,  from 
40%  to  55%  of  the  reported  value  of  al- 
ready-released films  is  actually  old  ad- 
vertising and  overhead  costs.  That 
means  such  assets  aren't  really  assets  at 
all,  but  expenses  that  haven't  yet  been 


paid  for.  It  adds  up  to  a  lot  of  qu 
tionable  assets.  Sony  Corp.  has  $2  bill 
in  unamortized  film  costs;  Twenth 
Century  Fox  has  $450  million  on 
books.  The  only  studios  that  would 
be  affected:  Walt  Disney  Co.  and  Ti 
Warner  Inc.,  which  follow  more  cons 
vative  accounting  practices  to  keep  th 
balance  sheets  more  pristine. 

Although  the  reforms  will  force  sti 
os  to  offer  a  more  comprehensible  [ 
ture  to  bankers  and  investors,  the  hi 
profile  issue  of  net-profit  participat 
by  writers  and  actors  would  not  be 
fected.  Those  payments  are  based 
formulas  agreed  to  in  contracts. 

Any  change  is  an  unwelcome  pr 
pect  for  such  players  as  Peter  M.  H< 
man,  former  Carolco  Pictures  Inc.  C 
"There's  this  attitude  that  [we're]  g 
ting  away  with  murder,"  says  Hoffm 
who  is  mulling  a  public  offering  for 
new  company,  Cine  Visions,  which  p 
duced  the  recent  Johnny  Mnemor 
Changing  the  rules  "will  be  devast 
ing."  Maybe  for  those  who've  mack 
big  playing  the  Hollywood  numb 
game.  But  for  plain-vanilla  investc 
the  reforms  will  mean  Hollywood  fin; 
speaks  a  language  they  can  understa 
By  Elizabeth  Lesly  in  New  Yt 


THE  LAST  WORD 
ON  ONE  OF  THE 
BIGGEST  WORDS 
BUSINESS 


Buzzwords  in  business  come  and  go  with  increasing 
frequency,  but  one  word  continues  to  grow  in  importance. 

That  word  is  Positioning.  Last  year,  in  the  American 
business  press,  it  was  mentioned  over  22,000  times. 

Read  The  New  Positioning,  the  last  word  on  one  of 
the  biggest  words  in  business. 


Business  McGraw-Hill 
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People 


EXECUTIVE  SUITE 


THE  PEPSI 

REGENERATION 

Its  top  troubleshooter's  tough  new  assignment:  CEO 


■  n  the  end,  Roger  A.  Enrico  couldn't 
I  resist  the  Pepsi  Challenge.  After 
I  years  of  on-again,  off-again  specula- 
I  tion  over  whether  the  51-year-old 
heir-apparent  to  longtime  ceo  D.  Wayne 
Calloway  really  wanted  the  top  job  at 
PepsiCo  Inc.,  the  answer  came  quickly. 
Less  than  a  week  after  Calloway  ap- 
proached Enrico  about  the  succession, 
the  hard-charging  marketing  whiz 
agreed  to  take  the  helm  at  the  soft- 
drink  and  snack-foods  giant.  "I  doubt 
if  Enrico's  ever  shrunk  from  a  challenge 
in  his  life,"  says  Ronald  A.  Rittenmeyer, 
who  headed  operations  for  Frito-Lay 
Inc.  under  Enrico. 

If  news  of  the  60-year-old  Calloway's 
premature  retirement  startled  many, 
Enrico's  elevation  came  as  little  sur- 
prise: Since  the  early  1980's,  the  24- 
year  PepsiCo  veteran  has  played  a  key 
role  in  turning  around  each  of  the 
company's  three  businesses.  Thanks 
largely  to  those  efforts,  Pepsi  is  in 
better  shape  now  than  it  has  been  in 
years.  Enrico's  latest  success:  the  re- 
vival of  Pizza  Hut  Inc.  (box,  page  72). 
With  the  worst  problems  stanched  in 
the  troubled  restaurant  unit,  Pepsi's 
sales  rose  6.6%,  to  $30.4  billion,  in  1995, 
while  operating  profits  rose  10%,  to  $3.5 
billion.  Since  early  1995,  Pepsi's  stock 
has  nearly  doubled,  to  64. 
HITTING  EAGLE.  The  question  now: 
Will  Pepsi's  "Mr.  Fixit"  be  able  to 
rev  up  the  overall  company  as  suc- 
cessfully as  he  has  juiced  its  indi- 
vidual businesses?  Pepsi  may  no 
longer  be  struggling,  but  challenges 
remain.       s  growth  of  its  main 
brands  in  the  U.S.  trails  Coca-Cola 
Co.'s,  fou   ain  sales  are  slow,  and 
internatioi     plans  leed  new  fizz. 
Observers  ^xped      rico  to  invig- 
orate thost  effort       t  also  see 
risks.  A  ham  ;-on  manager,  Enrico 
thrived  in  the  autonomou   0]  rat- 


ply  be  stepping  back  and  letting  his  man- 
agers manage. 

Enrico  refused  to  comment.  But  those 
who  have  worked  with  him  describe  En- 
rico as  a  brilliant,  creative  leader  with 
great  instincts.  "He's  a  guy  who  can  cre- 
ate change  by  seeing  business  different- 
ly than  others,"  says  Laurence  M. 
Zwain,  who  left  Pepsi's  international 


NOV.  11,  1944  Born,  Chisholm,  Minn. 
1965  Finance  degree,  Babson  College 
1971  Joins  Frito-Lay's  marketing  department 
1983  Becomes  president/CEO  Pepsi-Cola  USA 
1991  Named  chief  executive  at  Frito-Lay 

1993  Appointed  vice-chairman  of  PepsiCo 

1994  Becomes  chairman  of  PepsiCo  Worldwide 


ing  units  that  the  Ioa  Cal- 
loway fostered.  But  ,  irico 
brings  his  hard-chargh  to 
the  corner  office,  he  has  d 
that  his  biggest  problem  i 


Restaurants 

1996  Anointed  CEO  of  PepsiCo 

BOARDS  Dayton  Hudson,  Prudential  Insurance, 
United  Negro  College  Fund,  A.H.  Belo 

PERSONAL  Married;  one  son,  Aaron 


restaurant  unit  in  February  to  bee 
CEO  of  rival  Boston  Market.  Yet  m 
say  he  can  also  be  unpredictable 
volatile — though  he  has  mellowed  sin 
1990  heart  attack.  "Roger  was  a  yo 
hotshot  throughout  the  years,  with  g 
marketing  talent,"  says  Westinghc 
Electric  ceo  Michael  H.  Jordan,  a  for 
No.  2  at  Pepsi.  "He  was  a  little  in 
tient,  but  he  has  changed  a  lot." 

Enrico  first  earned  his  stripes  in 
early  1980's,  after  he  took  the  top  jo 
Pepsi-Cola  Co.  When  Coke  launchec 
disastrous  New  Coke  in  1985,  En 
brashly  proclaimed  that  Pepsi  had 
the  cola  wars.  He  also  mastermin 
an  aggressive  plan  to  win  share  f 
much  bigger  Coke,  particularly  an" 
young  consumers,  through  a  costly 
tention-grabbing  ad  campaign  featu 
Madonna  and  Michael  Jackson, 
moves  revitalized  Pepsi's  brand. 

Behind  the  public  showmanship,  E 
co  is  also  a  tough-minded  operating 
ecutive.  When  he  came  to  perk  up  F 
Lay  in  1991,  the  bloated  division 
grown  complacent.  Costs  were  too  I 
and  rivals  such  as  Anheuser-Busch  ( 
Eagle  Snacks  unit  were  cutting  into  i 
gins.  Enrico  slashed  60%  of  Frito's  r 
agement  and  administrative  jobs  anc 
structured  manufacturing.  The  mc 
saved  was  poured  into  new-product 
velopment  and  slick  new  ads.  Today, 
$5.7  billion  division  is  Pepsi's  most  \ 
itable — and  a  defeated  Anheuser 
announced  plans  to  shutter  Eagle. 
TOUGH  TASKMASTER.  Along  the  i 
Enrico  also  built  a  reputation  as  a  1 
taskmaster.  Rittenmeyer  recalls  a  1 
draining  presentation  on  Frito-Lay: 
rico  kept  at  him  all  day  with  tough  q 
tions.  "At  times  he  could  be  a  bea 
work  for,"  he  says.  "At  other  times,  y 
follow  him  anywhere,  even  to  war." 
By  1993,  Enrico  had  stepped  t 
from  daily  management.  But  tl 
were  growing  problems  at  I 
si's  restaurants:  kfc's  launcl 
rotisserie  chicken  was  trou 
prone.  Pizza  Hut  had  run  ou 
steam,   and   Taco   Bell's  : 
Healthy  Border  Lights  was 
nibalizing  sales.  Enrico  jum 
back  into  the  fray. 

So  far,  success  has  been  r 
visible  in  Pizza  Hut's  market 
But  Enrico  has  also  bolstered 
unit's  financial  health  by  shut 
300  underperforming  restaur; 
and  selling  some  300  comps 
owned  stores  to  franchisees, 
goal:  to  redeploy  the  freed-up 
ital  to  the  higher-margin  be 
age  and  snack  businesses. 
Still,  fixing  Pepsi's  other  res 
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—  IT  FITS  YOUR   PERSONALITY  LIKE  A  FAVORITE 
PAIR  OF  JEANS.  AND  SINCE  IT'S  A  FULL-SIZE.  YOU 
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There's  nothing  like  your  favorite  pair  of  jeans.  And  there's  nothing  like  the  TIOO. 


■ 


With  a  24-valve,  190-horse  V6,  it  has  more  power  than  both  the  Ford  F-150  and  the 
Dodge  Ram.'  But  the  TIOO  Xtracab  goes  way  beyond  just  rugged  power.  Its  sleek 


styling.  Confident  handling.  Spacious  interior.  And  an  extremely  comfortable  ride 
make  it  the  first  full-size  truck  to  ever  boast  such  intelligent  engineering. 

In  fact,  J.D.  Power  and  Associates  ranked  it  the  Best  Full-Size  Pickup  in  Initial  Quality  in 
1991.**  And  they've  continued  to  do  so  every  year  since. 

Check  out  the  Toyota  of  Big  Trucks,  the  TIOO  Xtracab.  If  it's  power  and  sophistication 

you're  looking  for  in  a  truck,  we've  got  one  in  your  size.  (^^)  TOVOTATlOO 

I  love  what  you  do  for  me 


1-800-GO-TOYOTA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer.  ©1995  Toyota  Motor  Sales,  u  s. A., 
Buckle  Upl  Do  it  for  those  who  love  you  Toyota  reminds  you  to  Tread  Lightly1  on  public  and  private  land  '1996  T100  V6  vs  1996  Ford  F-150  and  Dodge  Ram  pickups  with  standard  6  cyl  engines  "J.D. 
ower  and  Associates  1991-1995  Light  Truck  Initial  Quality  Studies  "  1995  study  based  on  a  total  ol  14  059  consumer  responses  indicating  owner-reported  problems  during  the  first  90  days  of  ownership 


People 


rants  remains  one  of  Enrico's  major  el 
lenges.  And  Pepsi-Cola,  too,  has  1 
much  of  the  momentum  it  had  when 
was  chief.  Although  domestic  soft  dr 
sales  volume  grew  3.2%  last  year,  Col 
rose  6%.  "He  needs  to  pump  fresh  thi 
ing  into  Pepsi,"  says  Gary  M.  Stibel 
the  New  England  Consulting  Gro 
Fountain  sales  are  still  poor,  partly 
cause  few  restaurant  chains  want  to  ti 


Has  your  business  been  Rategated  by  the 
promise  of  big  long  distance  savings? 
Call  1-800-COMPARE  and  AT&T  will  help 
you  get  the  facts. 


AT&T 


Plant  Trees  for  America 


Oitam&m-  cmcaoi  ant  Mf  <awr 
at*  it- it?,        rte*MWne<)  ' 


10  Free  Trees 

Ten  Colorado  blue  .spruces, 
or  other  conifers  selected 
to  grow  in  your  area,  will  be 
given  to  each  person  who 
joins  The  National  Arbor  Day 
Foundation. 

Your  trees  will  be  shipped 
postpaid  at  the  right  time  for 
planting  in  your  area,  February 
through  May  in  the  spring  or 
October  through  mid  Decem- 
ber in  the  fall.  The  six  to 
twelve  inch  trees  are  guaran- 
teed to  grow,  or  they  will  be 
replaced  tree- 
To  become  a  member 
and  to  receive  your  free 
trees,  send  a  $10  member- 
ship contribution  to  Ten 
Blue  Spruces,  National 
Arbor  Day  Foundation,  100 
Arbor  Avenue,  Nebraska 
City,  NE  68410. 

Join  today,  and  plant 
your  Trees  for  America! 


The  National 

Arbor  Day  Foundation 


HOW  ENRICO  PUT 
THE  SPICE  BACK 
IN  PIZZA  HUT 

For  a  taste  of  what  Roger  A. 
glitzy  brand  of  marketing  ca 
reignite  a  business,  look  no  1 
than  Pizza  Hut.  In  1994,  with  th 
market  flat  and  a  host  of  rival  r< 
rants  slashing  prices,  operating 
the  world's  largest  pizza  chain  p 
21%.  That  slide  dragged  PepsiCi 
restaurant  division  to  its  first  d( 
operating  profits  in  15  years.  "It 
certainly  a  wake-up  call  for  us," 
lan  S.  Huston,  chief  executive  oi 
Pizza  Hut  Inc.  "We'd  lost  our  w: 
tie  bit." 

Enrico  took  the 
toque  at  the  restau- 
rant division,  which 
also  includes  Taco  Bell 
Corp.  and  kfc,  in  No- 
vember, 1994,  after 
stints  at  Pepsi's  bev- 
erage and  snack-food 
units.  He  spotted  a 
promising  new  prod-  aP  i 

uct  in  the  works — a 
pizza  with  a  ring  of  mozzarella  I 
into  the  outer  edges  of  the  crusi 
decided  to  roll  it  out  with  a  mas 
flashy  marketing  campaign.  Stuf 
Crust  Pizza  became  a  $1  billion 
in  its  first  year. 

COPYCAT  PRODUCTS.  It  should  c 
no  surprise  that  Enrico  spiced  u 
Hut's  advertising.  After  all,  he's 
who  signed  up  Michael  Jackson 
donna  to  plug  Pepsi-Cola.  He  pc 
more  than  $100  million  into  lauri 
Stuffed  Crust  and  another  prodi 
Tripledecker — and  after  years  oi 
forgettable  ads,  the  new  campai, 
deft  and  catchy.  "He  came  in  an 
'You  have  this  wonderful  produc 
you  need  world-class  advertising 
people  talking  about  it,"  says  a 
Hut  spokesman.  Commercials  fo 
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ival's  product.  But  Enrico  has  said  he 
n't  give  up  that  fight, 
still,  his  biggest  efforts  will  likely  be 
•oad,  where  Coke  is  miles  ahead  of 
Dsi.  With  inroads  tough  to  make  in 
stern  Europe  and  Japan,  Pepsi  has 
jsed  on  emerging  markets  such  as 
tzil  and  India.  It  has  a  long  way  to 

Coke  now  gets  80%  of  profits  from 
rseas  beverages,  compared  with  6% 

Pepsi.  Just  the  kind  of  challenge  to 

up  Pepsi's  Mr.  Fixit. 

By  Lori  Bongiorno  in  New  York 


atured  odd  celebrity  pairings 
Donald  Trump  and  his  ex-wife, 
iting  their  pizza  backwards, 
it. 

lyoff  came  quickly.  Stuffed 
lped  Pizza  Hut  increase  its 
hare  from  25.6%  to  27%, 
I  to  Chicago-based  food-indus- 
lltant  Technomic  Inc.  Last 
za  Hut's  worldwide  operating 
/as  up  40%,  to  $414  million,  on 
les  increase,  to  $5.2  billion, 
outlets  open  at  least  a  year 
4%  in  1995,  compared  with  a 
in  1994.  Analyst  Michael  J. 
f  NatWest  Securities  Corp.  esti- 
at  the  company's  operating  in- 
1  rise  11%  this  year,  to  $460 
n  sales  of  $5.5  billion.  Pizza 
esents  17%  of  PepsiCo's  total 
13%  of  its  operating  profit. 


UPPER  CRUST 
Pizza  Hut's  celeb 
ads,  such  as  this 
one  with  Donald 
Trump  and  ex-wife 
Ivana,  successfully 
launched  the 
Stuffed  Crust  pie 


lut,  says  Huston,  will  roll  out 
ne  major  product  as  well  as 
ree  line  extensions  each  year, 
y,  it  upped  the  caloric  ante 
her  new  offering,  the  Triple- 
hich  packs  a  layer  of  cheese 
;wo  crusts. 

cannot  afford  to  lean  on  his 
die.  Although  Pizza  Hut's  com- 
re  all  much  smaller,  they're 
ing  out  copycat  products.  And 
•s  of  expanding  Pizza  Hut's 
ind  delivery  service,  the  chain 
work  to  rebuild  its  higher- 
ne-in  business.  But  with  Enri- 
ri   tiding  the  parent  company,  Piz- 
likely  to  sizzle  for  some  time 
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By  Stephanie  Anderson  Forest 
in  Dallas 


Has  your  business  been  Rategated  by  the 
promise  of  big  long  distance  savings? 
Call  1-800-COMPARE  and  AT&T  will  help 
you  get  the  facts. 


AT&T 


Buy  recycled.  It  would  mean  the  world  to  them. 

Thanks  to  you,  all  sorts  of  everyday  products  are  being  made  from  materials 
you've  recycled.  But  to  keep  recycling  working,  you  need  to  buy  those  products. 
For  a  free  brochure,  write  Buy  Recycled,  Environmental  Defense  Fund,  257 
Park  Avenue  South,  New  York,  NY  10010,  or  call  1-800-CALL-EDF. 


4>EPA 


ENVIRONMENTAL  I 
DEFENSE 
FUND  I 
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Finance 


INVESTMENT  BANKING 


SILICON  VALLEY 
SEEDS  ITSELF 

Local  firms  are  snaring  IPO  business  that  once  went  east 


Steven  P.  Jobs  has  always  been  a 
pioneer.  The  co-founder  of  Apple 
Computer  Inc.  was  no  different 
last  summer  when  he  went  shop- 
ping for  bankers  to  manage  the  hot  in- 
itial public  offering  of  his  latest  ven- 
ture, Pixar  Animation  Studios.  Jobs 
wanted  to  hire  San  Francisco-based 
Robertson,  Stephens  &  Co.,  a  small  in- 
vestment bank  specializing  in  high-tech 
clients,  instead  of  going  with  the  more 
prestigious  New  York  firms.  But,  he 
wondered,  would  investors  go  for  such 
an  unusual  choice?  To  find  out,  Jobs 
queried  institutional  investors,  asking 
them  whether  they  would  be  any  less 
interested  in  the  deal  if  Robert- 
son handled  it  instead  of  a  firm 
such  as  Goldman  Sachs  &  Co. 

The  answer:  "All  of  them  said 
the  West  Coast  guys  would  be 
as  good.  And  half  preferred  it, 
because  they  treat  them  better," 
says  Jobs.  Robertson  Stephens 
got  the  plum  deal,  and  Jobs  en- 
joyed a  spectacular  debut  on 
Nov.  29  when  the  stock  that  day 
soared  from  22  to  39.  "I  think 
it's  a  fairly  significant  milestone 
of  the  coming  of  age  of  the  West 
Coast  banks,"  says  Jobs. 

Those  words  are  music  to  the 
ears  of  such  specialty  firms  as 
Robertson  Stephens,  Hambrecht 
&  Quist,  Alex.  Brown,  Cowen, 
and  Montgomery  Securities.  For 
these  erstwhile  also-rans,  it 
proves  that  Wall  Street  no  long- 
er has  a  lock  on  the  red-hot  mar- 
ket for  technology  ipos.  That  has 
intensified  the  already  fierce  ri-  " 
valry  among  investment  bankers.  "The 
New  York  firms  have  always  come  in 
and  just  skimmed  off  the  cream,  tak- 
ing only  the  very  best  offerings,"  says 
Sanford  R.  Robertson,  chairman  of 
Robertson  Stephens.  "That  is  breaking 
down  very  fast." 

Driving  the  boutiques'  success  is  the 
boom  in  high-tech  business.  The  number 
of  ipos  in  industries  ranging  from  bio- 
tech  to  electronics  has  increased  from  47 


deals  that  raised  $914  million  in  1990 
to  219  deals  that  garnered  $8.4  billion  in 
1995,  according  to  Securities  Data  Corp. 
The  market  share  of  high-tech  deals 
lead-managed  by  these  mainly  San 
Francisco-based  investment  banks  has 
doubled.  Their  share  went  from  a  low  of 
18%  in  1992  to  more  than  37%  last  year, 
says  Securities  Data.  Mainstream  firms, 
primarily  New  York-based,  were  lead 
underwriters  for  about  49%  of  high-tech 
ipos  in  1995,  compared  with  a  high  of 
70%  in  1992. 

More  deals  mean  fatter  fees:  some 
$577  million  for  all  high-tech  ipos  in 
1995.  And  the  specialty  banks  are  cash- 


MORGAN  STANLEY'S  QUATTRONE:  What  competitors! 


ing  in.  Robertson  Stephens  earned  more 
than  any  other  firm,  with  $84  million. 
Morgan  Stanley  was  next,  taking  fees  of 
$68  million.  Says  Perrin  Long,  a  secur- 
ities industry  analyst:  "On  a  national 
basis,  these  [boutique]  banks  are  be- 
coming more  important." 

What's  the  secret  to  the  niche  firms' 
current  success?  They  say  it's  their 
proximity  to  Silicon  Valley  and  other 
tech  industry  headquarters.  It  also  helps 


that  they  are  as  nerdy  and 
sessed  by  technology  as  theii 
ents.  Companies  want  to  k 
that  their  bankers'  researc 
steeped  in  a  thorough  un 
standing  of  the  companies 
the  technology.  "Technology  f 
through  the  veins  of  the  pe 
who  work  here,"  says  Cris 
M.  Morgan,  Hambrecht  &  Qi 
co-head  of  investment  banki 
REVENGE?  That  hasn't  stoj 
the  big  banks,  which  increasi 
are  chasing  even  small  tech  d 
When  Arbor  Software  C 
went  public  in  November,  r 
observers  didn't  expect  the  r 
est  $29  million  ipo  to  attract 
Street  attention.  Morgan  Stai 
which  says  it  does  plenty  of  s 
ipos  for  industry  leaders,  foi 
hard  to  win  the  deal,  even  ag 
ing  to  negotiate  its  fees.  "I 
surprised  Morgan  was  even  ii 
"  ested,  given  the  size  of  the  di 
recalls  Arbor's  chief  financial  off 
Stephen  Imbler.  "But  they  showec 
they  were  really  hungry." 

Hunger  can  turn  to  competitive  s 
ing.  Competitors  say  that  Morgan  S 
ley  downgraded  a  potential  client  a 
it  lost  that  company's  underwriting  t 
ness  to  a  rival.  Morgan  Stanley  was 
fered  the  second  slot  behind  Roben 
Stephens  on  a  deal  for  Gilead  Sciei 
Inc.,  a  biotech  company  in  Foster  ( 
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Not  only  do  they  know  the  neighborhood, 
the  niche  firms  boast,  but  they  are  just  as 
nerdy  and  tech-obsessed  as  their  clients 

SPECIALTY  BANKER  ROBERTSON  AT  HIS  SAN  FRANCISCO  HEADQUARTERS 


f.,  that  issued  stock  this  February. 
;r  failing  to  win  the  offering,  Morgan 
iley  analyst  Eric  M.  Hecht  reduced 
sad's  stock  from  "outperform"  to 
jtral."  Robertson  Stephens  ceo 
lael  G.  McCaffery  says:  "It  appeared 
le  parties  involved  that  these  events 
e  linked." 

[echt  says  that's  "a  ridiculous  accusa- 
I  He  began  recommending  Gilead  in 
1992  when  the  stock  was  12  and 
ngraded  it  in  late  January  because  it 
'ed  to  a  heady  41,  gaining  16  points 
no  months.  If  there's  bad  blood,  it's 
G  irently  news  to  Gilead's  chief  execu- 
,  who  recently  spoke  at  a  Morgan 
Jey  conference.  "There  is  no  relation 
veen  the  underwriting  and  my  rec- 
lendation,"  says  Hecht. 
espite  the  Gilead  loss,  the  New 
i  firms  aren't  about  to  be  blown 
jr.  ipo  market  leaders  Morgan  Stan- 
ind  Goldman  Sachs  still  control  most 
le  high-profile  technology  business, 
lk  P.  Quattrone,  who  heads  Morgan 
lley's  global  technology  group  in 
lo  Park,  Calif.,  says  a  major  weak- 
of  the  niche  banks  is  their  limited 
e.  Former  boutique  banking  clients 
i  as  Chiron  Inc.  and  Sun  Micro- 
ems  Inc.  left  specialty  banks  when 
|  sophisticated  financial  services  be- 
3  necessary.  "We  do  not  view  them 
)mpetitors,"  says  Quattrone.  "They 
t  have  the  global  reach  of  Morgan 
ley,  and  they  don't  have  the  high- 
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end  capabilities  for  complex 
transactions.  We  are  the  lead 
manager  and  they  are  the  co- 
manager  [on  ipos],  and  it  has 
never  been  any  other  way." 
NO  DICE.  Such  an  arrogant  atti- 
tude could  be  a  turnoff  to  po- 
tential clients.  But  the  big  banks 
have  turned  bravado  into  a  sell- 
ing point — even  refusing  busi- 
ness if  they  don't  get  top  billing. 
When  Cybercash  Inc.,  an  Inter- 
net financial  services  company, 
went  public  in  February,  Mor- 
gan Stanley  was  offered  the 
No.  2  position  behind  Hambrecht 
&  Quist.  But  the  firm  walked 
away  from  what  became  a  wild- 
ly successful  deal  rather  than 
play  second  fiddle.  Says  Cyber- 
cash ceo  William  N.  Melton:  "I 
understood  their  position  and  went  on 
without  them."  Jobs  said  it  was  the 
same  thing  with  Pixar.  "They  [Morgan 
and  Goldman]  either  wanted  to  be  No.  1, 
or  they  didn't  want  to  play." 

Quattrone  says  Morgan  withdrew 
from  the  Pixar  competition  because  the 
deal  didn't  "fit  our  risk  profile."  He  con- 
tends the  firm  doesn't  want  to  be  in- 
volved in  deals  if  it  can't  make  sure 
that  the  offering  will  go  well.  "As  a  co- 
manager,  you  don't  have  control  over 
pricing,  timing,  or  how  to  position  a 


company,"  he  says.  "We  don't  want  to 
devalue  the  [Morgan  Stanley]  brand." 

There's  no  question  that  many  execu- 
tives at  startups  revere  such  sterling 
names  as  Morgan  or  Goldman,  which 
attract  investors.  They  "cany  a  certain 
level  of  prestige  not  enjoyed  by  the  oth- 
er banks,"  says  venture  capitalist  Peter 
J.  Bams,  who  is  on  the  board  of  uunet 
Technologies  Inc.,  an  Internet  company 
Goldman  took  public.  Adds  Peter  L.  S. 
Currie,  Netscape  Communications 
Corp.'s  chief  financial  officer,  who  relied 
on  Morgan  Stanley  to  do  a  sizzling  1995 
ipo:  "They  bring  throw-weight  to  the 
investment  process." 

To  counter  that  weight,  the  high-tech 
boutiques  have  beefed  up  their  staffs 
to  handle  sophisticated  transactions.  The 
niche  firms  are  also  spreading  out,  going 
after  international  technology  markets. 
Robertson  Stephens  plans  to  open  its 
doors  in  London  this  April.  Montgomery 
Securities  will  expand  to  New  York  and 
Boston.  And  Hambrecht  &  Quist  an- 
nounced in  January  a  joint  venture  in 
Europe.  Crows  Daniel  H.  Case  III, 
h&q's  ceo:  "Specialization  is  winning 
worldwide.  We're  unstoppable  if  we  ex- 
ecute right."  At  least  as  long  as  the 
tech  market  stays  hot. 

By  Linda  Himelstein,  with  Kathy  Re- 
bello,  in  San  Francisco  and  Leah 
Nathans  Spiro  in  New  York 


HIGH-TECH  DEALS 
HAVE  SOARED... 


BILLIONS  OF 
DOLLARS  RAISED 


...WITH  GAINS  BY 
SPECIALTY  FIRMS... 

75 

MARKET  SHARE  OF 
HIGH-TECH  IPOS 


NEW  YORK  FIRMS 


...RANKING  HIGH  ON  TECH 
UNDERWRITING  LISTS 

High-tech  IPO  managers,  Deal  proceeds- 
full  credit  to  lead  In  millions 


1.  ROBERTSON  STEPHENS  1 

51,091 

2.  MORGAN  STANLEY 

1,043 

3.  ALEX.  BROWN  &  SONS 

748 

4.  GOLDMAN  SACHS 

728 

S.  HAMBRECHT  &  QUIST 

662 

6.  MERRILL  LYNCH 

589 

7.  LEHMAN  BROTHERS 

381 

8.  MONTGOMERY  SECURITIES 

337 

9.  J. P.  MORGAN 

326 

10.  DONALDSON,  LUFKIN 
&  JENRETTE 

252 

PERCENT 


NUMBER  OF  DEALS 


High-tech  deals  include  biotech,  communica- 
tions, computer  equipment  (hardware  and  soft- 
ware), and  electronics 


DATA:  SECURITIES  DATA  CO 


Finance 


OIL  AND  GAS  DEALS 


MUSTANG  MAY  HAVE  TAKEN 
INVESTORS  FOR  A  RIDE 

Regulators  have  seized  its  books-and  the  founder  is  in  hiding 


n  December,  1994,  a  crowd  of  150 
gathered  at  the  Four  Seasons  Hotel 
in  Beverly  Hills,  Calif.,  to  celebrate 
the  holidays  and  another  successful  year 
for  their  employer.  Mustang  Develop- 
ment Corp.,  and  its  brokerage  affiliate, 
Columbus  Financial  Inc.  With  five  open 
bars  and  a  25-piece  band,  the  mood  was 
joyful.  That  year,  Columbus  brokers  had 
sold  $30  million  worth  of  Mustang's  lim- 
ited partnerships  in  oil  and  gas  leases. 
The  company  was  apparently  so  flush 
that  its  founder,  Neal  B.  Stein,  gave 
away  a  new  BMW  in  the  evening's  raffle. 

Stein,  jovial  in  an  expensive  suit  with 
cigar  in  hand,  gave  no  hint  then  that 
questions  were  beginning  to  be  asked 
about  his  activities.  Those  queries  would 
lead  to  accusations  that  Stein  had  been 
perpetrating  one  of  the  largest  finan- 
cial frauds  in  the  state's  history. 

The  Securities  &  Exchange  Commis- 
sion and  other  regulators  began  to  sub- 
poena documents  in  January,  1995.  Stein 
smilingly  continued  to  assure  brokers 
and  investors  that  everything  would  be 
fine.  But  in  October,  1995,  the  company's 
books  were  seized  by  the  U.  S.  Postal 
Inspector  and  the  California 
Corporations  Dept.  In  Febru- 
ary, 1996,  the  U.S.  District 
Court  for  the  Central  District 
of  California  appointed  a  tem- 
porary receiver  to  determine 
how  much  of  the  $150  million 
investors  had  entrusted  to 
Mustang  might  be  left.  The 
sec,  the  Justice  Dept.,  and 
the  Internal  Revenue  Service 
are  also  said  to  be  looking 
into  Mustang.  Regulators  de- 
cline to  confirm  or  deny  any 
investigation. 

holed  UP.  Thousands  of  in- 
vestors, many  of  them  elderly, 
who  bought  Mustang  partner- 
ship interests  were  assured     stoPs  ?W ments_to_  [n_ vestor.s: . 


may  have  been  operating  a 
classic  Ponzi  scheme — pay- 
ing early  investors  off  with 
new  investors'  dollars. 

Top  Columbus  salesmen 
and  other  former  Stein  em- 
ployees claim  that  by  1994 
assets  in  the  accounts  of  all 
the  limited  partnerships 
were  commingled.  Of  the 
$30  million  raised  in  1994 
by  Mustang,  less  than  10% 
is  now  believed  to  have 
gone  into  the  oil  and  gas  in- 
vestments outlined  in  the 
partnerships'  prospectuses.  According 
to  the  sworn  statement  of  John  Kling- 
enmeier,  former  chief  financial  officer  of 
Columbus  Financial  and  controller  of 
Mustang,  the  Treasury  bills  were  sold  in 
1994  and  1995.  Investor  funds,  the  evi- 
dence indicates,  were  used  not  only  to 
pay  off  old  investors  but  to  support  a 
lavish  lifestyle  for  Neal  Stein  and  his 
partner,  Cary  Greene.  Greene  could  not 
be  reached  for  comment.  According  to 
sources,  Stein  was  paying  his  own  ex- 
penses— right  down  to  the  rent  on  his 


BULLOCK,  70:  They 
"put  on  a  good  frovt' 


Malibu  retreat — directly  out  of  Mus 
funds. 

Stein  is  doing  little  to  clarify  th 
Holed  up  in  Malibu  before  the  reci 
was  named.  Stein  told  associates  he 
chanting  Buddhist  prayers  for  hoiu 
end.  Says  one  source  who  spoke  or 
condition  of  anonymity:  "I  still  gel 
same  answer — that  everything's  goii 
be  all  right."  Two  civil  suits  have 
filed  against  Stein,  one  demandin 
accounting  of  funds  and  another  alk 
fraud,  but  the  govern] 
hasn't  charged  him 
wrongdoing.  Through 
lawyer,  G.  Richard  Gi 
Stein  declined  to  comi 
for  this  article. 

Mustang's  troubles 
very  well  go  back  t< 
foundation  in  1987.  I 
eight  years  of  working 
small  West  Coast  broke 
houses,  Stein  joined  I 
D.  Seigel,  who  had  rela 
in  the  oil  business, 
Alexander  L.  Kahan.  ' 
began  marketing  oil-and-gas-lease  1 
ed  partnerships. 

HIGH  LIVING.  By  all  accounts,  the  cr 
matic  Stein,  who  ran  Mustang,  h 
knack  for  filing  up  salesmen  and 
ing  investors.  "These  people  put 
good  front,"  says  70-year-old  Willie 
lock,  a  retiree  who  invested  $25,000 
Mustang.  Stein  lived  in  a  $2.3  m 
house  and  drove  a  fleet  of  expei 
cars  including  a  Bentley  convertibl 
Mustang's  and  Stein's  fortunes  b 
to  turn  in  1992.  Kahan  and  Seige 


A  BEVERLY  HILLS  PONZI? 


1987  Neal  Stein  opens  Mustang  Development 
in  Beverly  Hills,  Calif.  With  partners  Alex 
Kahan  and  Mark  Seigel,  Stein  starts  marketing 
oil-a  id-gas-lease  limited  partnerships. 

1992    ahan  and  Seigel  quit,  allegedly  taking 
some  cnoice  Mustang  assets. 

1994  Wi  h  the  remaining  properties  unable  to 
support  payments  to  investors,  Stein  allegedly 
starts  a  Ponzi  scheme,  paying  old  investors 
with  new  investors'  money. 

MARCH,  1995  After  the  SEC  and  other  regu- 
lators begin  a  probe,  Mustang  halts  the 
marketing  of  new  limited  partnerships  and 


by  brokers  that  their  invest- 
ments were  safe,  that  they 
were  backed  by  zero-coupon 
Treasury  bunds,  and  that  they 
had  had  uninterrupted  annual 
payouts  of  8%  to  12%.  But 
some  evidence  suggests  Stein 


AUGUST,  1995  Investors  sue  Mustang. 

FEBRUARY,  1996  A  second  investor  suit 
alleges  fraud.  U.S.  District  Court  names  a 
receiver  to  assess  Mustang's  assets. 

DATA  BUSINESS  WEEK 
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tied.  According  to  the  sworn  testi- 
>ny  of  a  former  Columbus  sales  exec- 
ve,  they  "converted  a  substantial 
lOunt  of  Mustang's  assets."  Oil  and 
?  experts  say  many  of  the  remaining 
iperties  are  in  areas  that  generally 
.d  to  have  poor  returns.  Kahan  and 
gel  have  had  run-ins  with  regulators 
;he  past.  In  December,  1995,  the  two 
re  charged  by  the  sec  with  defraud- 
investors  in  the  oil-and-gas-lease 
ited  partnerships  they  sold  after  leav- 
Stein.  H.  Thomas  Fehn,  a  lawyer 
Seigel  and  Kahan,  insists  that  his 
nts  have  nothing  to  do  with  Mus- 
g's  problems  and  that  they  are  "hot- 
•ontesting"  the  sec  allegations. 
}y  its  final  year  of  operation,  it  was 
tr  that  Mustang's  200  oil  and  gas 
perties  were  not  producing  enough 
ley  to  support  payments  to  in- 
tors.  In  court  papers,  former  Mus- 
f  controller  Klingenmeier  swore  that 
itang  received  average  monthly  roy- 
;s  of  $100,000  from  the  properties 
distributed  up  to  10  times  that 
»unt  to  investors  each  month.  To 
>  himself  from  this  downward  spiral, 
dates  say,  Stein  pursued  far-out  in- 
ments — including  a  complex  offshore 
trage  scheme  that  he  promised  as- 
ites  would  produce  a  40-to-l  return, 
leld  Neal  in  high  regard,"  says  a 
;er  from  Columbus'  Orange  County 
e.  "But  he  would  spend  a  lot  of 
ey  on  this  stuff  and  seemed  to  get 
ing  back." 

hat,  unfortunately,  may  well  be  the 
of  many  of  Stein's  investors  as  well. 
By  Nanette  Byrnes  in  Los  Angeles 
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e?  b*  i  SHED:  Critics  say  Stein  invested 


in  oil  and  gas  than  he  prom  ised 


TAXES 


CPAs:  IS  THERE 

LIFE  AFTER  TURB0TAX? 

They're  finding  ways  to  replace  revenues  stolen  by  tax  software 


Until  1993,  Duane  Kent,  a  self-em- 
ployed engineer  from  Boulder, 
Colo.,  would  gather  his  checks  and 
receipts  like  millions  of  other  taxpay- 
ers, and  march  off  to  his  friendly  neigh- 
borhood certified  public  accountant  to 
prepare  his  tax  return.  The  following 
year,  he  started  using  TurboTax,  a  pop- 
ular tax  software  package. 
Learning  to  use  it  was  rough. 
But  this  year,  he's  confident 
he'll  be  able  to  punch  out  his 
1040  in  only  two  hours.  "The 
tax  return  used  to  run  me  $300 
in  accounting  fees,"  he  says. 
"Now,  it's  $50  for  the  software, 
and  I  can  do  it  myself." 

Many  CPAs  these  days  are 
wondering  how  many  of  their 
clients  are  going  to  become  do- 
it-yourselfers  like  Duane  Kent. 
Sales  of  tax  software  are  brisk. 
They  zoomed  36%,  to  2  million 
units,  last  year,  according  to  PC- 
Data,  a  Reston  (Va.)  company 
that  tracks  the  field.  The  Big  ENABLER 
Six  accountants  aren't  too  wor-  ~ 


rather-  than  fought  technology.  She  helps 
small  business  clients  to  computerize 
their  recordkeeping  instead  of  relying  on 
her  to  post  debits  and  credits  every 
month.  Making  heavy  use  of  the  Inter- 
net for  E-mail  communications,  she  does 
tax  returns  for  U.  S.  citizens  living  over- 
seas. "My  niche  is  to  provide  better 


Nielsen  helps  clients  computerize 


ried  because  their  clients'  returns  are 
usually  too  complex  for  popular  soft- 
ware. But  the  majority  of  the  nation's 
400,000  cpas  practice  in  small  firms, 
which  traditionally  have  gotten  more 
than  half  their  revenues  from  individual 
taxpayers. 

"FALSE  SECURITY."  The  accounting  pro- 
fession, however,  is  rapidly  becoming 
adept  in  replacing  those  revenues.  The 
savvier  cpas  are  letting  computers  do 
the  drudge  work  while  they  focus  on 
more  value-added  advisory  services. 
And  they're  making  a  big  push  to  cater 
to  small  businesses. 

Fortunately  for  the  accountants,  the 
new  tax  software  is  still  imperfect.  In 
mid-February,  Intuit  warned  customers 
that  some  errors  in  its  TurboTax  pro- 
gram could  lead  to  miscalculations  re- 
lating to  depreciation  and  ira  contribu- 
tions. "These  programs  can  give  a  false 
sense  of  security,"  says  Pat  Nielsen,  a 
CPA  in  Boulder,  Colo.  "Last  week,  I  was 
looking  at  a  client's  1994  tax  return, 
which  he  did  on  a  computer  program. 
The  interest  and  taxes  that  were  pro- 
rated on  his  home  office  were  double- 
counted  as  itemized  deductions." 

Nielsen,  who  started  her  career  at 
Price  Waterhouse  nearly  30  year's  ago,  is 
typical  of  the  cpas  who  have  embraced 


hand-holding  than  the  national  firms, 
and  the  companies  like  that  because 
they  want  their  executives  to  be  treated 
well  so  they're  not  unhappy  with  their 
overseas  assignment,"  she  says. 

Many  cpas,  like  James  Grey  of 
Bloomfield  Hills,  Mich.,  are  spending 
more  and  more  of  their  time  providing 
personal  financial  planning  to  clients 
who  are  looking  for  objective  advice. 
"Clients  ask,  'Should  I  buy  or  lease  my 
car?  How  do  I  manage  my  finances  for 
my  kids'  college  education?'"  His  ad- 
vice is  welcome  because  he's  not  try- 
ing to  sell  a  financial  product. 

Grey's  tax  practice  also  includes  plen- 
ty of  people  who  don't  own  a  computer 
and  don't  want  one.  "We  still  have  that 
niche  of  client,  mostly  the  over-50 
crowd,  who  aren't  computer-literate," 
says  Grey,  who  says  technology  has  al- 
lowed him  to  downsize  his  staff.  "I'm 
making  more  money  with  less  volume." 

But  cpas  are  banking  mainly  on  the 
notion  that  technology  will  never  be  a 
substitute  for  judgment.  Says  Phil  Bart- 
masser,  a  Beverly  Hills  CPA:  "We've  got 
clients  who  use  TurboTax,  but  they  still 
bring  it  in  for  consultation.  I  still  think 
there's  an  aura  of  'Gee,  you're  a  CPA, 
maybe  I'm  missing  something.'" 

By  Stuart  Weiss  in  Portland,  Ore. 


Finance 


COMMENTARY 

By  Karen  Pennar 


CONFESSIONS  OF  A  FINANCIAL  BUNGEE-JUMPER 


When  it  comes  to  personal  fi- 
nance, I'm  a  procrastinator 
par  excellence.  But  a  few 
weeks  ago,  I  bit  the  bullet:  Tired  of 
staring  at  the  measly  returns  that 
my  401(k)  money  was  getting  in  the 
safe-but-sorry  fixed-income  catego- 
ry, I  picked  up  the  telephone, 
pressed  a  few  buttons,  and  boldly 
remade  myself  into  a  finan- 
cial bungee-jumper,  plowing 
80%  of  the  existing  and  new 
contributions  into  a  stock-in- 
dex fund.  Next,  I'm  going  to 
reshuffle  the  money  in  my 
lazy  individual  retirement 
account,  which  could  easily 
be  worth  triple  what  it  is  to- 
day if  I  had  done  the  right 
thing  years  ago.  I'll  try  an 
index  fund,  a  small-cap 
fund,  an  emerging-market 
fund — the  whole  ball  of 
wax.  Just  in  time  to  be  too 
late,  you  say?  Doubtless 
many  readers,  including 
some  of  my  colleagues,  will 
guffaw  as  they  read  this 
and  interpret  my  tardy  ac- 
tivism as  a  sure  sign  that 
the  market  will  go  into  a 
free  fall.  But  I  think  the 
market  has  some  growing  room. 
Here's  why: 

Reason  No.  1:  There  are  a  lot  of  people 
out  there  just  like  me — or  worse. 
Yes,  you  would  think  that,  with  the 
outpouring  of  personal-finance  advice 
in  the  media,  all  Americans  were  as- 
siduously tending  to  their  invest- 
ments. But  many  of  us  are  too  preoc- 
cupied with  other  things — kids, 
parents,  jobs,  commuting — to  devote 
the  time  that  professional  investors 
do  to  their  portfolios.  And  even 
when  we  know  what  we  should  be 
doing,  we  put  it  off.  And  rationalize. 
"I'm  waiting  for  the  market  correc- 
tion" was  my  own  favorite  refrain. 

But  at  least  I'm  in  a  401(k).  Isn't 
everybody,  you  say?  No.  In  fact,  only 
about  75%  of  workers  who  qualified 
for  401(k)  plans  in  1995,  or  28  million 
people,  participated  in  them,  says 
David  L.  Wray,  president  of  the 
Profit  Sharing/401(k)  Council  of 
America.  That's  better  than  some 
years  ago,  but  it  still  means  that 


about  one  person  in  four  is  passing 
up  the  chance  to  save  income  for  re- 
tirement on  a  tax-deferred  basis — 
and  often  missing  the  chance  to  re- 
ceive the  employer's  matching 
contribution. 

Eventually,  though,  most  procras- 
tinators  get  around  to  doing  what 
they're  supposed  to  do.  That  means 


starting  401(k)  plans  and,  more  im- 
portant, investing  in  the  stock  mar- 
ket. A  tidal  wave  of  money  washed 
into  mutual  funds  in  January,  and, 
says  Wray,  the  "momentum"  is  there 
for  the  money  to  keep  flowing — as 
more  companies  offer  401(k)s  and  as 
more  people  join  up  and  save  more 
of  their  incomes.  The  weight  of  all 
that  money  will  keep  stoking  the 
market.  The  money  in  401(k)  plans 
was  estimated  to  have  increased  by 
nearly  50%  last  year,  to  about  $700 
billion. 

Reason  No.  2:  Inertia  is  a  powerful 
force.  For  years,  the  wizards  of  Wall 
Street  warned  about  the  small  inves- 
tor and  how  panicky  she  was  apt  to 
be  in  times  of  stress.  But  such  fears 
have  proved  unjustified.  Just  as  it 
can  take  many  people  years  to  start 
a  401(k)  plan  or  put  money  in  the 
stock  market,  once  they've  made 
their  move,  they're  likely  to  stay 
put.  An  investor  who  neglected  to 
watch  the  ticker  and  track  mutual- 


fund  performance  is  not  going  to  b< 
transformed  into  a  market  maven 
overnight. 

Welcome  to  the  new  world  of  pa- 
tient capital — capital  that's  owned  b 
not-so-savvy  investors  and  savers 
who  won't  jump  out  of  the  market  < 
a  whim.  Individual  stocks  and  certa 
sectors  will,  of  course,  continue  to 
fall  in  and  out  of  favor — as 
money  managers  invest  that 
money  for  the  masses.  But  tl 
market  overall  won't  be 
shunned. 

Reason  No.  3:  Demography  is 
destiny.  If  you're  like  many 
other  people,  you're  probably 
tired  of  reading  about  the 
baby-boom  generation — the  g 
ant  cohort  now  entering  mid- 
dle age,  consuming  less  and 
saving  more,  worrying  about 
their  kids'  college  education, 
and  generally  changing  the 
world  as  we  know  it.  But  big 
numbers  have  a  big  economic 
impact.  Edward  E.  Yardeni, 
jH§  economist  at  Deutsche  Morga 
Grenfell/C.  J.  Lawrence  Inc., 
.  predicts  that  the  U.  S.  econon 
[  is  entering  a  "golden  period  f( 
both  personal  income  and  sav- 
ing" as  baby  boomers  move  into  the 
top-earning  45-54  age  group.  In  fact 
by  2000,  he  figures  this  age  group 
could  well  number  20  million  house- 
holds and  account  for  60%  or  more 
all  income. 

All  of  this  is  another  way  of  say- 
ing something  pretty  simple:  that 
there  seem  to  be  more  buyers  than 
sellers  out  there  lately.  I  can  hear 
the  tut-tuts:  But  what  about  the 
economy?  Of  course,  what  happens 
the  economy  matters.  If  interest 
rates  climb,  if  inflation  rebounds, 
then  all  bets  are  off,  and  I  for  one 
will  be  making  a  few  adjustments  t< 
my  retirement  portfolio.  But  the  ke; 
here  is  magnitude.  A  flurry  in  pricei 
or  an  uptick  in  rates  won't  change 
my  mind — and  probably  won't  alanr 
other  folks  like  me.  Slowly  but  sure 
ly,  millions  of  us  are  becoming  arm- 
chair capitalists. 

Senior  writer  Pennar  is  a  busy 
baby  boomer. 


Hit  the  mouse  and  get  500  free 


troclucing  United  Connection: 

the  power  to  purchase 
your  own  travel  with  ease. 

It's  the  newest,  easiest  way  to  make  all 
your  travel  plans,  any  time  you  choose. 
When  you  load  United  Connection 
software  onto  your  Microsoft81  Windows'-based  PC, 
you  can  reserve  flights  on  over  500  airlines  world- 
wide. Book  rooms  at  over  30,000  hotels. 
Rent  cars  from  over  50  companies. 
And  rest  assured  that  low  travel  rates 
are  just  a  click  of  a  mouse  away.  You'll  earn 
500  Mileage  Plus"  bonus  miles  every  time  you  use 
United  Connection  to  buy  and  complete 
round-trip  travel  on  United  from  now 
through  1996.  Get  United  Connection 
by  calling  1-800-348-7688  today.  And  make  the 
mouse  in  your  house  roar. 


UNITED 

CONNECTION" 

Order  United  Connection  and  start  getting  free  miles. 

Call  1-800-348-7688 
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BY  GENE  G.  MARCIAL 

PUTTING  PEP 
IN  REEBOK'S  STEP 

Reebok  has  become  a  huge  brand 
name  with  fans  worldwide.  But  not 
on  Wall  Street,  where  it  was  once  a 
star.  Its  luster  has  faded — along  with 
its  shares,  now  at  27,  down  from  40 
in  early  199.5.  Part  of  the  reason:  sever- 
al quarters  of  disappointing  earnings, 
caused  by  a  miscalculated  focus  on  low- 
priced  shoes  at  the  expense  of  its 
above-$85  footwear.  So  why  are  some 
smart-money  investors  buying  into  Re- 
ebok International  (rbk)? 

CHEAP  SHOES  WERE  THE  SNAG 


OCT.  2.  '95 
OU 
▲  DOLLARS 

DATA  BLOOMBERG  FINANCIAL 
MARKETS,  FIRST  CALL  CORP 


•EXCLUDES  RESTRUCTURING  AND  ASSET 
SALES  CHARGES  OF  58e  A  SHARE 


"Whispers  of  a  takeover,"  asserts  a 
New  York  investment  manager.  He 
says  "very  reliable"  Swiss  sources  say 
a  German  conglomerate  has  been  look- 
ing into  Reebok  as  a  possible  target. 

His  sources  insist  the  Germans  are 
preparing  a  mid-40s  offer  for  the  shoe 
and  apparel  designer  and  maker.  The 
company  has  75.6  million  shares  out- 
standing, of  which  officers  and  directors 
own  10%.  Stockholders  have  griped 
about  management — after  Reebok 
plunged  35%  in  1995's  bull  market. 

Late  last  year,  "several  institutional 
investors  publicly  questioned  manage- 
ment's ability,"  notes  analyst  Elizabeth 
Vandeventer  of  Standard  &  Poor's. 
They  said  profits  at  rival  Nike  had 
grown  while  Reebok  results  weakened. 

But  she  thinks  Reebok  is  taking  ad- 
equate steps  for  a  turnaround — clearing 
out  low-priced  shoes,  revamping  prod- 
ucts, and  improving  the  cost  structure. 

So  far,  most  observers  aren't  con- 
vinced. Only  3  of  the  10  analysts  who 
follow  K  ebok  are  projecting  a  decent 
rise  in  earnings,  says  Chuck  Hill  of 
First  Call,  a  distributor  of  brokerage 
research.  Estimates  for  1996,  he  notes, 


run  from  $2.35  a  share  to  $3.25.  For 
1997,  the  range  is  narrower — $2.80  to 
$3.  Reebok  earned  $2.64  last  year. 

Analysts  blame  poor  earnings  on 
softness  in  U.  S.  shoe  sales.  Reebok 
position  is  worsened  by  lack  of  a 
strong  product  line,  says  Jonathan  Fer- ' 
guson  of  Value  Line.  Reebok's  efforts 
to  improve  its  products  won't  take  hold 
until  late  this  summer,  he  says.  So  he 
thinks  gross  profit  margins,  which 
dropped  to  37.4%  in  the  fourth  quarter, 
from  41.4%  a  year  ago,  will  continue  to 
come  under  pressure. 

Reebok's  woes,  says  the  New  York 
money  manager,  make  it  vulnerable  to  a 
takeover.  Disenchanted  shareholders,  he 
believes,  would  welcome  a  savior. 
Among  those  with  a  big  stake:  Lazard 
Freres,  Oppenheimer  Group,  and  Fidel- 
ity Investments.  Reebok  spokeswoman 
Kate  Burnham  declined  comment. 

CONSOLIDATED  MAY 
REALLY  DELIVER 

Same-day  local  couriers  are  zooming 
into  the  fast  lane,  but  the  bull  mar- 
ket has  left  the  stocks  of  these  delivery 
companies  in  the  dust.  One  of  them  is 
Consolidated  Delivery  &  Logistics 
(cdli),  which  went  public  on  Nov.  21  at 
13  a  share  and  now  trades  at  9.  Yet 
some  pros  are  bullish.  They  argue  that 
Consolidated  will  grow  fast  by  acquir- 
ing efficient  mom-and-pop  operations. 
So  far,  it  has  bought  11  companies  and 
is  set  to  buy  more  this  year. 

One  of  the  nation's  largest  couriers, 
Consolidated  focuses  on  intra-city  deliv- 
eries but  also  provides  same-day  in- 
ter-city air  and  ground  service  to  busi- 
nesses. The  same-day  industry  has 
annual  sales  of  $15  billion,  while  the 
two-day  service,  dominated  by  Federal 
Express  and  UPS,  is  a  $6  billion  market. 

That  may  explain  why  FedEx  and 
itps  in  April  entered  the  same-day  intra- 
city  business  (through  partners,  partly 
because  their  vehicles  aren't  designed 
for  such  delivery).  Betting  among  some 
pros  is  that  Consolidated  will  become  a 
FedEx  or  ups  target.  "Consolidated 
becomes  an  attractive  acquisition  candi- 
date for  either,"  says  Thorn  Albrecht, 
an  analyst  at  A.  G.  Edwards  &  Sons. 
Rather  than  build  their  own  same-day 
national  networks,  FedEx  and  ups  are 
apt  to  buy  an  outfit  that  already  has 
one,  he  says. 

"Consolidated  is  the  best  pure  play 
in  local  delivery,"  says  Albrecht.  Chair- 
man John  Mattei  doesn't  quarrel  with 


Albrecht's  estimates:  850  a  share 
1996  on  sales  of  $250  million  and  $1 
in  1997  on  $325  million,  up  from  19< 
estimated  40<Z  on  sales  of  $150  milli 


AHEAD:  ANOTHER 
COPPER  COUP? 

Idaho  investor  John  Simplot's  tim 
was  near  perfect — at  least  in  the  c 
of  Magma  Copper.  Several  days  bef 
Magma  announced  on  Dec.  1  that  A 
tralia's  Broken  Hill  Proprietary  had 
fered  $2.4  billion  for  it,  Simplot  up] 
his  Magma  stake  from  5.2%  to  9. 
(BW— Dec.  11).  Guess  what.  Simf 
has  done  exactly  the  same  thing  w 
asarco  (ar):  On  Feb.  22,  he  raised 
stake  in  asarco,  one  of  the  worl 
largest  copper  producers,  from  5.1% 
9.8%.  Could  history  repeat  itself? 

Some  pros  who  keep  tabs  on  S 
plot's  investments  think  so,  and  they 
started  buying  into  asarco,  too.  Tl 
sniff  a  takeover — and  suspect  anot 
foreign  multinational  with  mining  int 
ests  will  soon  make  a  move  on  asar 
Says  a  New  York  investment  bani 
"Simplot  has  tight  contacts  in  the  n 
ing  world,  and  he  seems  aware 
something  that  will  befall  asarco  s: 
ilar  to  what  happened  to  Magma." 
Everen  Secur-  wmmmmammmm 


LOW  PRICES  COW 
LURE  A  SUITOR 


4 


ities  analyst  Vah- 
id  Fathi  wouldn't 
be  surprised  if  a 
suitor  emerged 
soon.  "The  Street 
underestimates 
the  need  for  rapid 
consolidation  in 
mining,"  says  Fa- 
thi. He  adds  that 
asarco  is  under- 
valued— and  one 
of  the  most  at- 
tractive buyouts 
around. 

"If  you  use  the 
blueprint  of  Mag- 
ma-Broken Hill,  asarco,  now  at  29% 
worth  56  to  58  in  a  buyout,"  says  1 
thi.  No  other  mining  stock,  he  notes, 
as  undervalued  as  asarco,  trading  w 
below  its  book  value  of  37  a  sha 
Even  with  no  buyout,  the  stock 
worth  47,  says  Fathi.  ASARCO  ovt 
63%  of  Southern  Peru  Copper,  a  p: 
ducer  the  analyst  describes  "vi 
valuable  asset."  asarco  Treasurer  T< 
Findley  says  the  company  regards  Si 
plot  as  a  long-term  investor  but  wo 
comment  on  takeover  speculation,  j 
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When  was  the  last  time  a  car 
made  your  heart  race?  Riviera. 

If  it's  been  a  while  since  you  were  head  over  heels  for  a  car  .  .  . 
drive  Riviera.  Elegant,  aero-efficient  and  supercharged*  —  Riviera 
makes  all  the  right  moves  very  comfortably.  And  because  it  has  a 
stronger  body  unit  than  any  other  luxury  coupe  in  the  world,  it 
also  makes  them  very  gracefully.  Get  ready  to  fall  in  love  all  over 
again.  Riviera.  For  more  information,  call  1-800-4-RIVIERA. 


Riviera  by  Buick 
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Information  Processing 


THE  INTERNET 


BROWSING 

FOR  A  BRUISING? 

Netscape  hustles  to  hold  its  own  against  Microsoft 


For  a  man  square  in  the  crosshairs 
of  mighty  Microsoft  Corp.,  James 
E.  Clark  looks  pretty  relaxed — or 
is  it  jet  lag?  The  chairman  and 
self-described  traveling  salesman  of  In- 
ternet wunderkind  Netscape  Communi- 
cations Corp.  has  just  returned  to  Sili- 
con Valley  from  a  whirlwind  trip  to 
sign  up  consumer  electronics  and 
telecommunications  giants  in  Eu- 
rope and  Asia.  But  Clark  has  no  il- 
lusions about  his  new  adversary: 
"I'm  totally  paranoid  about  Mi- 
crosoft— always  have  been,  always 
will  be,"  he  says. 

Clark  may  be  racking  up  the  fre- 
quent-flier miles  for  a  long  time. 
Far  from  simply  cranking  out  nifty 
software  for  helping  people  cruise 
the  Internet  or  run  Web  sites, 
Netscape  is  assembling  the  pro- 
gramming that  corporations  will  use 
to  create  all  sorts  of  new  Net-based 

WEB  SPINNERS 

Clark,  with  Andreessen, 
figures  Netscape  needs  a 
six-month  lead  to  stay 
safely  ahead  of  the  pack 

systems.  His  goal  is  nothing  less  than  to 
make  Netscape,  with  $81  million  in  an- 
nual revenues,  the  software  leader  in  a 
new  era  of  computing.  And  that  puts  it 
on  a  collision  course  with  today's  leader, 
$6  billion  Microsoft.  The  battle  could  be 
Netscape's  undoing — or  the  chance  to 
prove  it  is  worth  the  hefty  $5  billion 
valuation  that,  the  market  has  bestowed. 

While  Clark  has  been  circling  the 
globe  selling  and  using  Netscape's  stock 
to  buy  companies  with  key  technology, 
Microsoft  has  begun  its  assault.  It  start- 
ed last  summer  with  the  release  of  In- 
ternet Explorer,  a  browser  to  compete 
with  Netscape's  Navigator.  Explorer  can 
be  downloaded  for  free  and  comes  bun- 
dled with  Windows  95  PCs.  The  give- 
away is  standard  procedure— that's  how 
Navigator  became  the  No.  1  browser. 


But  Microsoft  has  gone  a  step  further: 
On  Feb.  12,  it  brought  out  a  free  pro- 
gram for  running  a  Web  site  that  can  be 
downloaded  from  the  Net  and  will  be- 
come part  of  Windows  NT. 

Sounds  like  a  direct  attack  on 
Netscape.  Microsoft's  view?  In  the  Net 


features — such  as  "frames,"  whicl 
more  than  one  page  be  displayed 
time — that  Microsoft  will  have  to  m; 
Many  Web  developers  boast  that  1 
sites  use  the  latest  Netscape  inn 
tions  and  are  best  viewed  with  Na^ 
tor.  And  despite  brisk  sales  of  PCs 
the  Internet  Explorer  program,  > 
gator's  market  share  has  risen  from 
last  August  to  more  than  80%  now. 

Even  more  surprising:  Navigator 
real  moneymaker — comprising  55' 
Netscape's  $40.6  million  in  fourth-qu; 
sales.  Even  though  individuals  can  di 
load  Navigator  for  free,  many  pay  i 
$49  for  it  anyway  because  they  wan 
tra  features  or  technical  support.  T 
especially  true  within  corporations,  r 
of  which  are  building  internal  Web 
"intranets."  Corporations  make  up  70 
Netscape's  business.  Hewlett-Paci 


era,  a  Web  program  should  be  part  of 
the  basic  software  for  any  network  serv- 
er. "Things  that  many  companies  want 
become  commodities,"  says  James  E. 
Allchin,  senior  vice-president  of  Mi- 
crosoft's Business  Systems  Div.  Mi- 
crosoft's move  made  Netscape's  stock 
plunge  6%,  to  61!/—  a  $340  million  drop 
in  market  value.  The  stock  has  been 
drifting  downward  ever  since.  It's  now 
trading  in  the  50s  as  a  result  of  the 
growing  Microsoft  threat  and  a  recent 
sell-off  in  many  tech  stocks.  That's  40% 
off  the  high  of  $85,  adjusted  for  a  two- 
for-one  split  on  Feb.  7. 

Is  Netscape,  the  Web  rocket,  about  to 
fall  to  earth?  Don't  bet  on  it.  Netscape 
has  a  two-year  head  start  and  is  deter- 
mined to  keep  its  edge.  The  new  Navi- 
gator 2.0  browser,  for  instance,  adds  new 


Co.,  for  instance,  licensed  100,000  cc 
last  year  to  outfit  every  desktop 
chine  in  the  company  Says  Hambrec 
Quist  Inc.  analyst  J.  Neil  Weintraut: ' 
so-called  browser  is  turning  into  a 
more  significant  market  opener  than 
pie  expected." 

"ALL  THE  RIGHT  THINGS."  As  a  re 

Netscape  is  riding  high.  It  has  po 
two  straight  profitable  quarters  sinc< 
ing  public  last  August — a  feat  for 
startup.  Its  $80.7  million  in  1995  sal 
up  from  $1.4  million  in  1994 — bla 
past  Netscape's  own  late-1994  fore 
of  $26  million.  That  made  Netscape 
fastest-growing  software  company 
record.  And  analysts  expect  incom 
hit  $15  million  for  1996,  on  revenues  < 
much  as  $230  million.  "They're  doin; 
the  right  things,"  says  Marshall  Sen! 
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i  Chase  Corporate  Challengi 
Twenty  Years  and 
Growing  Strong. 


The  Chase  Corporate  Challenge'  formerly  the  Chemical  Bank  Corporate  Challengi 


The  largest  race  of  its  kind  -  the 
Chase  Corporate  Challenge"' 
(formerly  the  Chemical  Bank 
Corporate  Challenge*)  celebrates  its 
twentieth  year  in  1996.  This  3.5  mile 
race  annually  draws  over  131,000  run- 
ners from  nearly  6,000  companies  in 
cities  around  the  world. 


Chase 


CORPORATE 
CHALLENGE' 


The  Corporate  Challenge  is  open  to 
employees  of  corporations,  businesses 
and  financial  institutions.  Teams 
compete  in  the  men's,  women's  and 
coed  divisions. 

Stay  Fit.  Have  Fun.  Run.  The 
Corporate  Challenge.  For  entry  infor- 
mation, write  or  fax:  Event  Marketing, 
Chemical  Bank,  140  East  45th  Street, 
16th  Floor,  New  York,  NY  10017. 
Fax:  (212)  557-3799. 

ft  CHASE 


1996  SCHEDULE  OF  EVENTS 

May  9 

New  York  City  #1 

June  25   Long  Island,  NY 

July  23    Stamford,  CT 

August  7 

San  Francisco,  CA 

May  23 

Albany,  NY 

June  26  New  York  City  #2 

July  24    New  York  City  #3 

August  13 

Paramus,  NJ 

June  6 

Liberty  State  Park,  NJ 

June  27   Buffalo,  NY 

July  25    Boston,  MA 

September  12  Atlanta,  GA* 

June  13 

Rochester,  NY 

July  10    London,  England 

July  30    Syracuse,  NY 

October  5 

New  York  City 

June  19 

Frankfurt,  Germany 

July  18    Morristown,  NJ 

August  1  Chicago,  IL 

Championship 
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Information  Processing 


THE  INTERNET 


SURFINGS 
BIGGEST  SPLASH? 

AT&T's  plunge  into  Internet  services  could  cause  a  tidal  wave 


For  more  than  a  year,  at&t  was  the 
gorilla  in  the  corner  that  nobody  in 
the  Internet  business  wanted  to  ac- 
knowledge. Everybody  knew  the  long- 
distance behemoth  was  getting  ready 
to  jump  into  the  online  information  ser- 
vices business,  but  few  in  the  industry 
anticipated  just  how  far  at&t  would  go. 
Indeed,  since  the  company  had  flubbed 
its  attempt  at  launching  a  proprietary 
commercial  online  service — the  Inter- 
change network,  which  it  acquired  for 
$50  million  two  years  ago — some  com- 
petitors wrote  at&t  off. 

Big  mistake.  On  Feb.  27,  the  compa- 
ny announced  an  offer  for  its  80  million 
residential  long-distance  customers: 
Five  hours  a  month  on  WorldNet,  its 
Internet  access  service,  free — for  12 
months.  After  a  year,  users  will  pay 
what  they  would  with  today's  top 
Internet  service  providers  (ISPs):  $19.95 
a  month  for  unlimited  use.  For  non- 
at&t  long-distance  customers,  World- 
Net  access  will 
cost  $4.95  for 
three  hours  per 
month  or  $24.95 
for  unlimited 
monthly  access. 

The  offer,  which 
includes  access  via 
an  800  number,  a 
free  copy  of  the 
lar  Netscape 
Navigator  brows- 
er, unlimited  cus- 
tomer assistance,  and  features  such  as 
filter-  <  ■  restrict  where  kids  can  roam,  is 
reset  'he  bar  for  the  Internet  busi- 
ness, i  '  when  you  factor  in  the  soft- 
ware i  ills,  such  as  AT&T's  offer  to 
of  any  credit-card  fraud 
when  WorldNet  mem- 
w&T  Universal  Card  on 
n  the  $19.95  regular  price 
tw-cost  Internet  services. 


internetMC 


Free  Microsoft  Internet 

Explorer  browser. 
Mainly  for  business. 

$19.95/mo. 
for  20  hours 


cover 
that  ma 
bers  us< 
the  Net, 
beats  otht- 

"It's  a  wii  ler,"  s  ■ 
rector  of  re^arch  fo 
ogy  Strategies  a  Ft) 
Inc.  How  big?  Pri  >■ 
ment,  Forrester  had  pi 
might  snag  10  milli< 
WorldNet  by  2000.  N 


Emily  Green,  di- 
Vople  &  Technol- 
•cster  Research 
she  announce- 
ted  that  at&t 
sumers  for 
een  is  up- 


ping  her  estimates. 
"We  hadn't  thought  it 
would  be  so  strong," 
she  says. 

at&t's  entry  is 
bound  to  accelerate 
the  race  among  phone 
and  cable  companies 
to  get  into  the  Inter- 
net-access business. 
On  the  same  day  that 
at&t  announced  the 
consumer  version  of 
WorldNet  (a  business 
version  has  been  avail- 
able since  last  Sep- 
tember), Sprint  Corp. 
announced  Sprint 
Intranet  Dial  Service, 
aimed  at  business  cus- 
tomers. The  phone  company  estimates 
that  the  market  for  Internet  services 
in  corporations  could  be  $1  billion  an- 
nually by  the  end  of  the  decade,  says 
Dominick  J.  DeAngelo, 
Sprint's  vice-president  for 
data  product  management. 
The  No.  3  long-distance  com- 
pany is  also  expected  to 
move  into  consumer  Internet 
services  later  this  year.  Says 
DeAngelo:  "We're  knee-deep 
in  this." 

BABY  BELL  DEBUT,  mci  Com- 
munications Corp.,  the  nation's 
second-largest  long-distance 
company  and  the  first  major 
phone  company  to  offer  an  Internet  ser- 
vice, is  already  getting  $100  million  a 
year  in  revenue  from  Web  surfers,  says 
Brian  A.  Brewer,  senior  vice-president 
for  business  marketing.  He  dismisses  the 
at&t  come-on  as  a  ploy  to  make  up  for 
its  late  entry.  "We've  been 
there  but  didn't  find  it  neces-  a 
sary  to  grow  our  business 
that  way,"  he  says.  For  now, 
InternetMCl  will  remain  at 
$19.95  for  20  hours  a  month. 
"We've  been  with  this  for  a 
while — we'll  remain  competi- 
tive, and  we  won't  lose 
share,"  he  says. 

mci,  which  has  teamed  up 


Long-distance 
Routes 
to  the  Web 

AT&T  WorldNet 
Free  Netscape  browser. 
Organized  into  home 
and  work  areas. 


$19.95/mo.* 
no  hourly  limit 

'STANDARD  RATE  FOR  AT&T  CUSTOMERS 


with  Microsoft  Corp.  to  offer  the  IV 
soft  Network  to  Web  surfers, 
change  its  plans  sooner  rather  thai 
er.  "It  won't  be  long  before  the  re 
al  Bell  operating  companies  and  < 
local  carriers  come  out,  too,"  says 
Arlen,  president  of  Arlen  Commu 
tions  Inc.,  an  online  industry  res< 
group  in  Bethesda,  Md.  The  next  1 
entry:  Bell  Atlantic  Corp.,  which  is 
to  be  readying  an  Internet  accesi 
tion  by  mid-April.  And  Nynex  ( 
may  be  close  to  j 
ing  in,  too. 

Further  away 
the  cable-TV  provi 
Tele-Communica 
Inc.  is  developin 
Internet  service  ( 
@Home,  which  w 
customers  use  a 
cial  version  of 
Netscape  Navigat 
cruise  the  Nel 
their  TVs  or  per; 
computers.  The 
tern  is  being  U 
now,  but  ©Home- 
similar  offeriri 
won't  reach  home 
til  the  cable  sys 
are  upgraded  to 
die  two-way  data. 
FEELING  THE  PINCH.  Long  before  th 
ble  gang  jumps  in,  however,  the 
mostly  tiny  isps  across  the  U.  S.  wil 
the  pinch.  The  largest  of  them,  Ne 
On-Line  Communication  Services  Ii 
Reston,  Va.,  saw  its  shares  tumble  5 
to  $20.25,  after  the  at&t  announcer 
Shares  of  uuNet  Technologies  Inc 
$4,  to  $28.  These  companies,  says  A 
will  now  have  to  scramble  to  add 
features  and  better  customer  servic< 
risk  extinction. 

In  the  undecided  column — for  ro 
are  the  proprietary  online  services, 
as  high-flying  America  Online  Inc 
vestors  took  the  at&t  move  as  a  sel 
nal,  and  aol's  stock  fell  nearly  10' 
$49.13.  But  aol  has  5  million  custor 
lots  of  content  that's  not  on  the  Wei 
eluding  publications  such  as  busi 
week),  and  growing  links  to  the  Inte 
The  party  line  at  the  competing  o 
services  is 
AT&T's  entry 
positive:  "It 
bring  more  p< 
online,"  says 
Leonsis,  presi 
of  aol.  And  i 
be  some  pa 
customers,  toe 
By  Paul 
Eng  in  New  ] 


^Sprint 

Consumer  Internet 
service  in 
development. 


Pricing  to  be 
determined 


WHAT  DOES  IT  TAKE 
TO  HATCH  A  SUCCESS? 


m 

mmm 

A  NEST  EGG. 


The  Annual  Los  Angeles  Technology  Venture  Forum  (LATVF),  a  program  of 
the  Economic  Development  Corporation  of  Los  Angeles  County  (LAEDC),  Los 
Angeles  Regional  Technology  Alliance  (LARTA),  and  the  Southland  Venture 
Alliance  (SVA),  is  designed  to  assist  early  to  mid-stage,  technology-based 
companies  secure  venture  capital  and  alternative  forms  of  financing. 
Don't  miss  this  opportunity  to  preview  the  region's  hottest  technologies!  For 
more  information,  write  or  call  the  Economic  Development  Corporation  at: 
515  So.  Flower  Street,  32nd  Floor,  Los  Angeles,  CA  90071-2205 
Telephone:  (213)  236-4832  •  Facsimile:  (213)  622-7100 

MARCH  27, 1996—  8:00  a.m.  to  5:00  p.m. 
The  Biltmore  Los  Angeles  Hotel,  Los  Angeles,  CA 

Mention  this  Ad  and  Receive  A  Special  Rate! 

1996  LATVF  SPONSORS 
Brobeck,  Phleger  &  Harrison  LLP 
Business  Week 
Capital  Relations,  Inc. 
Coopers  &  Lybrand  L.L.P. 

Cruttenden  Roth 
Fluor  Daniel  Technologies 
Riordan  &  McKinzie 
Silicon  Valley  Bank 
Southern  California  Edison 
Xerox  Technology  Ventures 


ECONOMIC 
DEVELOPMENT 
CORPORATION 

ml 


90A-CA 


"I  VIEW  PLANNED  GIFTS  A  BIT  LIKE  ORGAN 
DONATION  —  LEAVING  SOME  PART  OF  YOU  THAT 
CAN  IMPROVE  OR  EVEN  SAVE  THE  LIVES  OF  OTHERS 

AFTER  YOU'RE  GONE." 

-  a  50-year-old  kidney  transplant  recipient 
and  National  Kidney  Foundation  Planned  Giving  Donor 

The  National  Kidney  Foundation  brings  help  and 
hope  to  20  million  Americans  suffering  from 
kidney  and  urinary  disease. 


For  information  on  how  to  plan  a  gift  or  bequest,  contact  the 
National  Kidney  Foundation  •  30  East  33rd  Street  •  New  York  « 
NY  10016  •  1-800-622-9010 


National  Kidney 
Foundation 


evelopments  to  Watch 


TED  BY  PETER  COY 


e  way  into 
arrhythmic 

St_ 

H  YEAR,   SOME  250,000 

;ricans  are  struck  down 
entricular  tachycardia — 
nexpected  erratic  beat- 
of  the  lower,  blood- 
ping  chambers  of  the 
t.  Using  a  single  elec- 
e  probe  to  locate  the 
ce  of  the  tachycardia 
ig  an  episode  may  take 
s,  and  that  delay  can 
aten  the  patient's  life, 
it  that  may  change  with 
w  device  scheduled  to 
1  clinical  trials  soon  in 
U.S.  The  Arrhythmia 
)ing  System  from  Car- 
Pathways  Corp.  of  Sun- 
m,  Calif.,  is  guided  via  a 
iter  through  the  aorta 
nto  the  heart's  left  ven- 
.  Once  inside  the  cham- 
its  eight  arms  spread 


into  the  shape  of  a  lemon- 
sized  whisk,  and  32  pairs  of 
electrodes  almost  instantly 
measure  how  electrical  im- 
pulses are  being  distributed 
throughout  the  heart. 

Linked  to  a  computer,  the 


whisk  locates  damaged 
tissue,  a  cause  of  tachy- 
cardia, by  detecting  the 
tissue's  abnormal  elec- 
trical patterns.  Doctors 
then  insert  another 
catheter  that  destroys 
the  faulty  tissue  with 
heat  generated  by  ra- 
dio waves.  Cardiac- 
Pathways  has  conduct- 
ed successful  trials  on 
four  patients  in  the 
Netherlands,  and  the 
company  recently  re- 
ceived approval  from 
the  Food  &  Drug  Ad- 
ministration for  a  pre- 
liminary study  on  10 
American  patients,  says 
Donald  J.  Santel,  Car- 
diac Pathways'  director  of 
technical  marketing.  The 
U.  S.  tests  are  expected  to 
continue  for  at  least  a  year. 
The  final  product  could  be 
available  in  two  years,  says 
Santel. 


ES  R&D  NEED  UNCLE  SAM  S  HELP? 


ft 


UBLICANS  IN  CONGRESS 

on  the  attack  against 
ernment  programs  to 
er  U.  S.  industrial  re- 
ch.  House  Science  Com- 
ee  Chairman  Robert  S. 
ker  (R-Pa.)  cites  a  re- 
-  General  Accounting  Of- 
report  that  found  gov- 
nent  funding  often 
n't  necessary:  Half  of 
applicants  turned  down 
assistance  from  the 
lmerce  Dept.'s  Ad- 
;ed  Technology  Program 


went  ahead  with  their  pro- 
posed projects  even  without 
federal  funding. 

A  new  study  by  the  head 
of  Rensselaer  Polytechnic 
Institute's  Lally  School  of 
Management  &  Technology 
casts  doubt  on  the  OOP  posi- 
tion. Dean  Joseph  G.  Mo- 
rone  says  his  study  of  inno- 
vation in  companies 
indicates  that  government 
funding  plays  a  bigger-than- 
expected  role  in  fostering 
long-term  research  and  de- 


velopment. Sure,  he  says, 
the  companies  might  even- 
tually do  the  research  on 
their  own  nickel,  but  federal 
funds  may  significantly 
speed  the  process — and  re- 
duce companies'  risk.  One 
good  example:  Texas  Instru- 
ments Inc.'s  new  display 
technology,  in  which  images 
are  created  with  a  tiny  chip 
containing  hundreds  of 
thousands  of  movable  mir- 
rors. The  initial  R&D  effort 
was  given  a  boost  by  the 
Defense  Dept.'s  Advanced 
Research  Projects  Agency. 


AR0B0CH0PPER 
WITH  ITS  OWN 
EAGLE  EYES  

NEXT  TIME  YOU'RE  LOST  IN 
the  mountains,  look  for  a 
small  helicopter  the  size  of  a 
station  wagon  flying  your 
way — but  don't  look  for  a  pi- 
lot. Your  rescuer  could  be  a 
robot  helicopter  from  Carne- 
gie Mellon  University.  Unlike 
other  robochoppers,  which 
are  guided  remotely  by  hu- 
mans with  TV  monitors  and 
joysticks,  this  one  steers  itself 
using  global  positioning  satel- 
lites and  advanced  artificial- 
vision  technology. 

A  team  led  by  Takeo  Ka- 
nade,  director  of  the  cmu  Ro- 
botics Institute,  based  its  Au- 
tonomous Helicopter  Project 
on  a  commercial  joystick-guid- 
ed robot  copter  from  Japan's 
Yamaha  Motor  Co.  The  cmu 
chopper  navigates  mainly 
from  the  U.  S.  government's 
global  positioning  satellites. 
But  if  it  loses  its  satellite  fix, 
it  can  determine  its  position 
with  computer-linked  video 
cameras  that  scan  the  terrain. 
Carnegie  Mellon  researchers 
say  the  choppers  would  be 
ideal  for  such  boring  tasks  as 
inspecting  remote  utility  lines. 
And  they  would  fly  fearlessly 
on  hazardous  missions.  Per- 
haps Carnegie  Mellon  will 
even  send  a  helicopter  to  ex- 
plore a  steaming  volcano.  Un- 
like its  eight-legged  predeces- 
sor, Dante,  also  developed  at 
Carnegie  Mellon,  the  flying- 
robot  is  sure  not  to  lose  its 
footing. 


INNOVATIONS 


a  Kenji  Uchino,  an  electrical 
engineering  professor  at 
Pennsylvania  State  Univer- 
sity, has  a  new  use  for  ultra- 
violet light.  He  works  with 
so-called  photostrictive  mate- 
rials, which  move  when  hit 
by  ultraviolet  rays.  With  one 
such  material — an  alloy  of 
lead,  lanthanum,  zirconium. 


and  titanium  dubbed  plzt — 
he  has  created  a  minuscule 
two-legged  platform  that 
walks.  One  potential  applica- 
tion: moving  specimens  un- 
der electron  microscopes,  so 
that  researchers  don't  have 
to  break  the  seal  on  the  vac- 
uum chamber  holding  the 
specimen. 

m  Integrated  Wave  Technolo- 
gies Inc.  of  Fremont,  Calif., 


says  it  has  acquired  Russian- 
developed  technology  that  al- 
lows it  to  compress  speech 
by  a  factor  of  100  or  more 
without  noticeable  loss  of 
quality.  The  same  technology 
is  used  for  voice-recognition 
systems  that  are  highly  reli- 
able for  a  limited  vocabulary 
when  trained  to  a  particular 
speaker's  voice,  says  Chair- 
man John  H.  Hall. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmar@businessweek.com 
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Personal  Business 


EDITED  BY  EDWARD  C.  BAIG 


CHOOSING  A  GUIDE 
TO  THE  MONEY  MAZE 


It's  enough  to  make  your 
head  spin:  changing  tax 
laws,  arcane  estate  plan- 
ning rules,  skyrocketing  col- 
lege tuitions,  and  a  virtual 
encyclopedia  of  investment 
products.  Complicating  mat- 
ters is  that  everyone  from 
mutual-fund  companies,  in- 
surers, brokerage  firms — even 
your  next-door  neighbor — 
wants  to  become  your  trusted 
adviser.  Help! 

Unfortunately,  because  fi- 
nancial planners  come  from 
all  sorts  of  professional  back- 
grounds, there  is  no  one  de- 
gree or  license  that 
guarantees  skill.  And 
despite   its  25-year 
history,  the  profession 
remains  loosely  regu- 
lated. The  good  news 
is   that   things  are 
changing.  More  col- 
leges offer  accredited 
financial-planning  pro- 
grams. Technology 
has  enhanced  the  lev- 
el of  service.  More 
important,  the  explo- 
sion of  no-  and  low- 
load    mutual  funds 


plan.  You'll  want  to  find 
someone  who  is  a  registered 
investment  adviser  (ria)  with 
the  Securities  &  Exchange 
Commission,  suggests  Jeffrey 
Rattiner,  director  of  profes- 
sional development  for  the 
Institute  of  Certified  Finan- 
cial Planners  (icfp).  Invest- 
ment advisers,  except  in  Col- 
orado, Iowa,  Ohio,  and 
Wyoming,  must  also  be  li- 
censed by  the  state. 

However,  these  pedigrees 
alone  mean  little.  Anyone 
with  $150  can  register  with 
the  sec  as  an  ria.  But  regis- 

How  to  Check  Up  on 
Your  Financial  Planner 

THE  CERTIFIED  FINANCIAL  PLANNER 
BOARD  OF  STANDARDS  303  830 

7543,  ext.  219.  Lets  you  know  if  planner 
is  a  licensed  CFP  or  has  a  disciplinary 
record  with  the  CFP  Board. 

NATIONAL  ASSOCIATION  OF  INSUR- 
ANCE COMMISSIONERS  Web  site: 
http://www.naic.org.  Points  you  to  state 
insurance  commissioners  who  can  check 
to  see  if  the  planner  is  licensed  to  sell  in- 


nancial  planner  (cfp)  mark. 
Standards  for  the  license 
have  improved  greatly  in  the 
last  year,  cfps  have  a  mini- 
mum of  a  bachelor's  degree 
or  more  than  five  years  of  fi- 
nancial-planning experience. 
They  have  studied  financial 
planning  at  an  accredited  col- 
lege or  university  and  passed 
a    comprehensive  10-hour 
exam.  The  icfp  (800  282- 
7526)  will  provide  you  with 
a  list  of  cfps  in  your  area. 
PUSHING  PRODUCTS?  Another 
financial-planning  designation 
worth  exploring  is  the  per- 
sonal financial  special- 
ist (PFS).  Only  licensed 
accountants  who  have 
had  three  years  of  fi- 
nancial-planning expe- 
rience and  passed  an 
exam  may  use  the 
credential.  Contact 
the  American  Insti- 
tute of  Certified  Pub- 
lic Accountants  (aic- 
pa)  (800  862-4272)  for 
pfs    referrals.  An 
added  advantage:  All 
but  18  states  prohibit 
CPAs  from  accepting 


and  insurance  prod-    !U[a_n_c_e_ ?[ _h_af  j^V  l^f????^?^!?.n_s:__    commissions.  It's  usu 


ucts  offers  consumers 
greater  choice.  So  if 
you  know  where  to 
look  for  information 
and  what  questions  to 


NORTH  AMERICAN  SECURITIES  AD- 
MINISTRATORS ASSN.  202  737-0900. 
Gives  phone  numbers  of  state  securities 
commissioners  who  monitor  records  of 
securities-licensed  planners 


ally  best  to  work  with 
a  fee-only  planner 
who  has  no  financial 
stake  in  the  products 
he    or   she  recom- 


ask,  reliable  advice  is   mends.  For  a  list  of 


available. 

For  most  people, 
an  adviser  with  in- 
vestment, retirement, 
and  estate-planning 
knowledge  is  the  an- 
swer. These  general- 
ists  come  from  a  variety  of 
backgrounds — legal,  accoun- 
tancy, brokerage  and  insur- 
ance. But  regardless  of  what 
specialized  credenti  lis  a  plan- 
ner may  hold,  investment  ex- 
pertise is  the  major  compo- 
of  any  good  financial 


SECURITIES  &  EXCHANGE  COMMIS- 
SION 800  732-0330.  Checks  whether  a 
planner  is  a  registered  investment  advis- 
er. Provides  other  public  records  and 
handles  consumer  complaints. 

DATA  ASSOCIATIONS,  BUSINESS  WEEK 


tration  makes  potential  fraud 
easier  to  detect  and  is  nec- 
essary in  the  event  you  ever 
need  to  file  a  complaint.  Be- 
sides registration,  check  a 
prospective  adviser's  other 
credentials.  The  most  widely 
recognized  is  the  certified  fi- 


fee-only  planners  in 
your  area,  call  the 
National  Association 
of  Personal  Financial 
Advisors  (NAPFA)  (800 
366-2732).  About  88% 
of  napfa  members 
also  are  cfps,  but  be  sure  to 
specify. 

Still,  getting  the  scoop  on 
compensation  and  industry 
credentials  is  a  bare  mini- 
mum. The  most  comprehen- 
sive screening  service  is 
available  from  the  Interna- 


tional Association  for  '. 
cial  Planning's  new  con 
hotline  (800  945-IAFP 
iafp's  database  inclu 
broad  range  of  inforr 
on  its  members,  such  a: 
education  and  areas  of 
tise  and  how  they  c 
clients.  The  more  s; 
your  request,  the  great 
likelihood  you  will  be  f 
ed  with  the  names  of  si 
planners.  A  free  detail 
formation  sheet  on  eacl 
ner  will  be  sent  by  ma 
Depending  on  your 
you  may  want  a  planne 
a  few  additional  1 
tacked  after  his  or  her 
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ae  estate-planning  or  el- 
-care  problems  may  re- 
*e  an  attorney  or  insur- 
3  specialist.  One  source  of 
>:  the  American  Society  of 
rtered  Life  Underwriters 

chartered  Financial  Con- 
ants  (800  392-6900).  But 

ember,  some  specialists 
•  have  a  slight  bias  in  fa- 

of  the  products  or  solu- 

s  they  know  best. 

CLOSURE  FORM.  With  a 

of  suitable  candidates, 

re  ready  to  interview, 
planner  worth  the  mon- 

rill  offer  a  free  consulta- 
says  the  icfp's  Rattiner. 

>re  you  sit  down  and 


meet,  ask  prospective  plan- 
ners for  a  copy  of  their  ad- 
viser disclosure  form — better 
known  as  an  adv — Parts  1 
and  2.  Part  1  alerts  you  if 
the  planner  has  had  any  legal 
or  financial  problems.  The 
second  part  may  reveal  if  an 
adviser  is  conducting  another 
business  on  the  side  or  ac- 
cepts commissions. 

The  best  way  to  find  out  a 
planner's  area  of  expertise  is 


INVESTING 


to  ask  for  profiles  of  long- 
time clients.  "Most  people  are 
happiest  when  they  can  find  a 
planner  whose  practice  con- 
sists of  a  lot  of  people  whose 
situations  are  similar  to  their 
own,"  says  iafp  Executive 
Director  Janet  McCallen.  Be- 
sides, a  planner  who  claims 
to  serve  all  kinds  of  clients 
may  be  dishonest,  inattentive, 
or  both. 

When  it  comes  to  invest- 


Some  of  the 
best-performing  funds  can 
only  be  tapped  by  advisers 


ment  management  services, 
ask  what  the  planner's  aver- 
age and  minimum  account 
size  is.  "If  you  have  $1  mil- 
lion to  invest  and  a  planner 
tells  you  their  average  ac- 
count is  $50,000,  they  may 
not  be  sophisticated  enough," 
suggests  Kaycee  Kristy,  head 
of  the  aicpa's  division  of  per- 
sonal financial  planning.  If  the 
amount  is  far  greater  than 
what  you  have  to  invest,  you 
might  be  considered  a  sec- 
ond-class citizen  in  then"  prac- 
tice. A  reputable  adviser  will 
turn  you  away  if  it's  not  a 
good  match. 

GET  INVOLVED.  Next,  get  a 
sense  of  then-  investment  phi- 
losophy in  plain  English. 
While  a  planner  won't  be  able 
to  tell  you  what  specific  in- 
vestments are  right  for  you 
in  this  initial  meeting,  you 
should  walk  away  with  an 
understanding  of  the  types  of 
assets  and  the  methodology 
being  used. 

During  the  first  meeting, 
you  also  will  want  to  request 
a  sample  financial  plan.  Good 
advisers  will  be  able  to  show 
you  a  real-life  example — the 
name  of  the  client  will  be 
kept  confidential — of  the  kind 
of  work  they  will  be  able  to 
do  for  you.  Find  out  how  of- 
ten you  can  check  in  with  the 
planner  and  whether  you'll 
be  charged  for  follow-up  vis- 
its. Although  you  may  be 
tempted  to  hand  over  your 


money  and  let  the  expert 
take  charge,  choose  a  plan- 
ner who  will  actively  involve 
you  in  the  process  so  you  un- 
derstand exactly  what's  go- 
ing on,  says  Bob  Wacker,  a 
fee-only  planner  in  San  Luis 
Obispo,  Calif. 

Because  the  chief  purpose 
of  working  with  a  financial 
planner  is  to  map  out  a  long- 
term  strategy,  be  skeptical  of 
a  planner  who  is  aggressively 
pushing  today's  hot  invest- 
ments. Too  many  financial 
planners  believe  their  job  is 
to  find  this  year's  best  funds, 
says  Don  Chambers,  a  princi- 
pal of  Mercer  Global  Advi- 
sors, a  fee-only  financial-plan- 
ning firm  in  Santa  Barbara, 
Calif.  Some  of  the  best-per- 
forming— and  lowest-cost — 
funds  on  the  market  are  not 
household  names.  These  may 
be  institutional  funds  not  eas- 
ily accessible  to  individual  in- 
vestors because  of  their  high 
investment  minimums.  Most 
planners  are  affiliated  with 
mutual-fund  marketplaces 
such  as  Schwab  Institutional 
and  Fidelity  Investment  Ad- 
visor Group,  which  allow 
them  to  put  your  money  into 
funds  you  couldn't  purchase 
otherwise. 

If  your  financial  plan  in- 
volves more  than  purchasing 
a  few  mutual  funds,  find  out 
if  the  person  you  are  consid- 
ering works  with  other  pro- 
fessionals. Do  they  have  ac- 
cess to  estate-planning 
attorneys,  employee-benefit 
counselors,  or  tax  experts? 
"We  are  trying  to  create  the 
equivalent  of  a  general  prac- 
titioner who  calls  on  special- 
ists," says  John  L.  Steffens, 
head  of  Merrill  Lynch's  pri- 
vate client  group. 

Licenses  and  credentials 
are  important,  of  course,  but 
as  with  a  doctor,  the  most 
important  element  is  how 
confident  you  feel  with  that 
person.  "When  it  comes  to 
your  finances,  it's  worth 
searching  for  an  adviser  you 
can  trust,"  Wacker  says.  And 
by  asking  a  prospective  can- 
didate the  right  questions, 
your  search  need  not  seem 
as  complicated  as  brain 
surgery.  Kerry  Capell 
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Personal  Business 


BLOOD,  SWEAT,  TEARS 
AND  THE  RIGHT  TRAINER 


Last  fall,  I  asked  my 

body-sculpting  class 

instructor  if  he  would 

be  my  personal  train- 
er. I  liked  his  no-nonsense 
teaching  style  and  dedication 
to  fitness  and  admired  his 
chiseled  body.  So  did  he. 
(dancing  in  the  mirror,  he 
told  me  to  ask  him  again  in 
six  weeks,  after  he  had  com- 
peted in  a  fitness  contest. 
That  should  have  been  a 
warning. 

We  trained  together  a  few 
times  at  my  gym,  but  I 
quickly  learned  that  I  had 
made  a  big  mistake.  He  often 
arrived  15  minutes  late,  and 
once  didn't  show  up  at  all — 
without  bothering  to  call.  He 
seemed  interested  enough  in 
my  weight-training  goals  but 
not  in  my  former  ankle  or 
back  injuries.  Despite  my 
complaints,  he  urged  me  to 
use  machines  that  hurt  my 
weak  spots.  Finally,  I  re- 
quested that  he  develop  a 
training  program  for  me.  He 
said  I  didn't  need  one.  That's 
when  I  knew  I  had  hired  the 
wrong  guy 

I  hadn't  taken  seriously 
that  there  are  guidelines  to 
finding  a  good  personal  train- 


er. "Hiring  a  trainer  is  like 
hiring  a  doctor,"  says  Debbie 
LaChusa  of  the  American 
Council  on  Exercise.  "Both 
need  proper  education  and 
certification."  The  fitness  in- 
dustry, however,  is  unregu- 
lated and  requires  no  stan- 
dardized license  to  practice. 
Anyone  can  hang  out  a  shin- 
gle and  call  him-  or  herself  a 
trainer.  Even  for  those  who 
say  they  are  certified,  you 
have  to  wonder  by  whom. 
FLEXIBLE.  Ideally,  you  want 
a  trainer  who  has  an  exer- 
cise-science background  and 
has  certifications  by  at  least 
one  of  the  three  internation- 
ally recognized  outfits:  Amer- 
ican Council  on  Exercise 
(ace)  (800  529-8227),  Ameri- 
can College  of  Spoils  Medi- 
cine (ACSM)  (317  637-9200),  or 
the  Aerobic  &  Fitness  Assn. 
(affa)  (800  445-5950).  These 
programs  require  recertifica- 
tion  every  two  years. 

But  the  trainer  also  needs 


to  have  the  right  mix  of  edu- 
cation, experience,  and  peo- 
ple skills.  "I've  seen  trainers 
with  a  PhD  in  kinesiology 
look  at  clients  and  panic," 
says  Boh  Fields,  an  Indi- 
anapolis trainer. 

Your  goals  will  help  you 
consider  what  type  of  back- 
ground is  important.  Do  you 
want  to  shed  a  few  pounds 
oi'  run  a  10-kilometer  race? 
Look  for  someone  who  has 
worked  with  clients  with  ob- 
jectives similar  to  yours — one 
who  won't  push  you  to  enter 
an  amateur  bodybuilding  con- 
test, if  that's  not 
your  vision. 

Convenience  is  another  key 
concern.  It's  good  to  know 
that  when  your  trainer 
knocks  at  your  front  door 
ready  to  work  out,  you're 
ready  too,  so  you  have  no  ex- 
cuses. Trainer  Eric  Fischbach 
owns  Door  to  Door  Fitness 
in  Chester,  N.J.  He  outfitted 
a  mobile  home  with  exercise 
equipment  so  he  can  drive 
the  gym  right  to  customers' 
homes.  Fischbach  charges  $60 
per  hour.  Trainers  generally 
charge  between  $35  and  $100 
an  hour,  depending  on  where 
you  live  and  whether  you 


FITNESS 


"Hiring  a  trainer  is  like 
hiring  a  doctor.  Both  need 
proper  education" 


HAVE  GYM,  WILL  TRAVEI 

Fischbach  will  bring  th 
rqinpini-uf  to  ijou 

train  at  home  or  in  a 
It's  up  to  you  how  oftei 
want  to  work  with 
trainer,  but  three  tin 
week  is  typical. 

Once  you've  consic 
your  goals  and  backgi 
preferences,  you're  rea 
interview  candidates.  " 
of  mouth  is  your  best 
advises  Alicia  Goung 
AFFA.  Friends,  doctors 
health  clubs  can  prov 
few  names.  Two  associa 
ACE  and  the  Internation; 
sociation  of  Fitness  Pi 
sionals  (800  999-IDEA), 
phone  numbers  of  cer 
trainers  in  your  area. 
ENOUGH  INSURANCE?  i 
from  your  goals,  the  ti 
should  be  interested  in 
overall  health.  Nutritio 
juries,  and  exercise  pat 
should  be  discussed.  G 
initial  fitness  assessmen 
periodic  updates  throui 
your  training,  says  Ann 
low  of  acsm.  Of  cour 
didn't:  On  my  first  d 
warmed  up  on  the  stati< 
bike  and  went  straight  t 
barbells — then  we  warn 
aimlessly  around  the  gj 
Trainers 
know  how  t 
ercise,  but  that  doesn't 
you  won't  get  hurt, 
trainer  should  have  lia 
insurance  of  at  least  $] 
lion  to  cover  his  or  her 
expenses  and  a  client's 
ical  bills.  Sports  clubs  m 
insure  their  employees, 
pendent  trainers  typicall 
coverage  through  associa 
but  be  sure  it's  current. 

Most  important,  requ 
trial  workout  before  strii 
deal.  "It's  like  any  rek 
ship,"  says  Julie  Wats- 
writer  who  hired  Fieli 
help  her  lose  weight.  "G 
and  see  if  you  like  each 
er."  Then  get  references- 
call  them.  I  got  along  j 
with  my  trainer  but  < 
have  saved  time  and  rr. 
had  I  chatted  with  folks  ; 
his  personal-training  s 
Remember,  looks  a 
everything.       Toddi  G 
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BusinessWeek  Index 


E 

ODUCTION  AND  LEADING  INDEXES 

1 

PRODUCTION  INDICATORS 

Change  from  last  week:  0.2% 
Change  from  last  year:  0.4% 


Change  from  last  week:  0.0% 
Change  from  last  year:  2.4% 


2/0 


PRODUCTION  INDEX 

—  Feb.  17=124.7 
1992=100 


LEADING  INDEX 

Feb.  17=257.7 
196  7=100    260 


250 


MO 


Feb.  June  Oct  Feb 

1995  1995  1995  1996 

ndexes  are  4-week  moving  averages 

;  production  index  increased  slightly  during  the  week  ended  Feb.  17 
ore  calculation  of  the  four-week  moving  average,  the  index  continued  to 
I  hitting  125.7  from  124.5.  Increases  in  seasonally  adjusted  output  of 
I  and  rail-freight  traffic  led  the  gain  in  the  latest  week. 
■  leading  index  was  unchanged  in  the  latest  week  So,  too,  the  unaveraged 
5x  remained  at  258.2,  Higher  stock  prices  offset  a  decline  in  materials  prices. 


1 ATCCT 

VPARI  V 

WEEK 

AGO 

%  CHG 

STEEL  (2/24)  thous.  of  net  tons 

2,085 

2,085# 

2.0 

AUTOS  (2/24)  units 

134,693 

121,298r# 

-8.1 

TRUCKS  (2/24)  units 

125,930 

121,431r# 

6.5 

ELECTRIC  POWER  (2/24)  millions  of  kilowatt-hrs 

59,905 

62,780ff 

3.0 

CRUDE-OIL  REFINING  (2/24)  thous  of  bbl./day 

13,533 

13,528# 

1.5 

COAL  (2/17)  thous.  of  net  tons 

21,641# 

17,955 

2.9 

PAPERBOARD     17)  thous  of  tons 

NA# 

NA 

NA 

PAPER  (2/17)  thous.  of  tons 

NA# 

NA 

NA 

LUMBER  (2/17)  millions  of  ft. 

435. 5# 

4  Li.:  8 

-0.5 

RAIL  FREIGHT  (2/17)  billions  of  ton-miles 

25. 2# 

22.5 

2.9 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute.  American  Petroleum  Institute,  Energy  Dept  ,  American  Forest  &  Paper 
Association,  WWPA1,  SFPA2.  Association  of  American  Railroads 


jrocJuction  inde*  copyright  1996  by  The  McGraw-Hill  Companies 

BW  leading  index 

copyright  1996  by  CIBCR 

KADING  INDICATORS 

1 

1  PRICES 

)CK  PRICES  (2/23)  S&P  500 

LATEST 
WEEK 

651.67 

WEEK  YEARLY 
AGO      %  CHG 

655.37  34.2 

GOLD  (2/28)  $/troy  oz. 

LATEST 
WEEK 

397.550 

WEEK 
AGO 

396.800 

YEARLY 
%  CHG 

5.5 

BORATE  BOND  YIELD.  Aaa  23) 

7.13% 

6.86%  -13.4 

STEEL  SCRAP  (2/27)  #1  heavy,  $/ton 

144.50 

144.50 

1.4 

)  iUSTRIAL  MATERIALS  PRICES  (2/23) 

110.8 

109.9  -2.0 

COPPER  (2/24)  e/ib. 

120.4 

118.3 

-13.1 

5INESS  FAILURES  (2/16) 

NA 

NA  NA 

ALUMINUM  (2/24)  e/ib. 

76.0 

76.0 

-17.7 

path  IL  ESTATE  LOANS  (2/14)  billions 


NA     $507. lr 


NA 


COTTON  (2/24)  strict  low  middling  1-1/16  in.,  (Z/lb.   81.33      81.70  -15.5 


'it 


ml 


KEY  SUPPLY,  M2  (2/12)  billions 


$3,658.1  $3,653.4r 


2  0 


OIL  (2/27)  $/bbl. 


19.63  21.05 


lV>  8 


DAL  CLAIMS.  UNEMPLOYMENT  (2/10)  thous 


386 


366 


10.9 


fees:  Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 
's,  Moody's,  Journal  of  Commerce  (index:  1990  =  100).  Dun  &  Bradstreet  (failures 
irge  companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  ad|usts  data  on 
ness  failures  and  real  estate  loans 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals  Week,  Memphi? 
market.  NYMEX 


FOREIGN  EXCHANGE 


i 


EREST  RATES 


iegj! 
IM 

iuw  to 
sn'tj 


ME  (2/28) 


r  her 

.eni 
jbs  is 
yeesi 

issoaJ 
u-rent. 


ERAL  FUNDS  (2/27) 


LATEST  WEEK  YEAR 
WEEK         AGO  AGO 

5.20%       5.20%  5.88°/ 


5.16 


5.16  6.13 


TIFICATES  OF  DEPOSIT  2/28)  3  month 


5.16 


5.17 


6.13 


:D  MORTGAGE  (2/23)  30-year 


7.24 


7.24 


USTABLE  MORTGAGE  (2/23)  one  year 


5.39 


5  40 


6  6  3 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (2/28) 

104.44 

105.08 

95 

GERMAN  MARK  (2/28) 

1.47 

1.45 

1.45 

BRITISH  POUND  (2/28) 

1.53 

1.54 

1.61 

FRENCH  FRANC  (2/28) 

5.02 

5.01 

5.10 

ITALIAN  LIRA  (2/28) 

1547.5 

1575.5 

1677.5 

CANADIAN  DOLLAR  8 

1.37 

1.38 

1.40 

MEXICAN  PESO  (2/28) 

7.545 

7.525 

6.030 

8.25 


8  25 


9.00 


ces:   Federal  Reserve,  HSH  Associates.  Reuters  Holdings  PLC 


Sources:  Maior  New  York  banks.  Currencies  expressed 
except  for  British  pound  in  dollars 


units  per  U  S  dollar, 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW 
ment.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn. 


index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


ONAL  INCOME 


estii 

i? 


ret 


W,  Mar.  4,  8:30  a.m. est*-  Personal 
le  was  likely  up  0.1%  in  December 
at  in  January,  according  to  the  medi- 
ecast  of  mms  International,  one  of  The 
aw-Hill  Companies.  Spending  probably 
).6%  in  December  and  fell  0.2%  in 
ry.  In  November,  income  rose  0.2% 
pending  gained  0.9%. 

DRY  INVENTORIES 


'ay,  Mar.  5,  8:30  a.m. est*  Manufac- 
inventories  likely  increased  by  0.3% 
uary,  on  top  of  a  0.1%  gam  in 
iber.  Factory  orders  probably  fell  back 
uary,  after  rising  an  unexpectedly 


ilili    1.3%  in  December. 


PRODUCTIVITY  AND  COSTS 

Wednesday,  Mar.  6,  10  a.m. est  *  Nonfarm 
output  per  hour  worked  likely  fell  at  a  0.5% 
annual  rate  last  quarter,  after  rising  1.4% 
in  the  third.  Unit  labor  costs  probably  rose 
at  a  2%  pace,  on  top  of  a  2.4%  increase. 

NEW  HOME  SALES 

Wednesday,  Mar.  6,  10  a.m. est  *■  New 
homes  likely  sold  at  an  annual  rate  of 
650,000  in  December  and  600,000  in 
January.  November  sales  totaled  649,000. 

BEIGE  BOOK 

Wednesday,  Mar.  6  *  The  Federal  Reserve 
will  release  its  roundup  of  business  activity, 
as  reported  by  its  12  district  banks. 


INSTALLMENT  CREDIT 

Thursday,  Mar.  7,  3  p.m. est*-  Consumers 
probably  added  about  $6  billion  in  January. 
In  December,  credit  rose  $7.9  billion. 

EMPLOYMENT 

Friday,  Mar.  8,  8:30  a.m. est*  Nonfarm  pay- 
rolls probably  rebounded  by  about  300,000 
workers  in  February,  after  the  blizzard  helped 
to  pare  201,000  jobs  in  January.  The  unem- 
ployment rate  probably  slipped  back  to  5.6%, 
from  5.8%  in  January. 

CONSTRUCTION  SPENDING 

Friday,  Mar.  8,  10  a.m. est*-  Construction 
spending  likely  fell  0.5%  in  January,  after 
rising  0.9%  in  December. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Adobe  Systems  (ABDE)  8 
Aerospatiale  49 
AlliedSignal  (ALD)  28 
Alumax(AMX)  40 
America  Online  (AMER)  86 
Ameritech  (AIT)  32. 34 
Anheuser-Busch  (BUD)  70 
Apple  Computer  (AAPL)  6.12,74, 
87 

Arbor  Software  (ARSW)  74 
Archer  Daniels  Midland  (ADM)  40 
Arlen  Communications  86 
ASARCO(AR)  80 
AT&T  (T)  50,52.60.86 
Audi  46 

AutoPacific  Group  30.31 


Banco  J P  Morgan  UPM)  22 
Bankers  Trust  (BT)  47 
Bank  of  Tokyo  62 
Bausch  &  Lomb  (BOL)  52 
Baxter  International  (BAX)  44 
Bayer  44 

Bell  Atlantic  (BEL)  32, 86 
BellSouth  (BLS)  32 
Blockbuster  Entertainment  12 
BMW  46 

Boeing  (BA)  8,40,49 
Boston  Market  70 
British  Aerospace  49 
British  Airways  (BAB)  8 
Broken  Hill  Proprietary  80 
Brown  (Alex  )  &  Sons  74 


anon  66 

Cardiac  Pathways  91 

Carolco  Pictures  66 

Challenger  Gray  &  Christmas  52 

Chiron  (CHIR)  74 

Chrysler  (C)  30,60 

CIBC  Wood  Gundy  36 

CineVision  66 

Circuit  City  Stores  (CO  12 

Citroen  46 

Claris  16 

Coca-Cola  (KO)  38. 70 
Collabra  Software  82 
Columbus  Financial  76 
Comcast  (CMCSA)  32 
Compaq  Computer  (CPQ)  16,82 
Consolidated  Delivery  &  Logistics 
(CDLI)  80 

Continental  Airlines  (CAI.B)  47 
Continental  Cablevision  32 
Cowen  74 

Cox  Communications  32 
Cray  Research  (CYR)  40 
Cybercash  74 


Daimler  Benz  (DAI)  46, 49 
Dale  Thiel  Stables  28 
Dean  Witter  Reynolds  (DWD)  22 
Delcc  Electronic  87 
Dell  Computer  (DELL)  82 
Deluxe  60 

Deutsche  Morgan  Grenfell  62, 78 
Door  to  Door  Fitness  94 
Dresdner  Bank  62 
DRI/McGraw-Hill  (MHP)  30. 46, 52 
DuPont(DD)  28 


Eagle  Snacks  (BUD)  70 
Eastman  Kodak  (EK)  52 
Edwards  (AG)  80 
Everen  Securities  80 


Federal  Express  (FDX)  80 
Fiat  (FIA)  46 

Fidelity  Investments  80. 92 
First  Call  80 

First  Interstate  Bancorp  (I)  60 
Fokker  49 

Ford  (R  6,12.30,31,46 
Forrester  Research  86 
Fortress  Securities  76 
Fox  (NWS)  6 
Fnto-Lay  (PEP)  70 


Gap  (GPS)  40 
Gartner  Group  (GART)  12 
GEC  Marconi  8 
General  Electric  (GE)  50 
General  Motors  (GM)  30,31,46 
Giga  Information  82 
Gilead  Sciences  74 
Glickenhaus  29 
Global  Aviation  Associates  47 
GM  Hughes  Electronics  87 
Goldman  Sachs  74 
Green  Crass  44 


Hambrecht  &  Quist  74. 82 
Hanson  40 
Hams  (Louis)  50.64 
Hewlett-Packard  (HWP)  40, 82, 87 
Hilton  Hotels  (HIT)  12 
Home  Depot  (HD)  38 
Honda  30 

Hughes  Aircraft  (GMH)  87 
I 


IBM  (IBM)  16.52,60.82,98 
InSoft  82 

Integrated  Wave  Technologies  91 
Intel  (INTO  82 
Intuit  (INTU)  16 
ITT  (ITT)  87 


Johnson  Redhook  Service  23 


Kaiser  Aluminum  (KLU)  40 
KFC(PEP)  70.72,47 


Robertson  Stephens  74, 82 
Rover  Group  46 


Lazard  Freres  80 

LCI  International  (LCI)  12 

Lehman  Brothers  (LEH)  30, 31 

Lexis/Nexis  36 

Lockheed  Martin  (LMT)  40 

Loral  (LOR)  40 

Lynch  Jones  &  Ryan  36 

M 


Magma  Copper  (MCU)  80 
Maid  of  Honor  28 
Martin  Marietta  (LMT)  87 
Mary  Kay  8 
McGraw-Hill  (MHP)  95 
MCI  (MOO  86. 87 
Mercer  Global  Advisors  92 
Merrill  Lynch  (MER)  92 
Meta  Group  82 
Micron  Technology  (MU)  40 
Microsoft  (MSFT)  16,82.86 
Mitsubishi  Bank  23 
MMS  International  (MHP)  95 
Montgomery  Securities  74 
Morgan  Stanley  (MS)  50. 74 
Mustang  Development  76 

N 


National  Semiconductor  (NSM)  6, 
82 

NatWest  Securities  (NW)  72 
Netcom  On-Lme  (NETC)  86 
Netscape  Communications 
(NSCP)  16,74.82 
New  England  Consulting  Group  70 
Nomura  Securities  6 
NordicTrack  8 

Northwest  Airlines  (NWAC)  8.47 
Nucor(NUE)  60,98.32 
Nynex(NYN)  34.86,46 

O 


Open  Market  82 
Oppenheimer  80 
Oracle  (ORCL)  82 
Orion  66 

Oxford  Securities  76 


Quantum  Fund  29 
R 


Raytheon  (RTN)  87 
Reebok  (RBK)  80 
Reed  Elsevier  36 


Pacific  Telesis(PAC)  32,34 

Paper  Software  82 

Paramount  Communications  6 

PC  Data  77 

PepsiCo  (PEP)  70.72 

Peugeot  46 

PIMCO  Advisors  29 

Pinnacle  Brands  60 

Pixar  Animation  Studios  (PIXR)  74 

Pizza  Hut  (PEP)  70,72 

Polk  6 

Price  Waterhouse  77 


Salomon  Brothers  (SB)  29 
Salton/Maxim  Housewares 
Samsung  Aerospace  49 
Schroder  Wertheim  23,30. 
Schwab  (Charles)  (SCH)  9, 
Scotts(SMG)  38 
Securities  Data  74 
Shape  Global  Technology  ! 
Silicon  Graphics  (SGI)  40 
Sony(SNE)  66 
Southern  Peru  Copper  80 
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U.S.  stocks 
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Money  market  fund 

$10,560 

+0.11% 
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Editorials 


THE  AGE  OF  ANXIETY 

The  campaign  debate  over  economic  anxiety  is  veering 
off  into  the  wild  blue  yonder.  Business-bashing  and 
tariff  threats  are  replacing  balanced  budgets  and  tax 
cuts.  With  the  economy  barely  growing,  the  rhetoric  could  do 
real  damage.  The  bond  market  is  already  throwing  a  fit,  and 
the  dollar  is  swooning. 

There's  no  question  that  a  lot  of  people  have  serious  eco- 
nomic problems,  to  which  Pat  Buchanan  is  giving  voice.  Be- 
hind all  the  glorious  statistics  that  show  the  U.  S.  doing 
just  fine,  thank  you — low  unemployment,  low  inflation,  boom- 
ing profits,  and  lofty  stock  prices — there  are  millions  of  fam- 
ilies struggling  to  get  by,  with  everyone  but  the  dog  out 
working.  The  voters  attracted  to  Buchanan  haven't  had  a  real 
raise  in  20  years,  and  even  white-collar  professionals  are 
being  downsized  from  their  corporate  perches.  Some  11%  of 
all  college-educated  men  lost  their  jobs  from  1991  to  1993. 
Downward  mobility  is  a  constant  threat,  if  not  a  reality,  for 
people  who  grew  up  thinking  betterment  was  their  birth- 
right. Just  about  everyone  has  a  sister,  father,  child,  or 
neighbor  who  was  laid  off  recently.  No  wonder  people  are 
edgy  and  insecure. 

BACKWARD  VISION  

Much  of  Buchananism  is  the  worst  sort  of  isolationism 
and  scapegoating.  His  campaign  repudiates  the  values  of  an 
expanding  entrepreneurial  society  for  the  crimped  vision  of  a 
defensive  America  hemmed  in  by  tariffs  and  electric  fences. 
But  Buchanan  has  struck  a  chord:  Many  people  are  suffering 
as  the  U.S.  undergoes  a  wrenching  transition  toward  be- 
coming a  high-tech,  globally  competitive  nation.  Even  if  he 
fades  after  his  surprising  third-place  finish  in  Arizona,  many 
of  the  problems  Buchanan  has  focused  national  attention  on 
will  remain. 

Economic  anxiety  may  be  the  natural  state  of  a  society  in 
transition,  but  there  are  steps  to  take  without  turning  the 
U.  S.  into  a  xenophobic  autarky.  Here  they  are: 

•  ceos  should  share  the  gains.  They  should  copy  IBM,  which 
just  boosted  merit  pay  and  bonuses  by  8%.  With  profits  up 
38.2%,  ceo  Louis  V.  Gerstner  Jr.  shared  the  wealth  generat- 
ed by  the  higher  productivity  of  all  the  company's  employees. 
A  new  business  WEEK/Harris  poll  shows  that  95%  of  the  pub- 
lic believe  companies  have  responsibilities  to  their  employees 
and  communities  that  go  beyond  making  profits.  That  may  be. 
But  companies  can  best  fulfill  their  social  responsibilities  by 
paying  for  performance  and  training  their  employees.  In  the 
past  four  years,  with  profits  booming  and  productivity  high, 
wages  have  barely  risen.  The  time  has  come  to  share  the 
wealth.  IBM,  Nucoi  Corp.,  and  other  companies  are  offering 
their  employees  a  real  share  of  the  gain.  Stock  options,  bonus- 
es, and  variable  merit  pay  that  reach  to  the  lowest  rungs  of 
the  company  are  the  way  to  do  it. 

•  ceos  should  share  the  pain,  ceos  are  perceived  as  the  en- 
emy by  a  frightening  number  of  Americans  (page  64).  It  was 


a  delusion  to  believe  that  chief  executives  could  expr< 
difference  to  the  pain  of  layoffs  without  paying  a  pc 
penalty.  It  was  hubris  for  ceos  to  award  themselves 
pay  packages  when  their  employees'  wages  stag] 
Boards  would  do  well  to  penalize  poor  leadership  and 
egy.  Equity  and  fair  play  are  critical  values  in  Americt 
and  there  is  political  danger  in  tampering  with  them 

LOOKING  FORWARD  

•  Government  policy  must  boost  human  capital.  Tax  inct 
are  currently  geared  to  increasing  bricks  and  morts 
knowledge.  In  an  Information  Age,  this  whole  system 
centives  is  archaic.  There  are  accelerated  depreciation 
R&D  tax  credits,  and  a  whole  host  of  other  carrots  to  pr 
building  things,  but  few  tax  incentives  for  improving  1 
edge  and  skills.  The  federal  government  spends  billions 
training  programs,  few  of  which  are  effective.  Take  the 
ey,  turn  the  programs  into  training  vouchers,  and  give 
to  individuals  and  companies,  who  are  close  to  the  jot 
kets.  For  youngsters,  getting  into  college  is  critical, 
college  the  defining  wedge  between  haves  and  have-r 
America,  tax  incentives,  such  as  expanded  iras,  for  1 
should  be  considered.  Already,  two-thirds  of  all  high 
graduates  go  on  to  some  kind  of  college  or  vocationj 
gram,  double  the  rate  of  the  '70s.  More  aid  would  he 
most  needy. 

•  Boost  growth.  Of  all  the  things  that  should  be  done 
crease  wages  and  curb  inequality,  nothing  is  more  imp 
than  simply  raising  the  economic  growth  rate.  The 
tion  to  economic  anxiety  is  not  to  redivide  scarce  jol 
opportunities,  but  to  expand  them.  For  100  years  foil 
the  Civil  War,  as  America  moved  from  agriculture  to 
try,  the  economy  grew  at  3.4%  annually  and  wages  d( 
every  35  years.  Each  generation  did  better — until  th 
when  economic  expansion  slowed  to  2%  and  average 
growth  stopped  cold.  That  extra  margin  of  lost  g 
would  have  relieved  a  lot  of  economic  anxiety.  With  in 
low  and  productivity  high  in  manufacturing  and  pr< 
services,  there  is  room  for  raising  growth  to  at  leas 
Getting  back  to  basics  by  cutting  government  spe: 
regulation,  and  taxes  would  be  a  good  first  step.  Ri 
monetary  policy  to  allow  for  faster  economic  growth 
be  a  solid  second. 

America  needs  optimism  to  breathe  the  air  of  demi 
and  opportunity  to  redeem  its  belief  in  individual  rner 
mobility.  With  its  new  competitiveness  in  world  inarke 
superiority  in  information-based  industries,  and  its  cr( 
heterogeneous  population,  the  U.  S.  stands  to  make  thi 
100  years  as  much  of  an  'American  Century"  as  the  pas 
It  will  take  action  from  corporate  leaders,  a  change  of 
tives  from  Washington,  and  faster  growth  to  cure  the  ci 
economic  anxiety.  But  these  are  remedies  that  can  work 
not  destroy  the  open  society. 
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Compaq  and  IBM  haven't  decided  whether  to  put 

value  pricing  ahead  of  features  or  vice  versa. 

with  HP  PCs. 

 J  >J_    1  J_  1_  W: 


you  don't  have  to  ask 

which  comes  first. 


I 


Gone  are  the  days  of  sacrificing  features  to 
get  reliable,  reasonably  priced  business  PCs. 
Unlike  other  vendors,  which  offer  good  prices 
only  on  their  low-end  boxes,  Hewlett-Packard 
is  committed  to  offering  the  very  best  prices 
on  the  very  best  PCs. 


witness  the  high  performance  HP  Vectra  VL4  PC. 
Designed  around  new  technologies  to  ensure 
that  your  software  runs  better  and  faster  than 
ever  before,  it  has  one  of  the  most  aggressive 
prices  in  the  industry.  A  price  that  has  left  our 
competitors  gasping. 


So  stop  compromising.  You  can  have  it  both 
ways.  For  more  information  or  the  name  of 
your  nearest  HP  dealer,  call  1-800-322-HPPC, 
Ext  1098*  Or  visit  http://www.hp.com/go/vectra 
on  the  World  Wide  Web. 


tin  Canada,  call  1-800-387  3867.  'Average  U.S.  street  price  for  Pentium®  processor-based  HP  Vectra  VW  5/90  PC  (pn  03661  A).  Monitor  not  included.  All  HP  Vectra  PCs  come  with  MS-DOS®  6.2  and 
MSWindowsforWorkgroups3.il  or  Windows  95  or  OS/2  or  Windows  NT  included.  MS-DOS  is  a  U.S.  registered  trademark  and  Windows  is  a  U.S.  trademark  of  Microsoft  Corporation.  Pentium  and 
the  Intel  Inside  logo  are  U.S.  registered  trademarks  of  Intel  Corporation.  OS/2  is  a  registered  trademark  of  the  International  Business  Machines  Corporation.  01995  Hewlett-Packard  Company  PPG424 
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Other  Luxury  Sedans  Negot 

This  One  Seizes 


Road. 


Powered  Lincoln  Continental 
h  Road-Calibrated  Suspension 

a  twisty  mountain  road  or  a  teeth-rattling 
of  potholes  at  a  lot  of  luxury  sedans  and  they 
ssively  accept  the  situation.  Present  the  same 
ncoln  Continental,  however,  and  it  rolls  up  its 
and  goes  to  work. 

ensors  in  Continental's  exclusive  Road-Calibrated 
sion  "read"  the  driving  conditions,  then  relay 


that  information  to  powerful  microprocessors.  They, 
in  turn,  change  Continental's  shock-absorber  damping 
between  normal  and  firm  to  provide  better  handling 
to  match  the  situation.  It 
all  happens  faster  than  the 
blink  of  an  eye. 

The  Road-Calibrated 
Suspension  is  a  perfect 
complement  to  Continental's 
InTech  '  System,  a  technological 
showcase  that  includes  a 
responsive  32-valve,  260-horse- 
power  V-8  engine. 

But  even  though 
Continental  exhibits  an  almost 
sports-car-like  approach  to 
the  road,  it  is  still  first  and 
foremost  a  luxury  car.  Its 
spacious  cabin  is  trimmed  in 
hand-finished  walnut.  The  supple  leather  of  its  seats 
was  selected  not  just  for  its  look  and  feel  but  also  for 
its  scent.  And  at  every  corner  there  are  impressive 
features  like  dramatic  virtual  image  instrumentation 
and  a  12-function  Memory  Profile  System. 

So  instead  of  just  negotiating  the  road,  why 
not  take  control  of  it?  In  a  Lincoln  Continental.  To 
learn  more,  call  1  800  446-8888  or,  for  information  via 
the  Internet,  enter  http://www.Lincolnvehicles.com. 

LINCOLN 

W  hat    A    Luxury    Car    Should  Be 


IMAGINE 


expressing  the  real  look  and  feel  of  your  company. 


IMAGINE 


creating  Web  pages  without  learning  a  new  langua 


IMAGINE 


printing  any  document  you  can  access. 


IMAGINE 


transforming  your  ideas  into  real  world  solution: 


Adobe  Photoshop 
Adobe  PhotoDeluxe 
Adobe  Illustrator 
Adobe  PageMaker 
Adobe  FrameMaker 
Adobe  PageMill 
Adobe  SiteMill 
Adobe  Persuasion 
Adobe  Premiere 
Adobe  After  Effects 
Adobe  Type  Library 
Adobe  Acrobat 
Adobe  Acrobat  Capture 
Adobe  PostScript 
Adobe  PriutGcar 


http://www.adobe.com/?, 
Call  1-800-521-1976,  ext.  B4 


Adobe 

If  you  can  dream  it,  you  can  do  it. 

O  lWd  Adobe  Systems  Incorporated  All  rights  reserved 
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It's  amazing  what  data  can  do  if  you 
arrange  it  properly. 

What  computer  company  do  you  work  with? 

V  o  11   should    be    working    with    Hewlett-Packard.  HP's 
customized   Open   Warehouse   solutions,    which  combine 
best-in-class  software   with   servers,   consulting  services. 

and    network    and    systems   management,    have  helped 
thousands   of  companies   around   the   globe   put  actionable 
information   into   the  hands  of  their  managers     If  the  business 
decisions  are  yours     the   computer  system   should   be  ours. 

Hewlett-Packard    Computer  Systems 


— 


IT 


www.hp.com/go/datawarehouse 


1996  Hewlett-Packard  Company 
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SLUGFESTS 


CONGRESS'  LATEST  DRUG  WAR:  PATENTS 


IT'S  THE  $2.5  BILLION  DRUG 
tug-of-war.  That  is  what's  at 
stake  in  a  Senate  battle 
over  curtailing  the 
patent  protection  of 
some  big-selling 
drugs,    such  as 
Glaxo  Wellcome's 
ulcer  remedy  Zan- 
tac  and  Merck's 
cholesterol-lowering 
Mevacor.  Largest 
potential  benefi- 
ciary: Britain's 
Glaxo.  A  Zantac  patent,  origi- 
nally due  to  lapse  after  1995, 
now  has  until  July,  1997.  That 
freezes  out  the  generic  drug- 
makers'    knockoff  version, 


which  would  cost  about  half 
Zantac's  $83  wholesale  price 
for  60  150-milligram 
tablets. 

Senate  defend- 
ers of  Glaxo  argue 
that  taking  away 
the  patent  wind- 
fall would  under- 
mine the  General 
Agreements  on  Tar- 
iffs &  Trade.  When 
Congress  passed 
gatt  in  late  1994, 
it  changed  the  patent  term, 
effectively  adding  an  average 
of  about  12  lucrative  months 
to  more  than  100  drugs'  pat- 
ents. Leading  the  pro-Glaxo 


TALK  SHOW  ((Bob  Dole  is  the  tax  collector  for  the  welfare  state.' 
— Representative  Newt  Gingrich  (R-Ga.),  1984 

((Bob  Dole  is  a  close  personal  friend  and  great  leader.'? 

— Speaker  Gingrich,  announcing  his  primary  vote  for  Dole,  1996 


forces  are  two  North  Caroli- 
na Republicans,  Jesse  Helms 
and  Lauch  Faireloth  (Glaxo's 
U.  S.  headquarters  are  near 
Raleigh),  with  the  Senate  GOP 
leadership  going  along. 

Advocates  for  the  gener- 
ics point  out  that  GATT  allows 
selling  knockoffs  after  the 
original  term  expires  as  long 
as  a  rival  had  invested  heav- 
ily by  mid-1995  to  make  the 
product.  Lone  exception:  the 
pharmaceutical  industry,  due 
to  a  conflicting  provision  in 
U.  S.  drug  law.  Senators  Da- 
vid Pryor  (D-Ark.)  and  John 
Chafee  (R-R.  I.)  say  they 
have  got  the  votes  to  ax  this 
exception.  Yet  the  Senate 
leadership  won't  let  the  ques- 
tion reach  the  floor.  Mean- 
while, House  Republican  lead- 
ers are  taking  a  wait-and-see 
attitude.  John  Carey 


BIG  OIL 


WILL  NORWAY  SOON  BE  RUNNING  ON  EMPTY? 


NORTH  SEA  OIL  UNDER- 
writes  a  good  chunk  of  Nor- 
way's welfare  state,  one  of 
the  world's  most  lavish. 
Trouble  is,  the  state-owned 
oil  company  Statoil  is  facing- 
declining  production  at  its 
biggest  fields.  Last  year,  its 
oil  output  fell  for  the  first 
time  ever,  contributing  to  a 
1%  overall 
drop  in  earn- 
ings from 
1994.  Produc- 
tion from  its 
three  North 
Sea  elephants, 
industry  jar- 
gon for  mas- 
sive oil  fields, 
is  expected  to 
decline  by 
1998  to  one- 
half  the  1994  level. 

A  crimp  in  Stat  oil's  ability 
to  pump  and  sell  oil  bodes  ill 
fur  the  deluxe  benefits  Nor- 
way showers  on  its  citizens, 
'lit  energy  industry  accounts 
■  13%  of  government  reve- 
which  go  to  support 
is  pensions,  health- 


I 

WELFARE  FUEL: 

North  Sea  rig 


care  programs,  and  education 
for  4.3  million  Norwegians. 
Statoil  makes  up  60%  of  Nor- 
way's total  production  of  3.1 
million  barrels  per  day. 

To  avert  a  crisis,  Statoil  is 
scouring  the  earth  for  new 


fields.  It  has  a  joint  venture 
with  British  Petroleum  to  ex- 
plore in  West  Africa,  South- 
east Asia,  and  the  former  So- 
viet Union.  The  goal:  to 
expand  non-Norwegian  pro- 
duction from  2%  in  total  out- 
put now  to  one-third  by  2010. 
But  can  the  effort  keep  the 
Norwegian  public  content  in 
the  meantime?  Heidi  Dawley 


THE  LIST  POLITICAL  ANGELS 


A  federal  candidate  must  accept  caps  on 
donations — $1,000  from  individuals, 
$5,000  from  PACs.  But  parties  can  bag 
limitless  boodle  if  it  goes  to  such  stuff 
as  voter  registration  (called  "soft  money") 
and  not  directly  to  candidates.  Dirk  Ziff,  whose  family  has 
sold  off  its  magazines,  heads  the  Democrats'  donor  list;  a 
tobacco  giant  tops  the  Republicans'.  The  GOP  is  winning 
the  money  race:  In  1995,  its  national  committees  got  $34 
million  in  soft  money  vs.  $25  million  for  the  Dems. 

TOP  DONORS  TO  PARTY  COMMITTEES* 


i         TO  DEMOCRATS         1        TO  REPUBLICANS  ! 

DIRK  ZIFF 

$380,000 

PHILIP  MORRIS**  $992,149 

AT&T 

313,684 

RJR  NABISCO  696,450 

SEAGRAM'S** 

285,000 

AT&T**  370,000 

MCI 

279,750 

AMERICAN  FINANCIAL**  330,000 

MIRAMAX  FILMS 

276,000 

ARCO**  322,175 

'For  '95,  to  national  and  congressional  campaign  committees,  plus  other  party  groups 
"From  more  than  one  contributor  affiliated  with  group,  including  employees 
DATA-  CENTER  FOR  RESPONSIVE  POLITICS 


PROFITS  AND  GLOSS 

WALL  STREET  S 
LAPSE  IN  LSI  LOGIC 

WALL   STREET'S  TEA-LEA 

readers  are  drinking  a  bittt 
brew  lately  when  it  comes  1 
chipmaker  LSI  Logic.  Moi 
expected  the  company,  whic 
is  big  in  networks  and  ser 
ers,  to  post  strong  earning 
for  1996's  first  quarter:  Tl 
consensus,  says  Zack's  Inves 
ment  Research,  was  49g  p< 
share.  But  the  company  c 
Feb.  29  announced  it  expec 

LSI  LOGIC'S  SLIDE 


JAN.  5  MAR  6 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 

a  blah  profit  performance  (35 
to  35<2  EPS),  about  the  san 
as  the  comparable  1995  per 
od.  The  stock  promptly  si 
four  bucks,  to  27%,  and  hasr 
recovered  since. 

Outwardly,  analysts  shru 
off  the  surprise,  but  some  i 
their  customers  are  angr 
Says  one  institutional  inve 
tor  in  lsi:  "I  heard  nothir 
but  good  things  until  the  flo< 
opened."  The  company  saj 
it  was  hit  by  a  sudden  plung 
in  orders  from  personal  con 
puter  manufacturers. 

How  did  the  Wall  Stre< 
analysts  get  blindsidec 
"They're  not  that  heavily  inl 
pes — it's  a  little  more  tha 
10%  of  lsi's  revenue,"  e: 
plains  Drew  Peck  of  Cowe 
&  Co.,  who  forecast  a  47(Z  El 
and  upgraded  LSI  from 
"buy"  to  "strong  buy"  in  Jai 
uaiy.  "But  when  10%  goes  a 
most  to  zero,  that's  mater 
al."  LSI  contends  that  growt 
will  pick  up  in  the  secon 
quarter.  Having  predicte 
43e,  Bear  Stearns's  Andre1 
Neff  is  now  more  cautiou; 
He's  expecting  flat  earning 
for  the  rest  of  the  year. 
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1  year 

5  year 

10  year 

36.19% 

!  

19.26% 

14.28% 

Investment  returns  and  principal  fluctuate. 
Past  performance  is  no  guarantee  of  future 
results.  Redemption  proceeds  may  be  higher 
or  lower  than  original  cost.  Performance  before 
the  Fund's  August  1993  reorganization  is  for 
its  predecessor,  which,  on  November  1,  1991, 
changed  its  investment  policy  that  required 
substantial  investments  in  energy  stocks. 
©1996  Neubergcr  &  Berman  Management 
Inc.,  Distributor. 


it  tends  to  punish  chose  stocks  indiscriminately.  At 
Neuberger  &  Berman  Focus  Fund,  this  gives  us  the 
opportunity  we're  looking  for.  We  choose  companies 
with  solid  balance  sheets  whose  stocks  don't  deserve 
their  low  prices.  And  we  choose  carefully.  After  all,  the 
owners  and  employees  of  Neuberger  &  Berman  and  their 
families  have  over  $100  million  of  their  own  money 
invested  in  our  mutual  funds.  Call  Neuberger  &  Berman 
Management  Inc.  for  a  prospectus  containing  more 
information.  Please  read  it  carefully  before  you  invest. 

Call  1-800-877-9700,  ext.  3687. 

Or,  on  AOL,  keyword:  Neuberger. 


Neuberger  Berman 


Up  Front 


WASHINGTON  S  BIGGEST 

conservation  program,  which 
pays  farmers  to  take  soil  out 
of  cultivation  for  a  decade  to 
combat  erosion  and  help  the 
environment,  is  a  waste  of 
money.  So  says  a  new  study 
of  the  11 -year-old  program 
that  is  now  up  for  renewal 
in  Congress. 

The  five-year  study  by 
Philip  Gersmehl,  a  University 
of  Minnesota  geographer, 
finds  that  for  every  eroding 
acre  a  farmer  idles,  another 
farmer — or  sometimes  the 
same  one — simply  plows  up 
nearly  as  much  additional 
erosion-prone  land.  In  the 
Great  Plains,  for  instance, 


SOYBEANS:  Often,  it 
pays  best  not  to  plant 

.  farmers  set  aside  17 
f]f£\  million  acres,  yet  the  to- 
tal    cultivated  land 
dropped  by  only  2  mil- 
lion acres. 

What's  more,  Gers- 
mehl's  study  contends 
that,  at  a  yearly  aver- 
age of  $50  per  acre,  the  pro- 
gram typically  pays  farmers 
up  to  twice  what  they  would 
have  gotten  farming  or  rent- 
ing the  land.  Worse,  says 
Gersmehl,  it  rewards  farm- 
ers who  manage  their  land 
poorly. 

The  $1.8  billion-per-year 
program  (about  one-third  of 
all  farm  subsidies)  encom- 
passes 36  million  acres,  the 
size  of  Iowa.  Backers  concede 
there  are  problems  but  ar- 
gue Gersmehl  underestimates 
the  benefits  to  wildlife,  wa- 
ter quality,  and  soil.  Besides, 
add  Hill  staffers,  the  program 
is  also  aimed  at  bolstering 
farm  income.      John  Carey 


DRAWN  &  QUARTERED 


•PRIMARIES- 


GOP  DEFEfflS 

SELF 


FAT-CAT  FOLLIES 

RED  INK  CANT  SINK 
THOSE  SKYBOXES 

COMPANIES  INSIST  A  LUXURY 

skybox  is  really  no  luxury, 
even  if  they're  losing  money. 
Take  the  $180  million  open-air 
football  stadium  planned  by 
Nashville  for  the  Houston 
Oilers,  who  intend  to  move 
there  in  1998. 

Among  the  100  or  so  ten- 
ants is  Fruit  of  the  Loom, 
which,  like  other  apparel 
maker's,  is  suffering  lately  Al- 
though it  lost  $232  million  in 


PRODUCT  PEEK 


RELIVE  YOUR  CHILDH00D-F0R  $3,000 


THE   BLACK  PHANTOM,  THE 

coolest  bike  a  lad  could  ride 
in  the  Eisenhower  era,  is 
back.  Schwann  is  reissuing  a 
limited  edition  (5,000)  of  the 
classic  one-speed  two-wheeler, 
appealing  to  aging  Baby 
Boomers'  nostalgia. 

And  sapping  their  bank  ac- 
counts: The  resurrected  bike 
costs  a  pricey  $3,000.  It 
wasn't  cheap  when  it  debuted 
in  194!),  at  $99,  or  about  $630 
today.  That  compares  with 


around  $150  for  the  stan- 
dard kid's  bike  in  1996. 
The  Phantom,  of  course, 
was  never  standard.  Its 
steel  frame  has  an  arch- 
ing steel  crossbar,  with 
a  horn  inside  the  cross-  ~ 
bar  compartment.  Also,  built- 
in  headlights  and  taillights, 
balloon  tires,  and  a  front- 
wheel  shock  absorber. 

Schwann  reports  the  bikes, 
which  went  on  sale  at  Christ- 
mas, are  moving  fast.  At  Hol- 


BLACK  PHANTOM: 


land's  Bicycles  in  Coronado, 
Calif.,  owner  Tyler  Rowden, 
48,  says  he  quickly  sold  the 
three  he  received — one  to 
himself.  Another  middle-age 
buyer  says  he  will  encase  his 
in  Plexiglas.       Scott  LaFee 


1995  and  laid  off  400  in  neai 
by  Kentucky  (part  of  5,00 
nationally),  Fruit  is  payin 
$125,000  yearly  for  a  bo: 
Doug  Kelly,  head  of  the  jacl 
ets  and  sweatshirt  divisioi 
says  entertaining  customei 
will  attract  new 
revenue  that  will 
exceed  the  suite 
expense. 

Thomas  Nel- 
son, the  large  re- 
ligious book  and 
music  publisher, 
is  shelling  out 
$95,000    for  a 
Nashville  box. 
The    past  two 
quarters'  earn- 
ings are  down  ~ 
39%  and  66%,  partly  due  to 
dearth  of  hits.  Nelson  say 
its  troubles  are  temporary. 

In  Jacksonville,  Fla.,  moi 
ey-losing  Ideon  Group  pai 
an  undisclosed  sum  for  a  bo 
this  past  season  at  the  ne1 
Jaguars  stadium.  Ideoi 
which  registers  people's  crec 
it  cards  in  case  of  loss  c 
theft,  has  been  hit  by  seven 
ill-fated  ventures, 
spokesman  says  the  compj 
ny  got  the  skybox  in  199 
"when  we  didn't  have  final 
cial  problems."     Bill  Care 
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TAKING  APART  THE  DEFICIT 

America's  widening  trade 
deficit  with  China  (it  grew 
14.6%,  to  $33.9  billion, 
in  1995)  is  adding  to 
tensions  between  the  two. 
Here  are  the  top  U.S.  imports 
and  exports  in  its  trade  with  China  last  year. 


DATA  U  S 
i.FNSLISBURfAll 


WOMEN'S  APPAREL 
TELECOM  GEAR 
LEATHER  GOODS 

0  12  3  4  5  6  7 
▲  BILLIONS  OF  DOLLARS 


FOOTNOTES  Total  nun       of  atms  in  the  U.S.  in  1992:  87,000;  1996:  1 23,000;  2000  (estimated):  1 88,400 


6  BUSINESS  WEEK  /  MARCH  it 


Innovative  Project  Financing 
For  A  Power  Plant  In  Asia 


(We  Helped  With  The  Wiring) 


Keeping  a  nation  in  power  is  beyond  most  banks.  Bank  of  America  accomplished 
the  task  by  bringing  financial  partners  together  from  around  the  world  in  a  precedent-settin 
arrangement.  We  harnessed  the  power  of  people  working  together. 


Bank  of  America 


Our  client  had  the  benefit  of  relationship 
officers  specializing  in  project  finance, 
export  credit  and  the  power  industry: 
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Janet   Evans   in   the  water. 

>eville   STS   with   the   NORTHSTAR  SYSTEM 
on    the  road. 


Pure 

Athleticism 

300-HP,  32-Valve  V8 
0-60  mph:  7.1  Seconds 


Studied 
Precision 

full-Range  Traction  Control 

aosch  A B S S  Anri-Lm  i  FnUs 


anet  Evans,  Four-Time 
Olympic  Medalist 


Instinctive 
Control 

Continuously  Variable 
Road-Sensing  Suspension 

Magnasteer  Variable- 
Assist  Steering 


For  more  information 
call  1-800-333-4CAD 

or  on  the  Internet  type 
http://www.cadillac.com. 


Seville  SXS 


Cadi  llac 

Creating  A.  Higher  Standard 


AXA's  size  as  one  of  the  world's 
insurance  leaders  and  of  our  efficiency. 
Our  clients,  each  with  different 
retirement  problems,  live  in  23 
countries  on  4  continents.  Cross 
fertilization  through  international 
synergy  groups  allows  us  to  devise 
more  innovative  and  thoughtful 
solutions  to  their  needs. 
With  US  $  270  billion  in  funds 
under  management,  we  are  also 
the  4th  largest  insurance  group 
worldwide.  So  we  do  not  take  it 
lightly  when  we  say: 


Go  ahead 


INSURANCE  &  INVESTMENT 


with  our  partner 

EQUITABLE 
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KNIGHT-RIDDER 

IN  SHINIER  ARMOR?  

It  is  both  puzzling  and  frustrating 
to  see  myself  and  our  company  por- 
trayed under  a  headline  proclaiming: 
"Running  hard,  but  staying  in  place" 
(Media,  Feb.  26).  Since  I  became  ceo  11 
months  ago,  we  have  sold  the  Journal 
of  Commerce,  put  up  for  sale  Knight- 
Ridder  Financial,  purchased  Lesher 
Communications  Inc.,  planned  substan- 
tial margin  increases  at  some  of  our 
largest  papers,  and  developed  a  strate- 
gy to  put  all  our  newspapers  online  by 
early  1997.  Your  article  notes  many  of 
these  developments.  But  this  is  stand- 
ing still?  From  a  1995  low  of  50%  in 
February,  1995,  our  stock  closed  on 
Mar.  1  at  69X — an  all-time  high. 

Although  the  challenge  you  identi- 
fy— finding  new  ways  to  grow  reve- 
nue— is  on  target,  the  way  the  article 
frames  it  is  anything  but: 

■  How  credible  is  a  disparaging  quote 
from  an  unnamed  former  executive? 
Might  it  not  be  someone  who  left 
unhappy? 

■  The  article  talks  condescendingly  of 
"low"  margins,  never  mentioning  that 
the  current  strike  at  our  newspaper  in 
Detroit  is  a  pi-imary  cause.  The  article 
next  implies  that  we  are  unimaginative 
to  try  to  "squeeze  more"  (negative 
term)  from  a  major  newspaper  that 
dramatically  underperforms  the  mar- 
gins just  criticized. 

■  In  the  boldfaced  "Knight-Ridder's  tri- 
als and  errors,"  you  list  one  venture 
that  shut  down  a  decade  ago  (View- 
tron),  one  that  we  have  been  hailed  for 
addressing  quickly  and  vigorously  (krf), 
and  one  so  tiny  and  experimental  (In- 
formation Design  Lab)  that  it  cannot 
be  ranked  with  the  others. 

Most  discouraging,  the  article  cites 
little  that  is  positive.  It  belittles  our 
newspapers'  new  revenue  initiatives  as 
meeting  with  "little  or  modest  success." 
Is  more  than  $100  million  modest?  It 
dismisses  our  industry-leading  online  in- 
itiatives as  back-to-the-future  fluff. 
Knight-Ridder  is  a  marvelous  enterprise, 
and  there  are  many  rewards  to  being  its 
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CORRECTIONS  &  CLARIFICATIONS 

In  "Drug  prices:  So  much  for  restraint" 
(News:  Analysis  &  Commentary,  Mar.  4),  the 
1.7%  rise  in  drug  prices  last  year  was 
measured  at  the  producer  and  wholesaler 
level,  not  the  consumer  level. 


CEO.  Unfortunately,  this  business  week 

profile  is  not  one  of  them. 

P.  Anthony  Ridder 
Chairman  and  ceo 
Knight-Ridder  Inc. 

Miami 

A  HATCHET  JOB 

ON  PACIFIC  LUMBER  

There  are  so  many  distortions  in 
your  review  "A  1980s  chainsaw  massa- 
cre" (Books,  Feb.  26)  that  one  hardly 
knows  where  to  start.  For  the  record: 
The  town  of  Scotia,  Calif.,  has  never 
been  healthier.  Ten  years  after  Pacific 
Lumber  Co.  was  acquired,  employment 
is  up  by  several  hundred;  company- 
funded  college  scholarships  remain 
available  to  all  employees'  children 
graduating  from  high  school;  hundreds 
of  employees'  families  still  live  in  very 
affordable,  attractive,  company-owned 
rental  houses;  health  benefits  are  en- 
hanced; worker  safety  is  improved;  and 
more  than  $100  million  has  been  rein- 
vested in  facilities,  equipment,  and  ad- 
ditional timberland. 

The  rate  of  timber  harvest  was  less 
than  doubled — not  tripled.  The  increase 
was  mostly  in  younger  trees,  and  was 
initiated  only  after  independent  stud- 
ies confirmed  the  increase  would  not 
adversely  impact  either  the  environ- 
ment or  economy.  The  last  redwoods 
are  not  being  cut. 

Your  headline  trumpets  a  "chainsaw 
massacre"  that  never  took  place  and 
never  will  on  our  property.  Pacific  Lum- 
ber is  a  127-year-old  company  commit- 
ted to  the  perpetual  renewal  of  our  pri- 
vately-owned timberlands.  Our  behavior 
as  an  environmentally  conscientious 
company  is  verified  by  the  national  rec- 
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>ur  new  dream  team 
till  revolutionize  the 
oncept  of  international 
nderstanding. 


Deutsche  Telekom,  France 
Telecom  and  America's  Sprint 
have  banded  together  in  a  glob- 
al alliance  unlike  any  other. 
For  customers  whose  commu- 
nications needs  are  global,  this 
alliance  offers  customized, 
cutting-edge  performance 
through  information  networks 
worldwide. 


Nowadays,  more  and  more 
companies  aren't  just  selling 
worldwide,  they're  also  develop- 
ing, purchasing  and  manufac- 
turing from  a  number  of  differ- 
ent bases.  No  wonder  the  need 
for  international  communica- 
tions solutions  is  in  the  middle 
of  a  mighty  growth  spurt.  To 
give  these  businesses  what 
they  need,  we  have  shaped  a 
unique  alliance  pooling  Euro- 
pean and  American  telecommu- 
nications resources. 

"Together,  Deutsche 
Telekom,  France  Telecom 
and  Sprint  form  what  is  prob- 
ably the  strongest  alliance 
in  the  world." 

But  don't  take  our  word  for  it. 
That's  what  the  Massachusetts- 
based  Forrester  Research  Insti- 
tute had  to  say  about  our  alli- 
ance. The  Institute  points  to  our 
common  vision,  versatile  port- 
folio, virtually  full-coverage 
service  and  vast  experience  in 
network  technology.  In  other 
words,  our  telecom  triumvirate 
is  a  promise  of  professionalism 
and  integrated  expertise  second 
to  none.  From  day  one,  some 
2, 1 00  specialists  in  50  plus 
countries  will  be  putting  their  un- 
paralleled prowess  in  building 
round-the-world  networks  at 
the  service  of  customers  faced 
with  global  communications 
challenges. 


Joining  forces  in  the  name  of 
customers  everywhere. 

Together  with  France  Telecom, 
we've  set  our  sights  on  revolu- 
tionizing the  quality  of  inter- 
national communications  prod- 
ucts in  the  world's  biggest 
common  marketplace:  the  Euro- 
pean Union.  France  Telecom 
can  point  to  virtuoso  perfor- 
mance and  many  years'  exper- 
tise in  the  field  of  global  data 
services.  A  player  in  all  major 
markets  across  the  globe, 
Deutsche  Telekom  not  only 
boasts  the  densest  fiber  optics 
network  in  Europe,  but  can  also 
point  to  satellite  capacity  from 
all  leading  operators  and  top- 
notch  connections  to  Eastern 
Europe  in  particular.  By  hook- 
ing up  with  Sprint,  we  are  now 
adding  a  truly  global  dimension 
to  this  spirit  of  partnership. 

What  our  teamwork  means  for 
American  businesses  is  an 
excellent  line  into  the  biggest 
common  market  in  the  world, 
the  EU,  plus  strong  links  to  the 
up-and-coming  nations  of 
Eastern  Europe  and  the  CIS. 

Deutsche  Telekom: 
Innovating  the  future  -  for 
you, too. 

We  are  Europe's  No.  1  telecom- 
munications company  and  the 
second-largest  network  opera- 
tor in  the  world.  In  Germany  our 
ISDN  network  counts  as  the 
most  advanced,  our  fiber  optic 
network  as  the  densest  and  our 
broadband  cable  network  as  the 
most  extensive  -  and  all  three 
are  accessible  on  the  world's 
most  sophisticated  Infobahn. 
These  resources  -  not  to  men- 
tion the  synergies  generated 
by  our  globe-spanning  consor- 
tium -  can  be  a  boon  for  your 
company,  too. 


Europe's  No.  1  in 
telecommunications. 


1 1 1 


Deutsche 
Telekom 


REMEMBER  WHEN  YOU  COULD  JUST  GROW  MOLD  ON  A  PIECE  OF 
BREAD  AND  CALL  IT  A  SCHOOL  PROJECT? 


By  supporting 
SIFE,  not  only 
are  companies 
helping  students 
improve  their 
communities, 
they  are  also 
providing  their 
companies  with 
ii  talented  and 
more  experi- 
enced workforce. 


This  year,  La  Sierra  SIFE  students 
completed  122  different  free  enter- 
prise community  outreach  projects 

that  reached  over  30,000  people.  And  they  generated  $  1 2 1 ,000  along 
the  way  (more  than  any  piece  of  moldy  bread  on  record).  With  the 
help  of  SIFE  (Students  In  Free  Enterprise)  and  their  school  faculty, 
students  like  those  from  La  Sierra  University  in  Riverside,  CA,  are 
showing  the  world  just  how  much  a  student  organization  can  do. 

Fhrough  a  variety  of  innovative  outreach  projects,  La  Sierra  SIFE 
students  focused  their  efforts  on  economically  disadvantaged  schools 
and  technologically  underprivileged  citizens  —  teach- 
ing, motivating  and  supporting  those  who  need  help 
in  today's  competitive  marketplace. 

Their  "Homeless  shelter  employment  project"  (a 
series  of  success  strategy  seminars  presented  by  SIFE 
members  )  helped  homeless  people  find  jobs  and  pro- 
vided students  with  the  kind  of  experience  you  can't 
find  in  text  books. 

It's  projects  like  this  that  made  the  La  Sierra  team 
winners  of  the  SIFE  International  Championship  for  two  years  in  a  row  —  over  some  very 
stiff  competition  from  330  other  SIFE  teams  from  around  the  country. 

For  example,  first-runner-up  Union  University,  of  Jackson,  TN,  conceived  and  completed 
19  education  and  awareness  projects  which  informed  over  150,000  people  about  the  issues 
associated  with  the  federal  budget  deficit  and  the  consequences  of  the  national  debt. 

And  second-runner-up,  North  Central  College,  of  Naperville.  IL,  created— arnon^  other 
things— the  "Where's  The  Dough"  board  game,  designed  to  help  high  school  students 
learn  about  entrepreneurship  and  free  enterprise  in  a  fun  and  interesting  way.  The  game 
was  so  fun  and  interesting  in  fact,  that  it  won  the  SIFE  Best  In-Depth  Education  Award 
and  the  National  Federation  of  Independent  Businesses  Award  for  creativity,  enterprise  and  achieve- 
ment in  entrepreneurship  and  free  enterprise  education. 

Through  the  championship  competition,  as  well  as  each  individual  project, 
SIFE  works  in  partnership  with  higher  education  and  business  to  give  college 
students  the  opportunity  to  teach  others  how  market  economies  and  businesses 
operate.  To  find  out  how  your  company  can  help,  call  1.800. 677. SIFE.  Or  write 
us  at  our  national  headquarters,  1959  East  Kerr,  Springfield,  Missouri  65803.     students  in  free  enterprise 


MAKING  THE  WORLD  A  BETTER  PLACE  TO  BE:  Clockwise  from  upper  I 
La  Sierra's  Heidi  Serena,  Patria  Wise,  Andy  Wongworawat,  and  Steve 


SIFE 


r  > 


l^^flembership    These  are  only  a  few  of  the  many  SIFE  projects  made  possible  through  the  support  of 

forbuI iness&^me    corporate  sponsors  like  SAM'S  Club. 
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ognition  of  our  programs  of  fisheries  en- 
hancement, waste  minimization,  and 
northern  spotted  owl  protection. 

John  A.  Campbell 
President  and  CEO 
Pacific  Lumber  Co. 
Scotia,  Calif. 

FREE  TRADE  NEVER 

MADE  AMERICA  GREAT  

The  term  "losing  faith"  was  very  apt 
n  regard  to  "Free  trade:  Republicans 
■nay  be  losing  faith"  (Washington  Out- 
ook,  Feb.  19).  This  dogma  has  been 
imbraced  as  holy  writ  even  though  it's 
ictually  only  a  theory  with  a  very  poor 
;rack  record.  It  is  no  mere  coincidence 
;hat  U.  S.  economic  growth  has  slowed 
ind  employee  incomes  have  stagnated 
luring  the  last  two  decades  of  "free 
;rade"  policies.  The  U.  S.  now  imports 
lalf  the  manufactured  goods  it  con- 
sumes as  "global"  factories  have  re- 
)laced  millions  oi  middle-class  American 
obs.  We  must  take  back  the  most  vital 
narket  in  the  world:  our  own.  On  every 
ront,  "free  trade"  has  failed  to  provide 
let  benefits  to  America.  China  has  a 
30  billion  trade  surplus  with  us,  while 
lemanding  technology  transfers,  co-pro- 
luction,  and  joint  ventures  as  the  price 
or  doing  business  there. 

The  U.  S.  has  enormous  leverage  to 
vin  advantageous  trade  agreements 
hrough  traditional  results-oriented  com- 
nercial  diplomacy.  But  we  throw  this 
everage  away  when  we  adopt  "free 
rade"  as  an  ideological  objective. 

Representative  Duncan  Hunter 
(R-Calif.) 
Washington 
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Is  fishing  at  Waterfall  Resort,  Alaska 

Business  or  Pleasure? 


The  Decision  is  Good  for  Business 
and  a  Pleasure  to  Make. 

Ford  Dealers  Assn.  of  Southern  California  For  the  last 
13  years,  Waterfall  Resort  has  been  our  incentive  /  business 
destination  of  choice.  Our  benefits  include  not  only 
improved  sales  results,  but  the  Waterfall  experience 
itself  helps  build  a  camaraderie  unlike  any  other  travel 
destination  we  have  used.        -  Paul  F.  Leader,  Chairman 

Imperial  Bank  Waterfall  is  an  exceptional  resort  simply 
because  it  all  works  so  well.  It  is,  by  far,  the  best  managed 
resort  in  Alaska.  We  look  forward  to  our 
annual  return  this  year  as  we  have  for 
the  past  decade. 

-  Norm  Creighton,  President  and  CEO 


ATERFALT 

RESORT  U 
ALASKA 


Name_ 


Tear  this  page  out 
and  fax  it  to  Waterfall 
(907-225-8530)  and 
receive  our  special 
resort  video,  hosted 

\  tAembei  of  Alaska's  Inside  Passage  Resorts     by  Steve  Garvey 

email:  aipr@ix.netcom.com  •  internet:  http://www.virtualcities.com 

 Title   


Company, 
Address  _ 
City  


_STATE_ 


Zip 


Area  Code  &  Phone  Fax  

□  Interested  □  Very  interested         □  Saltwater  -I  freshwater 

□  Business  Entertainment         □  Pleasure  Number  of  Guests  

Best  Season:    □  1996      □  1997        May     June    July    Aug  Sept 


INFORMATION /RESERVATIONS: 
800-5aa-5125 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

THE  PAINLESS 
DATABASE 


With  Salsa,  you  don't 
have  to  have  a  PhD 
in  programming  to 
analyze  business  info 

Perhaps  the  most  dra- 
matic impact  of  the 
computer  revolution  on 
business  has  been  the  data 
explosion.  Whether  it's  an 
hour-by-hour  cash  position  or 
sales  of  widgets  in  Wiscon- 
sin, information  that  once  was 
buried  deep  in  account 
ledgers  or  mainframe  4 
databases  now  is 
available  on  the 
desktops  of  deci- 
sion makers. 

The  revolution 
is    far  from 
complete,  how- 
ever. Even 
something  as 
simple    as  a 
monthly  look  at 
widget  sales 
requires  sifting 
through  a 
mountain  of 
information  to 
find  what  you're 
looking  for.  Cus- 
tomizing data- 
base software 
to  your  needs 
has  Ion  g 

required  the 
skills  of  a  com- 
puter whiz. 
Small-business  managers, 
with  no  computer  staffs  to 
turn  tn,  arc  at  a  particular 
disadvantage. 

PROBLEM  SOLVER.  Salsa  for 
the  Desk  p,  a  new  Windows 
program  available  from  Wall 
Data  (800  «7-2572),  could  be 
the  breakt)  ough  that  finally 
creates  a  database  manager 
for  the  rest  of  us.  It  walks 
you   through   the  hardest 


database  chore,  which  is  or- 
ganizing the  information  in 
the  first  place.  Then  it  can 
solve  some  sticky  problems. 
How  do  you  track  which  cus- 
tomers are  buying  which 
products  so  that  you  can 
get  the  most  bang  for  your 
marketing  efforts?  How  are 
you  supposed  to  arrange 
payroll,  benefits,  and  person- 
al information  about  employ- 
ees to  keep  your  workers 
motivated  and  comply  with 
various  regulations? 
Conventional  data- 
base software  can 
answer  those  ques- 
tions. But  most 
people  are  clue- 
less about  how 
to  design  a  data- 
base that  will 
handle  these 
chores  efficient- 
y.  And  that's 
only  the  begin- 
ning. Unless  the 
information  is 
linked  properly, 
getting  the 
reports  you  need 
is  always  going 
to  be  a  night- 
mare. Programs 
such  as  Micro- 
soft Access  and 
Borland  Para- 
dox require  that 
you  learn  the 
arcane  formal 
concepts  of  databases.  Ever 
heard  of  such  things  as  inner 
joins,  outer  joins,  and  nor- 
malized tables?  But  Salsa 
allows  you  to  create  your 
database  in  a  process  that 
you  can  understand,  then 
gives  you  the  tools  for 
extracting  the  information 
in  ways  you  can  use. 

Let's  say  you  want  to  keep 
close  tabs  on  customers'  buy- 


ing habits  and  reward  or 
prod  the  employees  who  take 
care  of  those  customers.  You 
can  start  with  a  template 
called  "Company"  and  modi- 
fy it,  using  easy  drag-and- 
drop  tools,  to  make  'it  a  cus- 
tomer  list.  Drag  in  a 
template  called  "Employee" 
and  you  have  the  beginnings 
of  your  human  resources  and 
payroll  database.  And  draw- 
ing lines  between  "Employ- 
ee" and  "Company"  lets  you 
associate  workers  with  the 
companies  they  deal  with. 
Entering  and  extracting  the 
information  you  want  then 
becomes  fairly  routine. 
SIMPLE  VIEW.  Salsa,  available 
at  an  introductory  price  of 
$149,  provides  a  large  num- 
ber of  templates  for  basic 
tasks,  such  as  keeping  g 
track  of  phone  numbers  or 
generating  invoices  and 
expense  reports.  For  $49 
each,  you  can  buy  "starter 
kits"  that  provide  templates 
for  specialized  functions  such 
as  human  resource  manage- 
ment or  inventory  control. 

Salsa  is  so  committed  to 
simplicity  that  it  has  no 
printed  manual.  This  may 
be  a  mistake.  The  built-in 
tutorials  and  help  system, 
while  excellent,  are  no  sub- 
stitute for  a  hard-copy  ref- 
erence. I  found  myself  print- 
ing out  lots  of  help  screens  to 
get  through  the  trickier 
parts. 

For  a  real-life  testimonial, 
listen  to  Scott  Moberly,  the 
general  manager  of  Dick 
Campbell  Co.,  a  small  Seattle 
manufacturer  of  traffic-con- 
trol equipment.  He  couldn't 
get  by  with  information 
extracted  from  his  account- 
ing programs  as  he  added 
new  products  and  distribu- 
tors as  part  of  an  expansion 
plan.  He  found  a  test  version 
of  Salsa  to  be  ideal  for  his 
added  information  needs.  "I 
knew  nothing  about  data- 
bases," Moberly  says.  "But  I 
know  about  my  business,  and 
this  is  helping  me  manage 
my  business."  You  can  expect 
to  run  into  more  Scott 
Moberlys  soon. 


BULLETIN  BOARD 


COMPUTERS 
A  FAST,  CHEAP  LAPTOP 

Laptop  bargain  hunters  can 
now  think  Pentium.  The  Toshi- 
ba Satellite  100CS  is  the  first 
laptop  powered  by  the  proces- 
sor to  crack  the  $2,000  barri- 
er—barely—with a  $1,999 
street  price.  That  buys  a  solid 
but  basic  machine:  A  75- 


megahertz  Pen- 
tium, 500-megabyte  hard 
drive,  8  MB  of  RAM,  10.4-in. 
passive-matrix  color  display, 
and  nickel  metal-hydride  bat- 
tery. There's  no  sound  or  inter 
nal  CD-ROM  drive.  The  100CS 
weighs  a  relatively  hefty  6.9 
pounds.  But  that  includes  a 
built-in  battery  charger;  you 
need  add  only  a  cord  instead 
of  a  transformer  brick. 

WORLD  WIDE  WEB 
VIRTUAL  STOCK  TRADES 

Spring  Street  Brewing  Co.,  a 
tiny  New  York  microbrewery, 
has  taken  online  investing  to 
a  new  height.  On  Mar.  1,  it 
began  operating  a  bulletin 
board  (http://www.interport. 
net/witbeer)  that  allows  indi- 
viduals to  trade  the  compa- 
ny's stock  that  has  been 
issued  to  employees  or  privat 
investors.  The  results  of  the 
first  few  days  of  operation 
suggest  that  do-it-yourself 
trading  is  not  yet  a  threat  to 
NASDAQ.  With  buyers  bidding 
20  to  $1.85  a  share  and  sell- 
ers asking  between  $1.95  ant 
$10,  no  deals  had  been  done. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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xo  SOME  small  package  carriers, 
it'saBOX. 


xo  RPS,  it's  your  BOTTOM  LINE. 


Saving  you  bucks. 

Volume  incentives.  Low  cost  alter- 
natives to  LTL  Guaranteed  sec- 
ond-day air  for  15%  less.  Lower 
pick  up  fees.  Savings 
you  can  pass  on  to  your 
(very  pleased)  customers. 


Shipping  solutions  that  fit, 
RPS  tailors  its  service  to 
your  business  because  your 
business  is  unique.  Whether 
it's  retail,  publishing, 
pharmaceuticals,  manufacturing 
or  any  other  business... 
10  packages  a  day 
or  10,000. 


Giving  your  business  an  edge. 

Advanced  RPS  technology  gives 
you  plenty  of  ways  to  better  serve  your 
customer.  Improves  your  entire  delivery 
process,  too. 


Delivering  where  you  ship. 
To  over  98%  of  business 
addresses  in  the  US. 
100%  in  Canada. 
Over  75%  in  Mexico. 
27  countries  in  Europe. 


If  your  carrier's  putting  vou  in  a  box, 
dial  1-800-ROADPAK®  (762-3725)  and  improve  your  bottom  line. 


Delivering  more  than  your  packager 


drive  to  work. 
I  do  not  drive  to  get  from  Point  A  to  Point 
I  do  not  drive  to  run  away  from  the  world. 
I  just  love  to  drive. 
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Books 


THE  LOYALTY  EFFECT 

The  Hidden  Force  Behind  Growth,  Profits,  and  Lasting  Value 

By  Frederick  F.  Reichheld 

Harvard  Business  School  •  323pp  •  $24.95 


LOYALTY?  NOW 
THERE'S  A  NOTION 


A management  book  about  loyal- 
ty? To  many,  that  concept — at 
least  in  today's  ever-turbulent 
workplace — is  as  dated  as  the  pet  rock. 
A  decade's  worth  of  massive  downsiz- 
ings  have  demonstrated  that  Corporate 
America  is  no  longer  loyal  to  its  em- 
ployees. Managers  and  executives, 
meantime,  have  slowly  discovered  that 
it  would  be  terribly  naive  to  be  loyal  to 
employers  who  willingly  discard  people 
even  when  profits  are  up. 

It  is  not  only  in  the  workplace  that 
loyalty  seems  dead.  It  also  appears  to 
be  a  lifeless  notion  among  bargain-hunt- 
ing customers  and  fast-money  investors 
who  seem  more  fickle  than  ever.  The 
upshot:  U.  S.  companies  now  lose  half 
their  employees  every  four  years,  half 


their  customers  in  five  years,  and  half 
their  investors  in  less  than  12  months. 

One  person  who  hasn't  given  up  on 
loyalty  is  Frederick  F.  Reichheld,  a 
consultant  who  has  made  a  business  of 
convincing  at  least  some  companies  that 
they  would  be  wise  to  begin  employing 
what  he  calls  loyalty-based  manage- 
ment. Indeed,  the  author  of  The  Loy- 
alty Effect  heads  up  the  worldwide  loy- 
alty practice  of  Bain  &  Co.,  a 
consulting  firm  known  for  its  hard- 
headed  analytical  approach. 

With  economic  anxiety  in  the  air,  the 
issue  of  loyalty  or  the  lack  of  it  is  cer- 
tainly topical.  Reichheld  believes  many 
of  today's  managers  have  caved  in  to 
pressures  from  "short-term  investors" 
to  maximize  returns  by  exploiting  cus- 


tomers— by  reducing  quality,  say, 
raising  prices  too  rapidly — and  m 
treating  employees.  "It  is  managemer 
over-attentiveness  to  the  demands 
these  short-term  investors  that 
stalling  growth  at  many  companies," 
asserts.  "This  hurts  not  only  customs 
and  employees,  but  is  equally  det 
mental  to  long-term  investors." 

But  does  loyalty  really  pay  o 
Reichheld  is  a  believer.  He  points  c 
that  agents  for  State  Farm  Mutual  A 
tomobile  Insurance  Co.  stay  with  t 
company  more  than  twice  as  long 
agents  with  competitors,  and  th 
achieve  productivity  levels  40%  higl 
than  the  industry  norm.  Customi 
retention  rates  at  State  Farm  exce 
95%.  Chick-fil-A,  a  fast-food  chain  w 
more  than  600  outlets,  boasts  tumo\ 
of  store  operators  of  4%  to  6%  a  year 
an  industry  in  which  the  average  chu 
inns  close  to  50%.  Even  though  stc 
operators  earn  50%  more  than  those 
competing  chains,  Chick-fil-A  has  be 
able  to  finance  a  major  expansion  wr 
out  going  deeply  into  hock. 

To  the  author's  credit,  The  Loya 
Effect  acknowledges  that  a  compa 
that  simply  holds  onto  employees  is 
going  to  produce  superior  returi 


REICHHELD  SAYS  LOYAL  EMPLOYEES  TRANSLATE 
INTO  MORE  LOYAL  CUSTOMERS  AND  INVESTORS 


Deadwood  still  has  to  get  chopped  out 
of  organizations.  But  to  Reichheld,  the 
fundamental  goal  of  a  business  is  not 
profit  but  "value  creation."  Companies 
create  value  by  understanding  that  they 
can  only  retain  loyal  customers  with  a 
base  of  loyal  employees.  By 
decreasing  defection  rates  of 
customers,  employees,  and 
investors,  companies  can 
achieve  "prodigious  growth 
in  profits  and  cash  genera- 
tion," he  says. 

Under  this  model,  profit 
is  a  consequence  of  value 
creation,  a  result  rather  than 
a  purpose.  "Profits  alone  are 
an  unreliable  measure  be- 
cause it  is  possible  to  raise 
reported  short-term  earnings 
ay  liquidating  human  capital,"  he  writes. 
'Pay  cuts  and  price  increases  can  boost 
jarnings,  but  they  have  a  negative  ef- 
fect on  employee  and  customer  loyalty 
md  so  shorten  the  duration  and  worth 
)f  those  assets." 

How  convincingly  does  Reichheld 
nake  these  arguments?  While  they  will 


certainly  have  resonance  to  an  ever- 
growing number  of  disenchanted  man- 
agers, there  are  some  flaws  in  his  rea- 
soning. For  one  thing,  most  of  the 
author's  examples  are  privately  owned 
companies  that  do  not  face  constant 
pressure  from  outside  in- 
vestors and  stock-market 
analysts.  Publicly  held  com- 
panies, Reichheld  says,  need 
to  specifically  market  them- 
selves to  long-term  in- 
vestors and  to  find  an  in- 
vestor angel,  a  Warren 
Buffett  type  who  is  willing 
to  buy  a  large  stake  in  the 
company. 

Another  problem  is  what 
may  well  be  the  single 
biggest  hurdle  to  loyalty- 
based  management:  conventional  ac- 
counting systems  that  fail  to  measure 
the  value  of  loyal  customers,  employ- 
ees, and  shareholders.  Reichheld  sug- 
gests developing  alternative  balance 
sheets  to  measure  such  things  as  the 
costs  of  acquiring  customers  and  train- 
ing new  employees.  But  a  reader  is 


left  wondering  whether  the  creation  of 
such  systems  would  deliver  real  value 
or  simply  result  in  some  grand  social 
experiment. 

Strip  out  the  loyalty  focus  of  this 
book,  moreover,  and  you  find  very  few 
fresh  ideas  and  far  too  many  business 
cliches.  Reichheld,  for  example,  reminds 
us  that  business  must  serve  its  cus- 
tomers, that  people  are  a  company's 
most  valuable  asset,  that  you  can't  man- 
age what  you  can't  measure,  and  that 
you  should  treat  others  the  way  you'd 
like  them  to  treat  you. 

Sadly,  though,  many  corporate  leaders 
seem  to  have  forgotten  that  short-term 
profit  is  not  a  primary  business  objec- 
tive nor  a  goal  that  will  cause  the 
troops  to  rally.  If  Reichheld's  book  sim- 
ply leads  a  few  chief  executives  to  be 
more  mindful  of  the  ill  effects  of  large- 
scale  layoffs  and  customer  turnover,  it 
will  have  succeeded  in  resurrecting  a 
concept  that  seems  rather  foreign  in 
the  1990s. 

BY  JOHN  A.  BYRNE 

Senior  writer  Byrne  covers  manage- 
ment issues  for  business  week. 


Intelligent  questions  for  serious  investors. 


Back  in  1949,  computers  took  up 
the  space  of  entire  warehouses.  So 
as  unrealistic  as  this  quote  might 
sound  now,  it  was  actually  pretty 
optimistic  thinking  at  the  time. 


til* 

no  one  predicted  was  tnat  in 
Intel  would  turn  the  world  of 
computer  technology  on  its  head 
by  inventing  the  microprocessor.  So 
instead  of  weighing  1.5  tons,  some 
computers  now  weigh  less  than  five 
pounds.  And  these  computers  have 
amazing  capabilities  that  the  gar- 
gantuan computers  of  the  '50s  and 
'60s  didn't  have.  Things  like  running 
video  and  sound,  and  communi- 
cating with  PCs  all  over  the  world. 


©  1996  Intel  Corporation. 

All  other  trademarks  are  property 

of  their  respective  holders 
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"Computers  in 
the  future  may  weigh 
no  more  than  1.5  tons." 

POPULAR  MECHANICS,  1949 

FORECASTING  THE  WONDERS  OF  MODERN  TECHNOLOGY. 
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So  the  invention  of  the  microprocessor  meant  much  more 
than  just  lighter-weight  computers.  It's  what  made  it 
possible  for  the  personal  computer  to  be  "personal." 
So  that  people  could  have  their  own  computers.  Which 
means  all  those  amazing  capabilities  are 
at  your  fingertips.  And  that's  pretty 
impressive  by  any  measure. 


http://www.intel.com 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


IN  SPAIN, 

AN  OPPORTUNITY  LOST 


STALEMATE: 

Even  though 
conservatives 
gained  a  thin 
victory  at  the 
polls,  their 
leader  isn't 
likely  to  wield 
enough  clout 
to  reform  the 
welfare  state 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Technology 


Poor  Spain.  It  needed  a  Margaret 
Thatcher  in  this  election  and  got  a 
Spanish  version  of  John  Major.  True, 
the  Socialists  were  defeated  by  the  conserva- 
tive Popular  Party,  but  the  new  government 
has  three  problems:  It  has  no  vision,  it  has  no 
mandate,  and  it  has  no  power.  The  victory 
was  razor-thin,  and  the  pp  will  be  at  the  mer- 
cy of  the  ousted  Socialists  or  like-minded  re- 
gional parties.  In  what  is  likely  to  be  a  brief 
spell  in  office,  Prime  Minister  Jose  Maria  Az- 
nar  will  not  have  the  clout  to  truly  reform 
Spain's  economy. 

The  country  is  now  at  a  political  stalemate. 
Whatever  coalition  Aznar  might  build,  it  can 
only  come  at  the  expense  of  real  market  re- 
form. Both  potential  allies  from  the  Basque 
region  and  from  Catalonia  are  firmly  wedded 
to  the  welfare  state  status  quo. 

When  the  Socialists  ousted  the  conservative 
leftovers  of  the  Franco  regime,  they  were 
immensely  successful  in  creating  a  broad- 
based  democracy.  Europe  was  thankful  to  fi- 
nally say  goodbye  to  fascism  and  welcomed 
the  vigorous,  smiling  young  politician  Felipe 
Gonzalez.  But  the  price  for  peaceful  transition 
was  no  rocking  of  the  economic  boat.  Spain 
made  the  transition  from  fascist  corporate 
welfarism  to  liberal  state  welfarism  smoothly. 

Joining  Europe  brought  money  and  market 
access,  which  more  than  paid  for  the  opening 
of  trade  barriers.  But  deeper  reform  in  the  la- 
bor area,  in  the  welfare  system,  and  in  dereg- 
ulating the  formidable  corporatist  structure 
never  came  to  pass.  In  fact,  the  trend  in  re- 
cent years  has  rim  in  the  other  direction.  For 
example,  stores  used  to  be  closed  on  week- 
ends under  Franco.  They  were  opened  for 
shopping  under  Gonzalez'  Socialist  govern- 
ment. Now  they  are  closing  again. 

For  more  than  a  decade,  Spain  has  seen  lit- 
tle growth.  Every  step  of  the  way  has  been 
obstructed  by  regulations,  small  shopkeep- 
ers, professional  associations,  and  unions.  Any 
attempt  to  increase  competition  was  perceived 
as  a  threat  to  jobs  and  vetoed. 
LITTLE  HEADWAY.  Spain  is  in  desperate  need 
of  economic  reform.  The  budget  deficit  is  5% 
of  gross  domestic  product,  growth  is  slow, 
inflation  is  high,  and  unemployment  is  at  an 
amazing  23%.  In  a  survey  on  labor-market 
conditions,  a  majority  of  respondents  said 
high  unemployment  was  likely  to  be  a  per- 
manent feature  of  the  Spanish  economy — and 
they  may  well  be  right.  Between  the  unwill- 


ingness to  make  labor  markets  more  flexit 
and  the  growing  competition  from  low-wai 
Eastern  European  countries  such  as  Polai 
and  the  Czech  Republic,  Spain  is  losing  ou 

The  election  could  have  made  a  differenc 
but  it  didn't.  The  Socialists  fought  tooth  ai 
nail  to  hang  on  to  power  and  painted  tl 
right  as  a  return  of  Generalissimo  Francis 
Franco.  Economic  themes  did  not  run  high, 
least  not  in  the  specifics.  It  is  clear  that  aft 
the  budget  battles  and  riots  in  France  la 
fall,  a  weak,  conservative  Spanish  Prime  Mi 
ister  is  unlikely  to  take  on  the  labor  Esta 
lishment  or  small  business.  And  he  is  just 
unlikely  to  take  on  the  budget  deficit,  whi 
gets  an  "F"  on  the  Maastricht  exams. 
CRISIS  COURSE.  Most  of  Europe  is  careful 
trying  to  move  in  the  direction  of  more  r 
stracturing,  more  pressure  on  labor  to  give  1 
impossible  demands,  more  room  for  busine 
to  do  what  must  be  done  to  be  competitiv 
Everyone  in  Europe  denounces  loudly  t) 
American  way  and  points  to  Pat  Buchanai 
protectionist  message  as  the  inevitable  01 
come  of  too  much  free  market,  too  mu< 
deregulation.  But  as  they  publicly  complai 
they  quietly  act  to  copy  the  American  ec 
nomic  model.  The  case  of  France,  where  w< 
fare  reform  is  going  forward,  makes  this  plai 

Can  Spain  afford  to  hold  off  economic  r 
form  forever?  The  election  provided  a  k< 
juncture  for  the  country  to  vote  on  moder 
ization  and  a  genuine  prospect  for  making 
in  Europe.  The  stalemate  outcome  now  mea: 
major  political  instability,  Italian-style,  as  vi 
tually  any  economic  proposition  becomes 
vote  of  confidence  in  Parliament.  New  ek 
tions  with  an  uncertain  outcome  will  con 
perhaps  as  early  as  two  months  from  no 
or  as  late  as  next  year,  when  the  new  budg 
is  announced. 

The  issue  is  no  longer  that  the  Socialis 
made  a  good  transition  from  Franco-style  di 
tatorship.  That  was  decades  ago.  The  conse 
vatives,  for  their  part,  failed  to  recognize  th 
a  partnership  with  the  regional  parties  < 
economic  issues,  at  the  sacrifice  of  some  r 
gional  autonomy,  would  have  built  a  beac 
head  for  reforms  here  and  now.  As  a  resu 
Spain  has  lost  the  illusion  that  something  c; 
be  done  easily  on  the  economic  front.  Now  v 
can  watch  the  spectacle  of  how,  after  the  i 
evitable  financial  crisis  down  the  road,  chan 
comes  the  hard  way.  The  only  question  : 
Who  will  be  the  Spanish  Thatcher? 
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The  new  Epson  PhotoPC  color  digital  camera, 

So  dmdZinQ  we  can't  express  it  in  words, 

butwecanin  pictures. 


EPSON  PHOTOPC  IS  THE  QUICKEST,  EASIEST  AND  MOST  AFFORDABLE  WAY  TO  BRING  PICTURES  INTO  YOUR  COMPUTER. 

Simply  point  the  camera  and  shoot  the  pictures.  Then  download  them  into  your  computer.  You'll  get  pictures  in  more  than  16  million  colors  with 
true  640  X  480  pixel  resolution.  Whether  you're  at  work,  on  the  road  or  at  home,  you'll  create  electrifying  letters,  reports,  presentations  and 
E-mail.  PhotoPC  offers  maximum  flexibility,  too.  With  expandable  memory,  you  can  store  from  32  pictures  up  to  160  and  you  can  add  lenses  or 
filters  that  enable  close-up,  wide  angle  or  special  effect  shots.  Best  of  all,  PhotoPC  comes  with  everything  you  need  to  get  started  right  out  of 
the  box,  including  the  cable  and  easy-to-use  software.  PhotoPC  also  works  with  all  Windows'  software  and  any  printer.  Now  what  you  see  can 
become  what  you  print.  For  more  information,  call  1-800-BUY-EPSON  and  ask  for  operator  3100  or  visit  our  Web  site  at  http://www.epson.com. 

YOU'VE  GOT  TO  SEE  IT  IN  I  I  COLOR.- 


*At  participating  dealers.  EPSON  is  a  registered  trademark  of  Seiko  Epson  Corp.  PhotoPC  is  a  trademark  of  Epson  America,  Inc.  Windows  is  a  registered  trademark  of  Microsoft  Corp.  ©1996  Epson  America,  Inc. 


Making  headway  in  the  Chinese  marketplace 
a  complicated  maneuver,  even  for  today's  most 
phisticated  companies.  Now  Business  Week 
n  give  you  the  boost  you  need  by  bringing  you 
:e-to-face  with  China's  key  economic  decision- 
akers.  Don't  miss  this  important  gathering  of 
p  officials  from  China's  central  government, 
aders  of  Chinese  enterprise,  and  senior 
ecutives  of  major  corporations  around  the  world. 
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Economic  Trends 


BY  GENE  KORETZ 

WALL  STREET  IS 
NOT  MAIN  STREET 

Most  folks  aren't  in  on  the  boom 

To  put  it  mildly,  observers  of  U.  S.  fi- 
nancial markets  and  the  U.  S.  econ- 
omy over  the  past  year  have  been  ex- 
periencing cognitive  dissonance.  On  the 
one  hand,  the  stock  market  has  posted 
its  largest  increase  in  recent  memory, 
leaping  by  some  35%  last  year  and  still 
counting.  On  the  other,  the  economy 
crept  higher  at  a  lackluster  1.4%  pace, 
consumption  has  lagged,  and  economic- 
anxiety  is  widespread. 

To  those  who  equate  stock  market 
booms  with  economic  welfare,  all  of  this 
is  puzzling.  With  all  of  their  added 
wealth,  why  aren't  consumers  spending 

WHO  HAS  SCORED  BIG 
IN  THE  MARKET  SURGE? 

SHARE  OF  HOUSEHOLD  EQUITY  INVESTMENTS*  OWNED  BY: 

I  ■*  TOP  10%  OF  HOUSEHOLDS 
I  <  TOP  5% 


BOTTOM 
%0F 
HOUSEHOLDS 


'INCLUDES  INDIVIDUALLY  OWNED  STOCKS  AND  MUTUAL  FUND 
SHARES,  PLUS  STOCKS  HELD  IN  IRAS,  401(k)s,  AND  OTHER 
DEFINED  CONTRIBUTION  SAVINGS  PLANS 

DATA.  JAMES  M  POTERBA  AND  ANDREW  A  SAMWICK 

with  elan?  And  why  is  there  so  much 
malaise  in  the  hinterland? 

A  new  study  by  economists  James 
M.  Poterba  of  Massachusetts  Institute  of 
Technology  and  Andrew  A.  Samwick  of 
Dartmouth  College  throws  some  light 
on  such  issues.  The  study's  focus  is  the 
so-called  wealth  effect,  the  theory  that  a 
rise  in  stock  prices  makes  people  with 
stock  investments  feel  richer  and  thus 
leads  them  to  spend  some  of  their  added 
wealth — boosting  consumption  and 
spurring  economic  growth. 

A  key  question,  of  course,  is  the  na- 
ture of  stock  ownership.  Using  Federal 
Reserve  data,  the  researchers  calculate 
that  the  household  sector — both  directly 
and  indirectly,  via  mutual  funds  and  de- 
fined-contribution  pension  and  savings 
plans — currently  owns  nearly  two-thirds 
of  total  U.S.  equities.  Moreover,  the 
share  of  households  with  stock  holdings 
grew  from  ,',n  in  1962  to  33%  in  1992— 
and  has  undoubtedly  risen  since  then. 

A  problem,  however,  is  that  a  large 
number  of  such  holdings  are  either  neg- 


ligible or  relatively  inaccessible  for 
spending.  In  1992,  for  example,  only 
17%  of  households  had  more  than  $2,000 
in  stocks  or  mutual  funds  outside  of 
tax-favored  savings  and  pension  plans 
with  penalties  for  early  withdrawals. 

Moreover,  stock  ownership  is  highly 
concentrated.  Based  on  the  Fed's  1992 
survey  of  consumer  finances,  Poterba  and 
Samwick  estimate  5%  of  households  own 
77%  of  all  shares  held  by  individuals  and 
families.  And  80%  of  households  own  2%. 
Subtracting  holdings  in  tax-favored  pen- 
sion and  savings  plans,  the  equity  share  of 
the  bottom  80%  of  households  drops  to  a 
scant  0.5%. 

Thus,  any  impact  on  consumption 
from  rising  stock  prices  is  likely  to  be 
found  among  the  wealthiest  families — 
say,  the  top  10%  who  account  for  90%  of 
household  equity  holdings.  Yet  in  ana- 
lyzing past  stock  market  and  consump- 
tion patterns,  the  researchers  find  no 
significant  relationship  between  rising 
(or  falling)  stock  prices  and  subsequent 
sales  of  luxury  cars  and  other  items  pur- 
chased by  affluent  families. 

The  findings  suggest  that  anyone  look- 
ing for  a  direct  wealth  effect  from  last 
year's  stock  boom  is  likely  to  be  disap- 
pointed. Still,  the  authors  note  that  mar- 
ket rises  are  usually  followed  by  con- 
sumption increases — presumably  because 
stocks,  by  reflecting  earnings  expecta- 
tions, remain  a  good  leading  indicator  of 
overall  economic  activity.  So  the  boom 
still  points  to  a  likely  consumption  re- 
bound in  the  months  ahead. 

Perhaps  the  most  intriguing  aspect 
of  the  study  is  what  it  implies  about 
wealth  dispersion.  Because  substantial 
stock  ownership  is  confined  to  relatively 
few  households  whereas  most  families' 
net  worth  is  centered  in  home  owner- 
ship, the  latest  stock  market  boom  sug- 
gests that  the  wealth  gap  in  the  U.S. 
has  inevitably  widened. 


WHY  WAGES  ARE 
FINALLY  RISING 

Slowing  benefit  costs  have  helped 

What's  behind  the  modest  0.4%  rise 
in  inflation-adjusted  wages  in  the 
past  two  years  after  a  decade  of  stag- 
nation? According  to  David  S.  Wyss  of 
DRi/McGraw-Hill,  it  isn't  the  payoff  from 
rising  productivity,  as  some  experts 
have  claimed:  Data  revisions  indicate 
productivity  growth  hasn't  really  accel- 
erated. Rather,  it's  the  sharp  slowdown 
in  the  cost  of  fringe  benefits,  which  rose 
just  2.7%  last  year — less  than  wages. 


Fringe  benefits  and  wages,  of  cours< 
make  up  total  compensation.  And  b€ 
cause  fringes  were  rising  almost  twice  a 
fast  as  wages  in  the  1980s,  employer 
had  less  left  over  to  put  into  pay  er 
velopes.  Fringe  costs  took  off  in  the  '80 
partly  because  of  soaring  medical  cost 
but  mainly  because  of  rising  payroll  ta> 
es  for  Social  Security,  unemployment  ir 
surance,  and  workers'  compensation.  I 
the  '90s,  though,  fringe  increases  hav 
slowed  as  payroll  tax  rates  stabilize 
and  health-care  inflation  subsided. 

As  Wyss  sees  it,  real  wages  hav 
started  to  edge  higher  because  some  c 
the  benefit  from  slowing  fringe  cos 
hikes  is  finally  being  passed  on  to  en 
ployees.  And  while  businesses  also  hav 
used  some  of  the  fringe  cost  dividend  t 
boost  profits,  history  suggests  that  labc 
will  eventually  reap  the  full  benefit. 


FACTORIES  TAKE 
A  RREATHER 

Expansion  plans  slow  worldwide 

The  global  surge  in  capital  spendin 
for  plant  expansion  is  losing  stean 
Cimtek-Thomas,  a  market-research  an 
database  company  in  Johnson  City,  Term 
says  growth  in  the  number  of  such  pro, 
ects  slowed  last  year  in  most  nations. 

The  slowdown  was  most  obvious  in  th 
U.S.  Canada,  and  Britain,  where  th 
number  of  announced  projects  actuall 
fell  below  year-earlier  levels,  but  it  wa 
also  evident  in  Western  and  Eastern  Ei 
rope  and  even  in  emerging  Asia.  Indee( 
two  of  the  sharpest 

slowdowns  oc-  PLANT  EXPANSION 
curred   in   China    AROUND  THE  GLOBE 

and  Asia's  newly       percent  change  in 
industrialized  coun-     projects  announced^ 

tries,  where  plans    u.S.  +74  -9 

to  build  plants  and  CANA0A +88  _n 
expand  capacity  Germany  m  +4 
rose  modest  y  after  pRANCE  -  - 
doubling  m  94. 

Expansion  plans     ITALY  +55  +14 

did  pick  up  in  BRITAIN  +69  8 
Japan  after  a  '94  wan  ffl 
drop.  But  the  most  china  +119+10 
notable  exceptions  Ntcs**  +103  -4 
to  the  slowdown  OTHER  ASIA  +i34  +35 
were  Mexico  and  MEXICp  +51  +1()3 
the  rest  of  Latin  other  latin  +28  +148 
America,  where  e.  Europe***  +25-10 
the    number  oi 

'  NEW  PLANTS  AND  EXPANSIONS 

announced    plans      ••  hong  kong.  korea.  taiwan. 
to      build      new  an°«aporf 

LU         UUUU         I1CW  *•*  INCLUDES  RUSSIA  AND  OTHER 

plants  and  expand     cis  states 

capacity  more  than      DATA  ~S: ,0HNS0N 

doubled. 
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FACTORIES  WILL  SHAKE  OFF 
'HE  WINTER  BLAHS 


U.S.  ECONOMY 
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It  looks  like  1985  redux. 
Eleven  years  ago,  the  overall 
onomy  was  healthy,  but  the  industrial  sector  was 
itting  blown  to  bits. 

Today,  the  economy  remains  on  track,  although  the 
nuary  blizzard  continues  to  skew  the  data,  as  was 
ident  in  the  monthly  readings  on  personal  income 
id  household  spending.  But  manufacturing  is  ailing 
;ain.  The  nation's  purchasing  managers  reported  that 
oduction,  jobs,  and  orders  failed  to  rebound  in  more 
sather-friendly  February. 

In  the  mid-1980s,  a  hyper- 
strong  dollar  brought  in  a 
flood  of  cheap  imports  while 
making  U.  S.  goods  non- 
starters  in  world  markets. 
This  time,  the  problem  is  not 
overseas.  Rather,  soft  domestic 
demand  and  a  drawn-out  in- 
ventory adjustment  are  curb- 
ing the  need  to  lift  factory 
output  and  payrolls. 
The  inventory  problem  can 
traced  to  a  tight  monetary  policy  that  pushed  down 
ending  in  the  second  half  of  1995  faster  than  pro- 
Leers  could  adapt.  The  overall  economy  will  not  regain 
;  vitality  until  manufacturing  recovers. 
Fortunately,  some  recent  data  suggest  that  invento- 
rs now  are  better  aligned  with  demand.  In  particular, 
Lsinesses  are  taking  longer  to  fill  orders  (chart).  And 
cause  the  rise  in  household  income  looks  sufficient  to 
aintain  a  moderate  pace  of  spending,  output  should 
2k  up  again  in  the  spring. 

JOKING  FURTHER  OUT,  manufacturing's  fortune 
nges  on  interest  rates.  Producers  of  interest-sensitive 
'ods  have  always  been  the  Federal  Reserve's  whip- 
ig  boys  when  it  comes  to  managing  economic  growth, 
ith  the  first  quarter  looking  so  soft,  policymakers,  who 
xt  meet  on  Mar.  26,  will  probably  see  the  need  to 
se  up  on  short-term  rates  at  least  another  notch. 
Equally  important,  long  rates  must  come  down.  The 
*ld  on  the  benchmark  30-year  Treasury  bond  aver- 
ed  6.25%  in  February,  a  lofty  altitude  given  the 
-ne  inflation  outlook.  A  major  reason  for  the  bond 
irket's  sulky  attitude:  the  lack  of  a  balanced  budget 
ige  37). 

Without  the  booster  shot  of  lower  borrowing  costs, 
mestic  demand,  especially  for  housing  and  cars,  could 
it  limp  along  through  1996.  The  latest  news  shows 
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that,  partly  because  of  the  blizzard,  the  economy  is 
struggling  to  put  growth  in  the  plus  column  in  the 
first  quarter. 

Personal  income  grew  a  strong  0.6%  in  December 
but  then  eked  out  a  mere  0.1%  gain  in  January  as  in- 
clement weather  kept  workers  home.  Inflation-ad- 
justed disposable  income  was  flat  in  January,  and  real 
consumer  spending  plunged  0.8%,  led  by  a  5.4%  de- 
crease in  outlays  for  durable  goods. 

Even  so,  real  consumer 
spending  started  the  first 
quarter  about  even  with  its 
fourth-quarter  average.  Un- 
less job  growth  collapses — an 
unlikely  prospect — consumers 
will  have  enough  income  to  in- 
crease their  spending.  On  a 
year-over-year  basis,  real  af- 
tertax incomes  have  outpaced 
consumer  spending  since  July 
(chart).  In  fact,  real  income  is 
up  at  an  annual  rate  of  2.8%  since  July,  while  pur- 
chases have  grown  1%. 

February's  buying  trends  are  already  looking  better 
than  January's.  The  weekly  surveys  of  retailers  suggest 
that  store  sales  snapped  back.  So,  too,  purchases  of  do- 
mestic and  imported  cars  and  light  trucks  increased 
13.6%  last  month,  to  an  annual  rate  of  15.9  million. 
That's  a  good  sign  that  consumer  spending  is  recover- 
ing from  its  January  slump. 

A  CONSUMER  REBOUND  is  good  news  for  businesses, 
especially  ones  still  wrestling  with  too  many  goods  on 
hand.  Inventories  at  factories,  wholesalers,  and  retailers 
fell  0.5%  in  December,  but  the  government  reported 
that  factory  inventories  alone  jumped  back  up  by  0.7% 
in  January. 

Once  again,  that  increase  probably  reflected  weather 
more  than  economics.  Factory  shipments  dropped  0.9% 
as  snow  and  ice  disrupted  trucking  and  rail  systems. 
But  orders  rose  0.5%,  a  sign  of  better  demand.  Ex- 
cluding the  volatile  transportation-equipment  sector, 
orders  increased  an  even  stronger  1.2%. 

It  is  important  to  keep  in  mind,  however,  that  not  all 
of  manufacturing's  problems  are  weather-related.  Al- 
though consumers  and  businesses  are  still  spending, 
they  are  not  buying  with  the  aplomb  of  1994  or  early 
1995.  That's  why  inventories  became  a  problem — and 
the  overhang  has  dragged  down  output  and  jobs. 

The  National  Association  of  Purchasing  Management 
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reported  that  industry  remained  sluggish  in  February. 
The  napm  index — a  compilation  of  production,  orders, 
jobs,  inventories,  and  prices — rose  to  just  45.2%,  from  a 
recessionary  44.2%  in  January. 

STILL,  THE  REPORT  CONTAINED  some  hopeful  signs 

Most  important,  inventories  contracted  last  month, 
while  orders  showed  some  improvement.  The  napm 
also  said  that  supplier  delivery  times  are  in  a  clear  up- 
trend. That  means  that  businesses  are  relying  more  on 
current  production  to  meet  new  demand,  rather  than 
quickly  filling  orders  by  dipping  into  inventories. 

The  vehicle  industry  remains  an  exception  to  the 
progress  made  on  inventories.  Although  vehicles  and 
parts  account  for  less  than  5%  of  factory  production, 
swings  in  the  industry  roll  back  on  their  suppliers  and 
can  greatly  influence  the  overall  trend  in  manufacturing. 

Car  dealers  ended  January  with  an  excessive  88- 
day  supply  of  unsold  cars  and  trucks.  The  rise  in  Feb- 
ruary sales  likely  pared  a  good  chunk  of  the  overhang 
(chart),  but  not  all.  So  auto  production  should  remain 
modest,  which  means  little  output  growth  for  suppliers. 

Manufacturing's  outlook  might  be  more  discourag- 
ing if  not  for  the  lift  expected  from  exports.  Given 
the  growth  in  developing  economies,  exports  may  well 
increase  at  nearly  a  double-digit  rate  in  1996.  In  fact, 
the  key  contrast  between  today's  situation  and  that 
of  the  mid-1980s  is  that  unless  the  bond  market  expe- 


VEHICLE  SALES  BOUNCE 
BACK  IN  FEBRUARY 


riences  a  sea  change  soon,  manufacturing's  healthies 
markets  in  1996  may  well  be  the  ones  overseas. 

In  addition,  manufacturers  seem  to  hold  a  produc 
tivity  advantage  over  service  companies.  The  Labo 
Dept.  reported  that  output  per  hour  worked  in  th 
nonfarm  business  sector  fell  at  an  annual  rate  of  0.5%  i 
the  fourth  quarter,  but  manufacturing  efficiency  grew  a 
a  2.5%  clip.  That  implies  a  fairly  steep  drop  in  servic 
productivity,  although  even  Federal  Reserve  Chair 
man  Alan  Greenspan  has  questioned  the  ability  of  th 
data  to  capture  recent  trends  in  services. 

For  all  of  1995,  nonfarm 
productivity  rose  by  0.8%, 
while  manufacturing's  was  up 
3.6%.  Total  unit  labor  costs  in- 
creased 3.3%,  but  factory  costs 
fell  0.4%.  That  means  manu- 
facturing profits  should  hold 
up  well,  even  during  these 
lean  times. 

Although  the  factory  sector 
has  shrunk  to  a  record-low 
percentage  of  the  economy,  its 
ups  and  downs  still  heavily  influence  the  overall  ecor 
omy.  On  balance,  manufacturing's  weakness  is  finall 
bottoming  out.  And  with  a  little  help  from  lower  in 
terest  rates,  the  economy  should  look  a  lot  healthie 
this  summer  than  it  does  right  now. 


SEPT  OCT.  NOV  DEC.  JAN.  FE8 
A  MILLIONS.  AT  ANNUAL  RATES 
DATA  I  P  MORGAN  &  CO  ,  BLOOMBERG  FIN  MKT, 


JAPAN 


A  TIMIDLY  RISING  SIN 


Japan's  economy  is  recovering, 
but  the  pace  is  more  plodding 
than  earlier  indicators  had  sug- 
gested. That  was  the  message 
from  the  Bank  of  Japan's  quar- 
terly Tankan  survey  of  business 
sentiment,  a  key  indi- 
cator of  current  and 
prospective  economic 
conditions. 

The  headline  num- 
ber— an  index  of  senti- 
ment at  major  manu- 
facturers— stood  at 
-12,  an  improvement 
from  -38  in  the  No- 
vember survey.  The  in 
dex  is  the  difference 
between  "favorable"  and  "unfavor 
able"  readings.  A  minus  sign 
means  that  pessimists  still  out- 
number optimists.  The  improving 
trend  is  clear  (chart),  but  the 
overall  results  were  much  less  up- 


SENTIMENT  IS  NEGATIVE, 
BUT  IMPROVING 


I  '89  I  '96 

PERCENT  "FAVORABLE"  MINUS 
"UNFAVORABLE" 

DATA  BANK  OF  JAPAN  VIA  BLOOMBERG 


beat  than  expected.  After  four 
years  of  stagnation,  forecasters 
expect  Japan  to  grow  about  2% 
this  year,  far  below  the  normal  re- 
covery pace. 
The  recovery  is  still  not  self- 
sustaining,  that  is, 
driven  by  private-sec- 
tor demand  and  out- 
put, instead  of  just  a 
bump  from  54.5  tril- 
lion yen  ($500  billion) 
of  fiscal  stimulus  since 
1992.  The  problems: 
excessive  inventories, 
weak  job  markets, 
tentative  consumers, 
and  soft  foreign  de- 
mand still  suffering  from  yen 
shock.  Fourth-quarter  consumer 
spending  appears  to  have  de- 
clined, leading  many  analysts  to 
mark  down  their  estimates  for 
last  quarter's  gross  domestic 


product.  First-quarter  outlays 
look  better,  given  January  upticks 
in  retail  sales  and  housing  starts, 
and  stronger  February  car  sales. 

But  the  pickup  will  not  allay 
the  nagging  inventory  problem, 
especially  in  autos  and  electrical 
machinery,  which  will  force  pro- 
duction cuts.  January  industrial 
output  rose  for  the  fourth  month 
in  a  row,  but  shipments  fell,  push- 
ing inventories  higher,  and  March 
output  expectations  show  a  steep 
drop.  Steel,  heavy  machinery, 
chemical,  and  oil-refining  compa- 
nies were  no  more  upbeat  in  Feb- 
ruary than  they  were  in  Novem- 
ber, according  to  the  Tankan. 

Amid  concerns  that  the  recov- 
ery could  misfire,  financial  mar- 
kets are  rethinking  earlier  beliefs 
that  the  boj  would  push  rates  up. 
Many  analysts  are  convinced  that 
any  hike  is  on  hold  until  1997. 
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FOUR  REASONS 
WHY  TOSHIBA  SELLS  MORE 
PORTABLES  THAN  ANYONE. 


Satellite 

When  it  comes  to  price,  performance 
and  value,  nothing  comes  close  to  the 

Satellite"  Series.  These  feature-rich 
modeh  make  it  possible  for  everyone 

to  have  power  and  performance  in 
an  inexpensive  notebook. 


Satellite  Pro 

With  Satellite  Pro" you  can  get 
affordable  CD-ROM  and  portability 
in  a  multimedia  notebook.  This 
series  offers  the  advanced  features 
and  power  usually  found  in  much 
mirre  expensive  machines. 


PORTEGE 

The  awardriwnning  Ported  Series 
defines  high  performance  in  ukraportabk 
computers.  At  under  five  pounds,  these 
super-lightweight  notebooks  are  packed 
ivith  features  you'd  only  expect  from 
full-size  computers. 


Tecra 

TecrtTembodies  the  absolute  latesi 
and  .greatest  in  pimable  technology. 
With  the  fastest  Pentium  processors 
and  most  innovative  features  on  the' 

market,  Teaa  notebooks  are  the 
ultimate  m  power  and  performance. 


Satellite,  Satellite  Pro,  Portege  and  Tecra.  Quite  possibly  the  best  reasons  there  are  for  buying  a  portable  computer.  Four  distinct 
Toshiba  notebook  lines  assure  that  whatever  your  needs,  there's  one  uniquely  suited  to  you.  Toshiba  portables  offer  uncompromised 
quality,  and  are  recognized  by  the  computer  industry  for  technical  superiority.  And,  Toshiba  has  award-winning 
customer  service  and  support.  That's  why  Toshiba  sells  more  portables  than  anyone  in  the  world.  Need  any 
PRnVHT!     more  reasons?  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 
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EXECUTIVE  PAY 


GROSS 

COMPENSATION? 

New  CEO  pay  figures  make  top  brass  look  positively  piggy 


...AND  WHERE 
IT  STOPS, 
NOBODY  KNOWS 

A  number  of  chieftains  enjoyed 
triple-digit  hikes,  buoyed  by 
generous  slock 
options 


4Kttl*sh 


Business  bashers  on  the  campaign 
trail  are  about  to  get  a  gener- 
ous gift  from  Corporate  America: 
news  of  stratospheric  pay  in- 
creases for  top  brass,  even  as  many 
are  slashing  their  workforces  at  a  furi- 
ous pace. 

Even  business-friendly  pols  may 
have  trouble  reading  the  latest  mind- 
numbing  numbers  without  blanching: 
Aetna  Life  &  Casualty  Chairman 
Ronald  E.  Compton's  compensation 
skyrocketed  485%  last  year,  to  $6.6 
million.  Morgan  Stanley  ceo  Richard 
B.  Fisher's  total  pay  jumped  318%,  to 
$11.9  million.  At  Texas  Instru- 
ments Inc.,  CEO  Jerry  R. 
Junkins  got  a  package 
totaling  $10.7  million, 
148%  more  than  the  year 
before. 
Behind  nearly  all  the 
triple-digit  ceo  pay  hikes  is  a 
roaring  stock  market  that  has 
led  to  huge  exercises  of 
options — some  of  which  were 
granted  over  years.  Some  $10.8 
million  of  the  $14.1  million  Oracle 
Corp.  Chairman  Lawrence  J.  Elli- 
son made  in  1995  came  from  a  stock 
option  exercise  that  lifted  his  total 
pay  an  awesome  387%.  At  Citicorp, 
nearly  $3.8  million  of  ceo  John  S. 
Reed's  $8.1  million  package,  a  57% 
rise,  was  from  stock 
options.  All  told,  accord- 
ing to  a  survey  by  con- 
sultants Pearl  Meyer  & 
Partners  Inc.,  average  CEO 
pay  at  large  companies 
jumped  by  23%  last  year,  to 
1.37  million.  Base  salaries 
rose  only  4%,  but  stock  option 


grants  jumped  by  an  average  of  45 
and  ceo  bonuses  by  39%. 

Given  the  magnitude  of  their  ps 
hikes,  ceos  look  like  easy  game  for  po 
on  the  stump.  That  goes  double  if  the 
come  off  as  insensitive  to  the  travails 
average  wage  earners  during  an  era  i 
downsizing  and  employee  disenchan 
ment.  Just  ask  at&t  Chief  Robert  1 
Allen.  His  basic  salary  remained  flj 
last  year  at  $5.85  million.  But  he  can 
under  heavy  attack  by  Pat  Bucham 
and  others  for  pocketing  a  supplemei 
tary  stock  option  grant  worth  near 
$11  million,  even  as  he  announce 
plans  to  lay  off  40,000  employees.  "At 
time  of  massive  layoffs,  it's  rubbing  sa 
into  the  wound,"  says  David  N.  Swii 
ford,  a  pay  expert  at  William  M.  Merc< 
Inc.  "Politicians  could  start  talkir 
about  raising  tax  rates  for  high-incon 
individuals."  Even  fellow  ceo  Sanford 
Weill  of  Travelers  Corp.  says  Allen  hai 
died  the  situation  "horribly." 
PINK  SLIPS.  Allen,  though,  isn't  the  on 
ceo  to  receive  a  handsome  pay  packa^ 
while  simultaneously  sending  out  thoi 
sands  of  pink  slips.  At  Pacific  Telesi 
which  announced  layoffs  of  19,000  peop 
during  the  past  four  years,  Chief  Exe< 
utive  Philip  J.  Quigley  bagged  $2.4  mi 
lion  in  total  pay  last  year,  a  23%  ris 
Ronald  W.  Allen,  the  chief  of  Delta  A 
Lines  Inc.,  which  has  announced  tr 
elimination  of  18,800  jobs  since  199 
got  a  mammoth  187%  increase  in  tot; 
pay  in  1995,  pulling  down  $1.4  millio: 
And  that  doesn't  include  a  stock  optic 
grant  exercisable  in  the  future  cuiren 
ly  worth  $1.9  million.  Then  there's  Bel 
South  Corp.,  which  has  announced  jc 
cuts  in  the  past  four  years  totalin 
21,200.  The  compensation  of  ceo  John  I 
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$4.37  million.  Base  salaries    cuts  in  the  past  four  years  totalin 
rose  only  4%,  but  stock  option    21,200.  The  compensation  of  ceo  John  I 

With  corporate  downsizing  alread; 
year's  lush  pay  packages  is  certain 
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lendenin  climbed  137%  to  $4.8  million 

,st  year,  not  including  an  option  grant 

orth  $2.3  million  more. 
Ironically,  many  of  the  gains  can  be 

ttributed  to  shareholder  pressure  to 

lift  compensation  to  stock-based  pay, 

i  well  as  to  government  rules  on 

tecutive  pay.  New  proxy  rules — set 

iree  years  ago — forced  boards  to 

jell  out  specific  goals  that  would 

nleash  incentive  pay.  To  preserve 

leir  flexibility,  many  simply  increased 

ayouts  and  often  lowered  targets. 

rhese  changes  are  driving  compen- 

ition  to  ever-increasing  heights," 

lys  Pearl  Meyer,  head  of  the  New 

ork-based  pay  consultancy.  "Absent 

jvernment  meddling  and  institution- 
shareholder  pressure,  pay  levels 

ould  be  far  lower." 

OLA  BREAK.  Although  most  companies 

ive  yet  to  release  their  proxy  state- 

ents,  which  contain  reports  of  ceo  pay 

r  last  year,  the  early  returns  show 

ime  remarkable  comp  packages.  So  far, 

le  single  biggest  reward  has  gone  to 

oca-Cola  Co.  Chairman  Roberto  C. 

oizueta.  He  pulled  down  $13.1  million 

st  year — and,  more  important,  a  stock 

)tion  grant  of  1  million  shares  already 

orth  more  than  $25  million. 
Still,  Goizueta  did  perform  for  his 

vish  recompense.  Even  the  most 

)cal  of  pay  critics,  Graef  S.  Crystal, 

)esn't  criticize  him  too  harshly.  The 

:ason:  Since  Goizueta  became  ceo  in 

)81,  the  company's  market  value  has 

sen  to  more  than  $100  billion  from  $4 

llion.  "He's  the  Babe  Ruth  of  corpo- 

ite  CEOs,"  says  Crystal.  "It's  hard  to 

link  of  a  major-company  chief  execu- 

ve  who  has  had  as  high  and  as  con- 

stent  a  level  of  performance." 
Many  of  the  other  top-paying  com- 
mies also  performed  well — although 

50  pay  hikes  far  outstripped  the  gains 

.  their  stocks.  For  instance,  Texas 

istruments'  stock  zoomed  up  50.4% 

st  year,  so  few  investors  are  likely  to 

ripe  about  ceo  Junkins'  $10.7  million 

lycheck.  And  Aetna's  shares  rose 

5.9%.  Allen  looked  bad  partly  because 

r&T's  shares  were  up  only  28.9%  last 

*ar — less  than  the  34%  increase  in  the 

tandard  &  Poor's  500-stock  index. 
As  is  often  the  case,  smaller,  lesser- 

nown  companies  made  some  of  the 

iggest  ceo  payouts.  Howard  Solomon, 

EO  of  Forest  Laboratories  Inc.,  a  New 

ork  pharmaceutical  company,  made 

lore  than  $17  million  last  year.  Melbum 

itical  hot  button,  news  of  last 
d  the  public  backlash 


G.  Whitmire,  vice-chairman 
of  Cardinal  Health  Inc.  in 
Dublin,  Ohio,  a  distributor  of 
health  and  beauty  aids,  made 
nearly  $15.4  million.  The  gains, 
however,  came  from  the  exercise 
of  stock  options  granted  years 
earlier.  Solomon's  cash  salary  and 
bonus  amounted  to  a  relatively 
modest  $610,644.  Whitmire's  was 
just  $617,359. 

Even  when  ceos  decided  not  to  take 
advantage  of  stock  market  gains, 
though,  they  often  received  sizable 
hikes  in  cash  pay.  After  leading 
Caterpillar  Inc.  through  a 
bitter  strike  to  record 
profits,  Chairman  Donald 
V.  Fites  gained  a  75%  rise 
in  his  pay  last  year,  to  $3.1 
million.  The  board  of  direc- 
tors raised  his  base  salary 
25%,  to  $1  million,  and  gave 
him  a  long-term  incentive  plan 
payout  of  $900,000.  Thanks  to 
improved  results  on  Wall  Street, 
Lehman  Brothers  Inc.  more  than 
doubled  the  cash  bonus  of  Chairman 
Richard  S.  Fuld  Jr.,  to  $1.5  million. 
That  brought  his  total  take  to  about 
$5  million  last  year. 

There's  plenty  more  to  come.  Mor- 
gan Stanley,  for  one,  is  asking  share- 
holders to  approve  an  incen- 
tive plan  that  would  set 
aside  an  extraordinary 
86  million  shares — some 
55%  of  total  outstanding 
shares — for  the  investment 
bank's  stock  option  plan.  "I 
find  this  breathtaking,"  says 
Crystal.  "They  seem  to  be 
doing  a  creeping  leveraged 
buyout."  Morgan  says  the  latest 
bennies  are  not  only  for  the 
senior  executive  team  but  also  for 
more  than  10,000  of  its  employees 
over  a  10-year  period.  "The  place 
works  better  when  people  have  a  siz- 
able interest  in  the  business,"  says 
Philip  N.  Duff,  Morgan's  cfo. 

And  so  another  provocative  pay 
season  begins — just  as  the 
Presidential  election 
campaign  is  shiftng  into 
high  gear.  Not  exactly  the 
best  time  for  the  nation's 
ceos  to  take  the  money 
and  run. 

By  John  A.  Byrne  in  New 
York 
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TRICKLE-DOWN  IS  TRICKLING  DOWN  AT  WORK 


White-collar  workers  all  over 
America  have  learned  to  ex- 
pect the  modest  raises  of  4<7c 
or  so  that  are  now  so  commonplace. 
But  at  Hughes  Electronics  Corp.. 
there's  more:  bonuses  of  up  to  89c  of 
annual  salaries  for  employees  in  divi- 
sions that  met  certain  financial  goals 
in  1995. 

Hughes  isn't  alone.  From  Wal- 
Mart  to  Pizza  Hut  to 
Deere,  companies  are 
jumping  on  the  pay-for- 
performance  bandwagon 
for  the  rank  and  file.  IBM 
will  increase  workers'  pay 
an  average  of      in  1996, 
partly  the  result  of  incen- 
tives tied  to  divisions' 
performance.  In  1995. 
nearly  50*7  of  all  the  com- 
panies in  a  survey  by 
Towers  Pen-in  had  cob- 
bled together  some  form 
of  variable-pay  plan  for 
nonexecutives — nearly 
double  the  share  that  did 
so  four  years  ago.  An 
additional  26^  said  they 
were  considering  such 
plans.  And  a  survey  by  human 
resources  consultants  Hewitt  Asso- 
ciates found  that  companies  budget- 
ed an  average  7.6*7  of  payroll  for 
results-sharing  awards  in  1995 — up 
from  5.9^  in  1993. 
easy  ADJUSTMENT.  Sounds  good, 
right?  But  for  employees,  the  plans 
are  a  decidedly  mixed  bag.  Often,  the 
more  money  that  goes  to  results- 
sharing  bonuses,  the  less  there  is  for 
old-fashioned  merit  raises  throughout 
the  company.  Indeed,  some  20^  of 
the  businesses  surveyed  by  Towers 
Penin  either  reduced  future  merit- 
pay  increases  or  froze  base  pay  as 
they  implemented  pay-for-perfor- 
mance  programs.  An  employee  in 
Hughes's  radar-systems  division, 
which  has  been  a  mediocre  performer, 
calls  his  company's  incentive-pay  plan 
"a  point  of  terrific  divisiveness." 

For  Corporate  America,  incen- 
tive-pay plans  for  rank-and-file 
employees  are  an  easy  way  to  adjust 
labor  expenses  during  economic  ups 
and  downs.  Moreover,  done  right, 
pay-for-performance  plans  can  cre- 
ate double-digit  productivity  gains, 
savs  Haiff  R.  Nalbantian.  a  consul- 


tant with  benefits  specialist  William 
M.  Mercer  Inc. 

The  programs,  though,  can  back- 
fire. Just  look  what  happened  at 
Fleet  Financial  Group  Inc..  which 
ended  its  program  in  1995.  As  part 
of  a  two-year  cost-cutting  effort, 
management  at  the  Providence  bank 
had  created  a  bonus  pool  tied  to  the 
company's  ratio  of  expenses  to  rev- 


enues and  its  stock  price.  Th6 
costs  were  cut  and  the  higher 
stock  rose,  the  more  employees 
were  supposed  to  gain.  But  when 
Fleet's  stock  price  remained 
depressed  even  after  the  cost  cuts, 
workers  got  the  minimum  payout — 
averaging  S615  per  employee.  "Con- 
sidering the  blood,  sweat,  and  tears 
that  went  into  getting  the  bonus,  it 
turned  out  to  be  meaningless."  says 
one  former  Fleet  executive.  A  Fleet 
spokesman  says:  "We  think  it  was  a 
successful,  well  designed  program. 
Employees  received  a  meaningful 
payment." 

Fleet  enraged 
employees,  though, 
because  Chairman 
Terrence  Murray 
and  other  top  man- 
agers received  big 
yearend  bonuses 
that  weren't  tied  to 
the  same  measure- 
ments. "We  were 
being  asked  to  make 
sacrifices,  but  they 
didn't  do  the  same." 
savs  Harrison  F. 


SHARING  MORE 
RESULTS 


PAY-FOR-PERFORMANCE 
PROGRAMS  AS  A  PERCENT  OF 
CORPORATE  PAYROLL  SPENOINS 

(SALARIED  EMPLOYEES! 

 i  


Hazard,  a  former  lending  officer. 

Other  companies  have  erred  by 
creating  programs  that  inadvertently 
reward  the  wrong  behavior.  Sears. 
Roebuck  &  Co.,  for  instance,  stum- 
bled in  1992  when  it  paid  commis- 
sions to  its  auto-shop  employees  that 
were  pegged  to  the  size  of  repair 
bills.  The  result:  overbilled  cus- 
tomers, charges  for  work  never  done, 
and  a  scandal  that  tar- 
nished Sears'  reputation. 

Some  well-designed 
plans  have  had  the 
desired  effect.  Eight 
times  last  year.  Continen- 
tal Airlines  Inc.  employ- 
ees earned  $65  apiece 
when  the  airline  ranked 
in  the  top  half  of  the 
Transportation  Dept.'s 
monthly  on-time  ratings 
for  the  industry.  When 
Continental  took  the 
No.  1  spot  in  December, 
the  airline  upped  the 
bonus  to  S100  per  work- 
er. This  year,  it  raised  the 
goal:  Employees  won't 
get  a  bonus  unless  Conti- 
nental ranks  in  the  top  three.  The 
incentive  seems  tiny,  especially  with 
workers  making  as  much  as  20^ 
less  than  their  industry  peers.  But 
Bob  Wilson,  head  of  the  pilots' 
union,  calls  it  "a  big  morale  builder." 

The  question  now  for  Continental 
and  other  companies  is  how  to  raise 
the  bar  without  alienating  their 
workers.  "The  kind  of  trust  that 
would  be  needed  to  have  these 
[pay  plans]  function  long-term 
probably  doesn't  exist  in  a  lot  of 
companies."  says  Todd  R.  Zenger, 
an  associate  professor  of  organiza- 
tion and  strategy  at 
Washington  Uni- 
versity's business 
school.  That's  why, 
despite  some  suc- 
cesses, pay-for-per- 
formance plans 
aren't  guaranteed 
to  pay  off. 

By  Wendy  Zellner 
in  Dallas,  with  Eric 
Sch  ine  in  Los  Ange- 
les. Geoffrey  Smith 
in  Boston,  and 
bureau  reports 
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rHE  PRESIDENCY 


IT  DOESN'T  LOOK  LIKE 
A  CAKEWALK  FOR  CLINTON 

\s  Dole  solidifies  his  support,  the  President  may  be  vulnerable 
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For  weeks,  White  House  pols  were 
cackling  with  delight  at  the  specta- 
cle of  Republican  candidates  cam- 
>aigning  with  all  the  dignity  of  The 
Jong  Show  contestants.  President  Clin- 
on,  they  figured,  could  only  benefit.  But 
vith  Bob  Dole's  eight-state  primary  slam 
lunk  on  Mar.  5,  the  smirks 
vanished.  Though  the  Pres- 
dent  holds  a  big  lead  in 
he  polls  over  likely  nominee  Dole — and 
he  Kansan's  party  is  deeply  divided  on 
ritical  issues— Clinton's  political  advisers 
bresee  a  tough  reelection  duel  this  fall. 

Given  the  pummeling  Dole  has  taken 
rom  his  GOP  rivals  (page  36),  the  con- 
'entional  Beltway  wisdom  is  that  Clin- 


Whitewater 
seems  to 
confirm  the 
feeling  of  many 
voters  that 
Clinton  lacks 
the  moral  fiber 
to  be  President 


on  will  be  a  prohibitive  favorite  for 
nother  term.  Dole  strikes  even  his 
lepubliean  backers  as  a  plodding  cam- 
paigner with  other  sizable  negatives 
working  against  him.  The  gop's  reform 
genda  is  stalled  in  Congress,  and  he  is 
ften  accused  of  having  no  agenda  of  his 
wn.  The  economy,  meanwhile,  is  in  its 
ifth  year  of  expansion,  three  of  them 
mder  Clinton,  with  few  forecasters 
xpecting  a  recession  this  year. 
IIGHTMARES  AHEAD.  Forget  eonven- 
ional  wisdom.  In  reality,  Clinton  is  far 
rom  a  shoo-in.  "There  are  a  lot  of 
lightmares  ahead,"  admits  a  senior 
Vhite  House  official.  A  Feb.  23-25 
iallup  Poll  of  1,002  adults  showed  the 
'resident  beating  Dole  56%  to  40%,  but 
ther  surveys  spotlight  a  chronic  Clinton 
weakness:  Voters  continue  to  have 
jave  doubts  about  his  leadership.  A 
peb.  22-29  Harris  Poll  of  1,005  adults 
ound  that  the  President's  negative  rat- 


ing has  been  rising  steadily,  to  53%, 
from  48%  in  November.  Says  Harris 
ceo  Humphrey  Taylor:  "No  President 
with  a  negative  rating  just  before  an 
election  has  ever  been  reelected." 

The  Republicans  think  they  know 
why  Clinton  lags  in  voter  esteem.  "The 
character  issue  is  his 
biggest  problem,"  says 
Republican  moral  crusad- 
er William  J.  Bennett.  "He's  guilty  of 
political  infidelity — making  promises 
and  then  breaking  them."  And  the  GOP 
is  planning  to  drive  that  point  home 
from  now  until  Election  Day.  The 
Republican  National  Committee  has  a 
vault  full  of  videotapes  showing  Clinton 
flip-flopping  on  issues 
from  balancing  the  bud- 
get to  reforming  wel- 
fare to  cutting  middle- 
class  taxes.  Armed  with 
a  $60  million  war  chest, 
the  rnc  will  offset  Dole's 
campaign  cash  shortage 
with  an  anti-Clinton 
advertising  blitz. 

Thanks    to  some 
serendipitous  timing, 
the  Republicans  may  get 
help  from  a  new  book        f    ,  Q± 
that  reveals  embarrass-  otatUlC 
ing  details  about  Bill  •  ^^^J^^, 
and  Hillary  Rodham  IH  SpaCieS 

Clinton's  Arkansas  busi-  

ness  deals.  The  splashy 
Mar.  15  release  of  Blood  Sport:  The 
President  and  His  Adversaries,  by 
Pulitzer  Prize  winner  James  B.  Stew- 
art, will  give  new  punch  to  Hill  Repub- 
licans' long-running  probe  into  the 
Whitewater  affair.  More  ominous  for 
the  White  House,  Whitewater  special 
prosecutor  Kenneth  W.  Starr  is  tight- 
ening the  legal  noose  around  many  of 
the  Clintons'  former  associates. 

Whitewater  matters  because  it 
seems  to  confirm  voters'  sense  that 
Clinton  lacks  moral  fiber.  By  contrast, 
the  72-year-old  Dole  may  lack  energy 
and  vision,  but  stature  he's  got  in 
spades.  "One  reason  you  vote  for  Pres- 
ident is  that  you  see  him  as  your 
father,"  says  Michigan  pollster  Ed  Sar- 
polus.  "Clinton  is  not  seen  as  the  total 
person  you  want  your  son  to  be." 

When  trouble  looms,  Presidents  fall 
back  on  taking  credit  for  a  strong 
economy.  But  with  growth  slowing  and 


worker  anxiety  surging,  Clinton  can't 
crow  too  much  this  year.  Experts  sug- 
gest that  economic  insecurity  is  one 
reason  for  the  recent  dip  in  the  Presi- 
dent's approval  rating.  Pollster  Stanley 
B.  Greenberg,  a  top  adviser  to  Hill 
Democrats,  warns  that  Clinton  could 
have  trouble  wooing  back  workers 
under  50  who  don't  have  a  college  edu- 
cation. Clinton  did  well  with  this  group 
in  1992,  but  they  voted  Republican  in 
1994.  Now,  fewer  than  10%-  of  them 
think  Democrats  understand  their  eco- 
nomic concerns,  Greenberg  says. 
LIST  OF  DOUBTS.  The  electoral  map  may 
work  against  Clinton,  too.  Sunbelt  states 
with  the  fastest  growth — such  as  Texas 
and  Florida — are  polling  as  Republican. 
Of  the  270  electoral  votes  needed  to  win, 
Clinton  has  97  comfortably  in  his  corner 
vs.  130  for  Dole,  according  to  the  latest 
estimate  by  Cook  &  Co.,  nonpartisan  po- 
litical analysts.  Even  if  the  GOP  concedes 
California's  54  electoral  votes,  Clinton 
must  pull  an  inside  straight  in  the  in- 
dustrial heartland.  He  won  these  states  in 
'92,  but  his  top  aides  are  worried  about 


At  72,  Dole 
may  lack 
energy  and  a 
vision.  But  as 
a  seasoned 
warrior,  he's 


losing  Ohio,  Illinois,  and  Michigan. 

Foreign  policy  woes  are  another 
potential  Clinton  pitfall.  In  recent 
weeks,  the  President  has  had  to  con- 
tend with  crises  in  Cuba  and  Israel  and 
with  renewed  Irish  Republican  Army 
bombings.  What's  more,  Clinton's 
deployment  of  troops  to  Bosnia  could 
yet  turn  bloody.  And  Dole  could  capi- 
talize on  any  overseas  crisis  by  remind- 
ing voters  of  his  military  experience. 

Quite  a  list  of  doubts  for  Clinton  & 
Co.  to  grapple  with.  Clinton  is  the  odds- 
on  favorite  for  now.  And  were  the  elec- 
tion to  hinge  on  his  issues — devotion  to 
education,  the  environment,  and  pro- 
tecting seniors — he  likely  would  win  in 
November.  But  there's  far  more  to  it 
than  that.  That's  why  Clinton's  aides 
are  taking  Dole  a  lot  more  seriously 
than  the  capital  pundits  are. 

By  Susan  B.  Garland,  with  Stan 
Crock,  in  Washington 
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RENEGADE 

Even  if 


tain  the  interr 
damage  inflicted 
the  presumpti 
Buchanan-Oil  nominee,  whc 

Wi     .  Buchanan  derides 

(Wring  a       "Beltway  Bob,  be 
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»  ,1     ,  ness  Roundtabh 

Atlanta—  Buchanan  issu 

doesn't  bolt    such  as  the  Prc 
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THE  PRIMARIES 


BUCHANAN  WON'T  GO  GENTLY 
INTO  THE  POLITICAL  NIGHT 

His  crusade  could  bedevil  the  Republicans  into  November 


Pat  Buchanan's  populist  bandwagon 
seems  to  have  skidded  off  the  cam- 
paign trail  well  shy  of  the  August 
Republican  convention.  Ambushed  in 
Arizona  and  crushed  in  South  Carolina, 
Buchanan  was  shut  out  by  Bob  Dole  in 
contests  on  Mar.  5  from  New  England 
to  Georgia.  With  the  field  dwindling  and 
Buchanan  unlikely  to  find 
Southern  comfort  in  the 
Mar.  12  Super  Tuesday  pri- 
maries, Dole  now  seems  headed  for  the 
gop  nomination. 

Still,  this  is  no  time  for  the  senator 
from  Kansas  to  relax.  Steve  Forbes, 
whose  lagging  campaign  won  a  Mar.  6 
endorsement  from  former  Bush  Cabinet 
member  and  Representative  Jack  F. 
Kemp,  will  continue  to  push  his  supply- 
side  agenda,  including  a  flat  tax. 
Buchanan,  though  battered,  shows  no 
signs  of  going  quietly  either.  His  cru- 
sade to  steer  the  gop  toward  economic 
nationalism  and  hard-line  opposition  to 
abortion  could  bedevil  the  party  all  the 
way  to  the  November  general  election. 
Buchanan  has  also  threatened  to 
'iii  the  gop  for  an  independent  run  if  it 
.  '  an  abortion-rights  backer  for 
■3  resident.  For  Republicans,  such 
it  is  cause  for  deep  concern.  "If 
i  nan  does  that,  he  would  get 
h  votes  to  destroy  the  Republi- 
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cans'  chances"  against  Clinton,  says 
Cornell  University  political  scientist 
Theodore  J.  Lowi. 

The  effects  of  a  conservative  third 
party  could  be  far-reaching.  Buchanan's 
fiercely  independent  coalition  of  social 
conservatives,  blue-collar  populists, 
and  Perotista  reformers  could  form  the 
core  of  a  potent  "third 
force"  that  lures  anxious 
workers  and  struggling 
entrepreneurs  away  from  the  Republi- 
can party.  "There  is  a  potential  realign- 
ment of  American  politics  that  would 
unite  [white-collar]  employees  of  Cor- 
porate America,  small  and  midsize 
businessmen,  and  blue-collar  workers," 
says  Kevin  L.  Kearns,  president  of  the 
U.S.  Business  &  Industrial  Council. 

Even  if  Buchanan  remains  a  Repub- 
lican, his  movement  is  giving  renewed 
momentum  to  fellow  populist  Ross 
Perot.  The  Texas  billionaire  is  busily 
getting  his  Reform  Party  on  state  bal- 
lots, and  he  hasn't  shut  the  door  on  a 
second  race  for  President.  Either  can- 
didate would  find  a  sizable  pool  of 
receptive  voters:  A  Feb.  22-29  Harris 
Poll  of  1,005  adults  found  that  18%  of 
voters  say  they  won't  supprt  either 
Dole  or  President  Clinton. 

Before  they  worry  about  third  par- 
ties, though,  gop  pros  must  first  con- 


troops  may 


workers  and  proti 
tionism  make  Est; 
lishment  Repub 
cans  extremely  uncomfortable,  sa 
Kearns.  "They  may  pay  some  lip  s< 
vice  to  the  plight  of  these  voters.  B 
with  the  big  corporations  footing  t 
bill,  their  economic  policies  preve 
them  from  doing  anything  about  it. 
DOLE'S  DILEMMA.  Dole  strategists  i 
trying  to  find  ways  to  appropri; 
Buchanan's  appeal  to  economic  ang 
without  embracing  his  protectionism 
business-bashing  rhetoric.  Among  t 
ideas:  stressing  how  a  Dole  tax  c 
would  provide  more  cash  for  midd 
class  voters  and  linking  government  r< 
ulation  to  job  cuts.  To  lure  Forbes  v 
ers,  Dole  has  been  talking  more  abc 
some  sort  of  flat  tax  and  the  stimulati 
effect  of  tax  cuts  on  the  economy. 

Still,  even  if  Dole  can  qu< 
Buchananites'  economic  anxieties, 
faces  potentially  wrenching  problei 
on  the  issue  of  abortion.  In  addition 
an  anti-choice  Vice-Presider 
Buchanan  is  demanding  that  the  par 
resist  any  weakening  of  its  aborti 
platform.  Dole  can't  afford  to  aliens 
vehement  abortion  opponents — but 
he  appears  to  be  capitulating 
Buchanan,  he  could  drive  away  pi 
choice  moderates. 

Republican  leaders  still  ho 
Buchanan  will  fall  back  into  line.  r 
brigades  might  not  follow  his  orde: 
though.  "Even  if  Pat  stays  within  t 
Republican  Party,  you  have  this  dise 
franchised  bloc  of  voters  that's  wa 
dering  around  the  desert  seeking  t 
promised  land,"  says  David  Rucker 
Associated  Conservatives  of  Texas, 
group  of  hard-line  activists.  "Th 
remember  the  vicious  personal  attac 
on  Pat  Buchanan,  and  they're  not  a  su 
bet  to  go  to  Bob  Dole." 

It  will  take  all  of  Dole's  vaunted  de 
making  skills  to  entice  t! 
Buchananites.  But  he  has  little  choi< 
Unless  he  manages  to  bring  most 
Pat's  pals  into  the  gop  big  tent,  I 
string  of  March  victories  could 
small  consolation  in  November. 

By  Richard  S.  Dunha 
in  Washingti 
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By  James  C.  Cooper 

THE  BUDGET  BUNGLE  WILL  COST  AMERICA  DEARLY 


Somewhere  between  the 
partisan  bickering  that 
caused  shutdown  II  in 
January  and  Pat  Buchanan's 
fear-mongering  in  February, 
Washington  flubbed  a  golden 
opportunity  to  enhance  the 
economy's  near-term  outlook 
and  solidify  its  long-term  fu- 
ture as  the  world's  most  com- 
petitive economy.  The  failure 
of  Congress  and  the  White 
House  to  reach  an  agreement 
on  balancing  the  budget  is 
more  than  just  another  sad 
comment  on  Washington's  in- 
eptitude. It's  adding  to  the 
risk  of  a  recession. 

Never  mind  that  the  U.S. 
government  it-  halfway  into  fis- 
cal 1996  and  still  without  a 
budget,  or  that  on  Mar.  15, 
Congress  once  again  must  vote 
to  increase  the  debt  ceiling  so 
that  the  U.S.  Treasury  will  not 
default  on  its  ious.  The  real 
problem  is  the  lost  opportunity 
to  finally  fix  the  deficit.  Back  in 
November,  Federal  Reserve 
Chairman  Alan  Greenspan  is- 
sued this  stern  warning:  "If  for 
some  unforeseen  reason,  the 
political  process  fails,  and  agreement 
is  not  reached,  it  would  signal  that 
the  U.S.  is  not  capable  of  putting  its 
fiscal  house  in  order,  with  serious  ad- 
verse consequences  for  financial  mar- 
kets and  economic  growth."  How 
could  such  a  blunt  message  have  fall- 
en on  deaf  ears? 

BULL  MARKET  DANGER.  The  cost  of 
Washington's  pigheadedness  now  is 
coming  due.  Even  though  the  econo- 
my is  fragile,  long-term  interest 
rates  are  rising,  partly  because  Wall 
Street  is  coming  to  believe  that  a 
once-serious  effort  to  eliminate  the 
deficit  is  now  dead.  And  investors  in 
long-term  U.S.  securities  are  once 
again  demanding  a  premium  to  cov- 
er the  potential  inflationary  conse- 
quences of  the  government's  fiscal 
irresponsibility.  If  there  were  a 
credible  budget  deal  on  the  horizon, 
we  could  expect  bond  yields  on  the 


CAPITOL  FREEZE:  It's  time  to  break  the  ice 


order  of  5.5%.  Instead,  yields  on  30- 
year  Treasuries,  which  had  dropped 
below  6%  in  January,  are  now  back 
up  to  6.4%.  Fixed  mortgage  rates 
have  jumped,  and  the  number  of 
mortgage  applications  is  falling. 

Back  in  December,  forecasts  of  a 
second-half  pickup  this  year  were 
predicated  on  a  budget  deal  that 
would  cut  long-term  rates  and  give 
the  Fed  added  leeway  to  trim  short 
rates.  But  in  the  absence  of  a  bud- 
get compromise,  chances  for  a  truly 
solid  rebound  probably  are  gone. 
That  could  hurt  corporate  earnings 
and  even  imperil  the  bull  market  in 
equities. 

The  deficit  issue  is  not  just  pie-in- 
the-sky  rhetoric  about  America's  fu- 
ture. High  interest  rates  rob  the 
economy  of  jobs.  They  cut  into 
demand,  and  they  make  private-sec- 
tor investment,  so  crucial  to  U.S. 


competitiveness,  more  costly. 
Workers  need  assistance,  with 
corporations  making  wrench- 
ing adjustments  to  compete  in 
a  global  economy  and  to  bring 
new  technologies  online.  But 
the  deficit's  drain  on  national 
savings  limits  government's 
ability  to  invest  in  human  cap- 
ital and  give  many  workers 
the  skills  and  training  they 
need  to  make  the  transition. 
That  affects  future  wages  and 
U.S.  living  standards. 
CORROSIVE  EFFECTS.  Washing- 
ton dropped  the  ball  on  this 
issue  because  no  one  has  fo- 
cused on  the  human  cost  of  ig- 
noring the  deficit's  corrosive 
effects.  That's  also  a  short- 
coming of  every  Presidential 
hopeful  in  the  current  crop. 
Unfortunately,  the  deficit  is 
one  issue  in  which  political 
considerations  seem  destined 
to  overtake  common  sense. 
Deep  down,  too  many  Demo- 
crats still  believe  that  we  can 
tax  and  spend  our  way  to 
prosperity — just  as  many 
Republicans  think  that  we 
have  to  slash  taxes  and  dis- 
mantle the  Federal  government  to 
get  there. 

Pat  Buchanan  is  trying  hard  to 
scare  the  bejesus  out  of  the  middle 
class,  and  his  lock-and-load  rhetoric 
on  immigration,  foreign  trade,  and 
jobs  plays  well  as  sound  bites.  But 
if  you  want  a  fact  that's  really 
worth  worrying  about,  consider 
this:  If  mainstream  Republicans  and 
Democrats  don't  get  back  on  the 
deficit-cutting  track,  their  failure 
will  result  in  very  real  costs  to 
Americans,  both  near  term  and  in 
the  future.  If  the  economy  falls  into 
recession  during  the  coming  months, 
this  will  be  the  first  time  in  a  long 
while  that  Washington's  bungling  of 
fiscal  policy  will  share  a  big  part  of 
the  blame. 

Senior  Economist  Cooper  is  editor 
of  the  Business  Outlook  column. 


Rates  are  rising  partly  because  Wall  Street  lost  faith  in 
the  deficit-cutters.  That  raises  the  odds  for  recession 
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BLOWING  THE  DOORS  OFF 
FORD  AND  GM 

Strong  sales  and  fat  margins  make  Chrysler  the  envy  of  Detroit 


Chrysler  Chairman  Robert  J.  Eaton 
is  on  a  roll.  His  battle  with  dis- 
gruntled investor  Kirk  Kerkorian 
behind  him,  Eaton  can  devote  his  full 
attention  to  keeping  Chrysler  hitting 
on  all  cylinders.  And  he  may  not  have 
to  do  much  tinkering.  Chrysler  Corp. 
has  few  costly  model  changeovers  to 
make  this  year,  and  its  trademark 
minivans  and  Jeeps  are  selling  briskly. 
Eaton  figures  the  company's  record 
207,000  unit  sales  in  February  bode  well 
for  1996.  "It's  going  to  be  a  very  good 
year  for  us,"  says  Eaton.  Indeed,  ana- 
lysts think  Chrysler  may  come  close  to 
matching  1994's  record  $3.7  billion  in 
earnings. 

Chrysler's  cheery  outlook  is  in 
marked  contrast  to  the  darker  moods 
at  Ford  Motor  Co.  and  General  Motors 
Corp.  Ford,  continuing  to  stinggle  with 
bloated  product-development  costs,  said 
in  late  February  that  it  plans  to  pare 
back  its  engineering  ranks  by  21%  dur- 
ing the  next  two  years,  mostly  by  elim- 
inating outside  contractors.  GM  faces  the 
launch  of  a  half-dozen  new  vehicles  in 
ilu  next  12  months,  which  could  cut 
into  its  productivity  and  profits.  Chrys- 
er,  meanwhile,  came  out  with  a  new 

i  of  minivans  last  year  and  has  just 
pened  a  new  120,000  unit  pickup-truck 
t  in  St.  Louis.  The  company  has 
bolstered  its  car  lineup  by  putting  in 


place  strategic  additions  such  as  the 
Plymouth  Breeze  compact  and  Chrysler 
Sebring  convertible. 

Not  that  there  aren't  hurdles  ahead. 
gm  is  introducing  a  new  minivan  later 
this  year  that  could  steal  some  of 
Chrysler's  47%  market  share  in  the  seg- 
ment. A  rush  of  new  Japanese  sport- 
utility  vehicles  could  put  pressure  on 
Chrysler's  Wrangler  and  Cherokee  mod- 
els, and  Chrysler's  Neon  subcompact 
faces  stiff  competition  from  redesigned 
Honda  Civics  and  Ford  Escorts. 
Chrysler's  trucks  now  rank  above  aver- 
age in  J.  D.  Power  quality  surveys,  but 
many  of  its  cars  continue  to  have  a  bad 
reputation.  "It's  almost  like  two  com- 
panies, and  the  chal- 
lenge is  to  upgrade  the 
cars,"  says  independent 
auto  analyst  Scott 
Merlis. 

Still,  even  Chrysler 
executives  were  wide- 
eyed  when  the  compa- 
ny's truck  sales  surged 
ahead  30%  in  Febru- 
ary vs.  the  same 
month  a  year  ago — 
and  car  sales  unexpect- 
edly increased  l(i . 
"We  picked  up  market 
share  across  the 
board,"  savs  Chrysler 


CHRYSLER  RAKES  IT  IN 

NET  PROFIT  MARGINS 
■  10.1995  ■  1Q  1996  ESTIMATE 


RAGTOP:  The  Sebring  JXi  shoul 
bolster  Chrysler's  '96  lineup 

sales  chief  James  P.  Holden.  "I 
hope  is  that  we  can  sustain  it." 

Chrysler's  truck  lineup  is  its  1 
edge — that  is,  until  another  ener 
crisis  hits.  Trucks  accounted  i 
70%  of  first-quarter  products 
New  minivans  posted  sales  gai 
of  35%  and  the  Dodge  Ram  pick 
57%  vs.  the  year-earlier  perh 
High-profit  Jeep  Grand  Cherok* 
also  sold  robustly.  That's  one  reas 
Chrysler  generates  more  th 
$18,000  in  revenue  per  vehic 
$2,000  more  than  Ford  and  G 
"Chrysler  continues  to  beat  t 
socks  off  Ford  and  GM  because  th 
have  products  that  the  upscale  ci 
tomer  wants,"  says  Merlis. 
With  a  lower  cost  base  than  its  riv? 
Chrysler  is  enjoying  higher  margii 
Salomon  Brothers  Inc.  estimates  Chi' 
ler  will  earn  $892  million  on  revenues 
$13.9  billion  in  the  first  quarter,  foi 
6.4%  net  margin.  That  compares  w 
4.4%  at  gm  and  1.7%  at  Ford  (chai 
Chrysler's  stock,  which  has  been  tradi 
at  about  $57  recently,  could  hit  $75  tl 
year,  says  Lehman  Brothers  Inc.  anal; 
Joseph  Phillippi. 

HOT  PRODUCTS.  The  strong  outlook  j 
1996  played  a  part  in  Chrysler's  Feb 
truce  with  Kerkorian.  the  auto  make 
largest  shareholder,  who  agreed  not 
increase  his  14%  Chrysler  stake  for  fi 
years.  Kerkorian  backed  off  on  a  pro 
fight  to  put  top  aide  Jerome  B.  Yc 
on  Chrysler's  board  partly  because  in; 
tutional  investors  enthusiastically  si 
ported  Chrysler's  management  and 
game  plan.  Says  Eaton:  "People  want 
to  see  a  fight,  but  I  don't  think  ther 
any  question  that  it's  all  over." 

Now,  the  main  challenge  is  to  sj 
out  some  more  hot  new  products.  Tl 
fall,  the  midsize  Dodge  Dakota  pick 
gets  a  redesign  to  make  it  look  mc 
like  the  highly  succe: 
fu!  Rams.  Models  i 
1998  will  include  a 
new  versions  of  t 
company's  lh  seda 
and  a  new  sport-ut 
ity  for  the  Dod 
brand.  Eaton  promis 
vigilant  attention 
manufacturing  to  i; 
prove  quality.  Ev 
with  the  momenti; 
going  their  way.  Eat 
&  Co.  don't  want 
rest  on  their  laurels. 

By  Bill  Vlasic 
Auburn  Hills,  Mich. 
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COMMENTARY 

By  Christopher  Farrell 

THE  NEW  MATH  OF  HIGHER  EDUCATION 


Ah,  that  college 
sheepskin:  Turn- 
of-  the-century 
philosopher  William 
James  called  a  college 
education  "the  yeast- 
cake  for  democracy's 
dough."  In  the  decades 
following  World  War 
II,  higher  education 
became  the  much-en- 
vied engine  of  the 
U.  S.  economy  by 
advancing  knowledge, 
creating  human  capital, 
and  stoking  upward 
mobility. 

Lately,  though,  the 
price  tag  for  a  college 
degree  has  gene 
through  the  roof.  Since 
1980,  average  tuition 
at  all  four-year  colleg- 
es has  soared  by  more 
than  86%,  after  adjust- 
ing for  inflation.  The 
yearly  cost  of  college 
now  absorbs  about  25%  of  median 
family  income,  vs.  17%  in  1980.  Dur- 
ing the  next  few  weeks,  as  parents 
and  their  children  await  missives 
from  university  admissions  offices, 
more  and  more  will  be  asking:  Is  a 
college  degree  still  a  worthwhile 
investment? 

BIG  GAP.  By  several  measures,  the 
answer  is  yes.  Today,  some  of  the 
most  sought-after  employees  are 
those  comfortable  working  with  com- 
puters and  telecommunications  equip- 
ment— and,  too,  those  able  to  work 
in  teams  and  to  communicate  effec- 
tively. To  many  employers,  that 
means  college-educated  folks.  In 
1979,  male  full-time  workers  25  and 
older  with  at  least  a  bachelor's  de- 
gree earned,  on  average,  49%  more  a 
year  than  comparable  high  school 
grads;  by  1993,  the  gap  had  widened 
to  89%.  Says  Thomas  G.  Mortenson, 
publisher  of  the  Postsecondary  Edu- 
cation Opportunity  newsletter: 
"About  the  only  thing  more  expen- 
sive than  going  to  college  is  not  go- 
ing to  college." 

Little  wonder  college  enrollment 
has  jumped  by  a  third  since  1980. 
Americans  recognize  that,  in  an 
increasingly  tight  labor  market,  a 
college  diploma  represents  a  ticket  to 
relative  economic  security.  "We're 


"About  the  only  thing  more 
expensive  than  going  to  college  is 
not  going  to  college" 


producing  more  college  graduates 
than  before,  and  the  payoff  still  re- 
mains strong,"  says  Thomas  J.  Kane, 
an  economist  at  Harvard's  Kennedy 
School  of  Government  who  is  on 
leave  at  the  Administration's  Council 
of  Economic  Advisers. 

Look  at  it  another  way.  The  latest 
Economic  Report  of  the  President 
pegs  average  educational  costs  and 
forgone  earnings  at  $22,200  a  year  at 
four-year  institutions.  Economic  re- 
search assigns  about  75%  of  the 
wage  gap  be- 
tween college- 
and  high  school- 
educated  male 
workers  to  school- 
ing. Assuming  that 
the  cuirent  wage 
gap  persists  be- 
tween those  work- 
ers, that  puts  the 
rate  of  return  on 
four  years  of  college 
at  about  11% — beat- 
ing most  financial 
instruments  over  the 
long  haul.  And  this 
return  is  before  tak- 
ing into  account  the 
intangible  benefits  of 
a  higher  education, 
such  as  making  better 
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citizens  and  smarter 
consumers. 

Economists  are  less 
certain  whether 
investment  returns 
hold  up  for  the  na- 
tion's more  expensive 
schools,  where  annual 
costs  run  at  least  50% 
higher.  What  matters 
more  than  a  top 
school,  some  research 
suggests,  are  good 
grades  and  the  right 
major.  In  1993,  for 
example,  median  earn- 
ings for  male  mid- 
career  workers  who 
majored  in  engineer- 
ing exceeded  median 
earnings  of  those  who 
majored  in  philosophy, 
religion,  and  theology 
by  two-thirds,  accord- 
ing to  Bureau  of  La- 
bor Statistics  econo- 
mist Daniel  E. 
Hecker.  A  software  engineer  from  a 
state  school  stands  to  make  more 
than  an  Ivy  League  philosopher. 
valuable  asset.  Still,  rivalry  for 
entrance  at  top-tier  institutions  re- 
mains fierce.  "A  lot  of  people  think 
it's  well  worth  the  extra  cost,"  says 
Michael  S.  McPherson,  economist  at 
Williams  College.  "The  market  is  tell- 
ing us  that  the  education  is  valued." 
Top-notch  educational  credentials 
bring  valuable  social  networks,  job- 
market  status,  and  an  entree  into 
lucrative  professions 
such  as  investment 
banking.  At  least, 
that's  what  many 
Americans  perceive. 
Thankfully,  the  cost  of 
going  to  college  isn't 
rising  as  fast  as  it  did 
for  many  years.  And 
students  are  negotiating 
bigger  discounts  than 
ever.  In  our  emerging 
knowledge  economy, 
even  at  a  high  price, 
higher  education 
clearly  pays.  Those 
without  it  are  the 
ones  losing  ground. 


Fan-ell  writes  on 
economics. 
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COMPUTERS 

COMPAQ  STARTS 
A  PC  BRAWL 

Its  sales  have  taken  a  hit,  but 
price-cutting  could  backfire 

Eckhard  Pfeiffer  isn't 
backing  down.  In 
1994,  Compaq  Com- 
puter Corp.'s  chief  execu- 
tive laid  out  a  strategy 
to  grab  twice  the  mar- 
ket share  of  his  nearest 
rival  PC  maker  by  2000. 
Since  then,  Pfeiffer  has 
expanded  the  computer 
company's  revenues  at 
twice  the  industry's  rate. 
In  its  December  quarter, 
Compaq  posted  an 
astounding  45%  revenue 
jump,  to  $4.7  billion. 

So  when  Compaq's  PFEIFFER:  Can  new  servers 
corporate  PC  sales  and  and  PCs  win  the  price  war? 
margins  took  an  unex- 
pected  hit  in  February,  Pfeiffer 
stepped  on  the  gas.  On  Mar.  4,  he 
chopped  PC  prices  by  as  much  as  21%. 
The  idea:  Use  lower  prices  and  heavi- 
er dealer  incentives  to  reach  for  35% 
revenue  growth — margins  be  damned. 
The  move  stunned  Wall  Street,  which 
drove  down  Compaq  shares  by  18%,  to 
around  $40.  Analysts,  meanwhile, 
began  slashing  earnings  forecasts  for 
1996,  from  about  $4.80  per  share  to 
$4.20.  Compaq's  pricing  move  prompt- 
ed competitors,  including  Hewlett- 
Packard,  Digital  Equipment,  and  IBM, 
to  follow  suit — some  of  them  with 
cuts  of  nearly  30%. 
RESTLESS  DEALERS.  Underlying  Pfeif- 
fer's  moves  are  some  little-noticed 
shifts  in  the  PC  industry  that  could 
make  the  strategy  even  riskier  than  it 
seems.  Businesses  increasingly  are  buy- 
ing low-priced  home  PCs  for  their  offic- 
es, and  that  threatens  the  margins  of 
Compaq  and  other 
companies  that  spe- 
cialize in  sophisticat- 
ed  machines.  The 
worry  for  PC  compa- 
nies: that  the  25%  to 
38%  gross  margins 
typical  of  business 
and  network 
servers     will  fall 
r    the  scant 
I  '      margins  of 
!,cs  as  price 
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wars  spread  from  the  home  to  the  busi- 
ness market. 

The  risk  is  real  because  many  corpo- 
rate PC  dealers  are  demanding  the 
right  to  sell  home  computers  to  busi- 
nesses. Home  pes  now  are  available 
mainly  through  mass  merchandisers; 
corporate  dealers  are  usually  prohibit- 
ed by  contract  from  selling  them.  But 
that  may  change  soon.  Says  MicroAge 
ceo  Jeffrey  McKeever:  "There's  too 
much  pressure  to  do  it; 
as  soon  as  one  breaks 
ranks,  the  others  will." 

Pfeiffer's  second  big 
worry:  hp,  IBM,  and  oth- 
er major  rivals  are  tar- 
geting Compaq's  hugely 
profitable  business  sell- 
ing servers — machines 
that  connect  desktop 
PCs  to  networks.  Serv- 
ers account  for  about 
half  of  Compaq's  profits 
(chart).  And  Intel  Corp. 
is  giving  a  boost  to 
Compaq's  rivals  by  sell- 
ing designs  and  proces- 
sor boards  that  allow 
"  any  computer  maker  to 
build  high-end  servers,  using  off-the- 
shelf  disks  and  software. 

Compaq  is  feeling  the  heat,  hp  and 
IBM  already  are  nipping  into  Compaq's 
server  market  share.  Starting  in  June, 
those  rivals,  as  well  as  Dell  Computer 
Corp.,  plan  to  offer  servers  using  Intel 
boards.  Such  pressure  is  one  reason  that 
in  1995's  fourth  quarter,  Compaq's  share 
of  the  server  market  fell  to  33%,  from 
39%  in  the  third  quarter,  estimates 
researcher  International  Data  Corp. 
Promises  IBM  Personal  Computer  Co. 
Group  Executive  Robert  M.  Stephenson: 
"That  isn't  going  to  let  up.  I'm  going 
after  that  market  with  a  vengeance." 

Pfeiffer's  counterstrategy:  make  Com- 
paq's corporate  PCs  and  servers  less  vul- 
nerable to  price  wars  by  rushing  out 
new  models.  On  Mar.  4,  Compaq  intro- 
duced a  new  line  of  speedier  business 
PCs.  Later  this  year,  it  will  bring  out  new 
corporate  machines  with  features  such 
as  a  network  man- 
agement system  built 
in.  It's  a  typically 
forceful  response. 
The  question  now:  Is 
Pfeiffer's  precarious 
game  plan  good 
enough  to  keep  the 
company  on  track? 

By  Gary  McWil- 
liams  in  Houston, 
with  Ira  Sager  in 
New  York 
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THE  PRESS 


A  LANDMARK 
VICTORY 

Freedom  to  publish  is  firmly 
upheld  by  an  appeals  court 

There  was  nothing  ambiguous  ab( 
this  ruling.  On  Mar.  5,  the  U. 
Court  of  Appeals  for  the  Sixth  C 
cuit  sharply  rebuked  U.  S.  District  Coi 
Judge  John  Feikens  for  barri 
business  week  last  September  from  pi 
lishing  a  story  based  on  sealed  doi 
ments  from  a  suit  between  Procter 
Gamble  Co.  and  Bankers  Trust  Co. 
also  criticized  his  decision  to  hold  a  he 
ing  to  discover  how  business  week  h 
obtained  the  documents. 

Feikens,  the  court  found,  "engag[< 
in  a  practice  that,  under  all  but  the  mi 
exceptional  circumstances,  violates  t 
Constitution:  preventing  a  news  orgs 
ization  from  publishing  information  in 
possession  on  a  matter  of  public  cc 
cern."  The  lower  court's  handling  of  t 
case  even  was  described  as  "ludicrou 
At  the  center  of  the  battle  was  t 
First  Amendment  and  the  concept 
prior  restraii 
Courts  long  ha 
ruled  that  01 
rarely  can  a  ne 
organization 
prevented  fr< 
publishing.  T 
lower  court's  va 
ous  orders  ch 
lenged  that  lej 
precedent.  "\ 
couldn't  let  that  stand,"  says  Stephen 
Shepard,  editor-in-chief. 

In  its  ruling,  the  appeals  court  al 
found  fault  with  the  lower  court's  wi 
ingness  to  allow  p&g  and  Bankers 
place  documents  under  seal  at  whi 
"The  parties  were  allowed  to  adjudica 
their  own  case  based  upon  their  o^ 
self-interest,"  the  court  ruled.  Coui 
"cannot  abdicate  [their]  responsibility 
oversee  the  discovery  process." 

The  story  wound  up  on  busine 
week's  cover  in  October,  once  Feike 
unsealed  the  disputed  documents.  N 
everyone  found  it  a  good  read,  thouj 
Circuit  Judge  Boyce  F.  Martin  Jr.  wrc 
in  a  concurring  opinion  that  he  was  "al 
loss  as  to  why  business  week  felt  tl 
information  was  so  newsworthy."  Tha 
the  point:  It's  the  media's  job  to  decii 
what  to  publish — not  the  court's. 

By  Elizabeth  Lesly  in  New  Yo 
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ENVIRONMENT 


FROM  SILENT  SPRING 
TO  BARREN  SPRING? 

A  new  book  says  pesticides  may  threaten  human  reproduction 


After  a  pesticide  accidentally  spilled 
into  Florida's  Lake  Apopka,  alliga- 
tors were  born  with  half-size 
penises.  In  the  laboratory,  rats  given 
ddt  developed  striking  abnormalities  of 
their  genitalia.  Male  fish  and  birds  ex- 
posed to  pesticides  in  the  Great  Lakes 
became  unable  to  reproduce. 

These  disquieting  findings  are  the 
subject  of  a  controversial  new  book  that 
could  become  the  biggest  scientific  and 
public-relations  bombshell  to  hit  the 
chemical  industry  since  Rachel  L.  Car- 
son's 1962  classic.  Silent  Spring.  In  Our 
Stolen  Future:  How  We  Are  Threaten- 
ing Oar  Fertility,  Intelligence  &  Survi- 
val— a  Scientific  Detective  Story,  au- 
thors Theo  Colborn  of  the  World 
Wildlife  Fund,  Dianne  Dumanoski  of 
The  Boston  Globe,  and  John  Peterson 
Myers  of  the  W.  Alton  Jones  Foundation 
for  the  first  time  summarize  the  poten- 
tial dangers  of  "endocrine  disrupters," 
chemicals  that  interfere  with  reproduc- 
tive hormones.  The  book  is  backed  by 
some  heavy  hitters:  Vice-President  Al 
Gore  wrote  the  preface;  environmental 
flack  David  Fenton,  who  in  1989  stirred 
up  a  frenzy  over  the  use  of  Alar  on  ap- 
ples, is  handling  its  PR. 

Behind  Our  Stolen  Future  is  the 
realization  that  DDT,  PCBs, 
and  hundreds  of  other  chemicals 


can  mimic  estrogen  and  testosterone. 
In  so  doing,  they  can  disrupt  the 
endocrine  system,  which  regulates 
reproduction. 

The  big  question  is  whether  the  chem- 
icals in  question  are  causing  disturbing 
reproductive  problems  now  being  seen  in 
humans:  an  apparent  drop  of  as  much 
as  50%  in  sperm  counts  during  the  past 
few  decades,  a  30%  rise  in  breast  cancer 
(partly  due  to  better  diagnosis),  and  in 
some  areas  a  tripling  in  the  rates  of  tes- 
ticular cancer.  The  book's  authors  say 
the  evidence  is  growing  that  pesticides 
play  a  role  in  the  increases.  "Some  of 
the  human  epidemiologic  re- 
search that's  coming  out  would 
suggest  that  we  are  at  levels 
right  now  where  we  could  ex 
pect  effects,"  says  Colborn. 

The  scientific  community 


BOMBSHELL 


The  chemicals 
may  be  linked 
to  lower 
sperm  counts, 
infertility,  and  cancer 


DANGEROUS  FALLOUT?  New  fears  an 
accelerating  EPA  research 

is  heeding  the  warning.  The  Envirc 
mental  Protection  Agency  has  expar 
ed  research  on  endocrine  disrupte 
fearing  they  could  become  "a  very  se 
ous  problem,"  says  Robert  J.  Hugge 
the  head  of  epa's  research  office.  Befc 
he  joined  the  epa,  Huggett,  a  mari 
chemist,  studied  an  antifouling  age 
for  ships'  hulls — tributyl  tin — which  I 
dramatic  side  effects.  "It  changed  t 
sex  of  some  species  of  oysters  a 
changed  the  whole  shape  of  the  oyste 
he  says. 

DISPUTED  DATA.  Also  worrisome  is  t 
chemicals'  multiplier  effect,  says  La 
rence  W.  Reiter,  director  of  an  epa  lab 
atoiy  in  Research  Triangle  Park,  N. 
"The  body  is  exquisitely  sensitive  to  thf 
hoiTnones,"  he  says.  "If  you  have  an  en 
ronmental  chemical  which  interferes  w 
those  hormones  at  very  small  levels 
exposure,  the  possibility  of  producing  £ 
verse  effects  is  amplified." 

Aware  of  the  concerns,  the  Chemii 
Industry  Institute  of  Toxicology, 
company-backed  research  group,  h 
moved  10%  of  its  research  budget  in 
the  study  of  endocrine  disrupte] 
"There  is  sufficient  information,  albi 
some  of  it  fairly  weak,  that  does  w£ 
rant  detailed  and  rigorous  investig 
tion,"  says  Paul  Foster,  the  instituti 
director  of  endocrine  toxicology. 

Still,  the  industry  worries  that  the  n 
dia  will  exaggerate  the  risks.  The  Che 
ical  Manufacturers  Assn.  has  prepared 
point-by-point  rebuttal  of  what  it  sa 
are  uncertainties  and  errors  in  Our  S\ 
len  Future.  "We  view  this  book  as  raisi 
a  theory,"  says  cma  official  Sandra  Tin 
"There  appears  to  be  a  fair  amount 
disagreement  in  the  scientific  commun 
about  the  interpretation  of  the  data." 

Researchers  say  it  will  take  thr 
to  five  years  to  assess  the  magnitude 
the  threat.  If  the  risk  is  confirmed,  t 
chemical  industry  could  fa 
a  serious  challenge.  "This 
raising  an  issue  that  is  like 
to  stir  up  the  public,"  sa 
Reiter.  "It  has  some  fund 
mental  implications  in  terr 
of  reproduction  and  develo 
ment.  That  strikes  home  with 
lot  of  people." 

In  Silent  Spring,  Carson  wc 
ried  about  the  disappearance 
birds.  Now  the  issue  is  the  pc 
sible  disappearance  of  our  ov 
unconceived  offspring  and  the  fe 
that  the  latest  endangered  speci 
could  be  us. 

By  Paul  Raebtirn  in  New  Ya 
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Franklin  Tax-Free  Income  Funds 


Protect  Your 
Investment 
Earnings  From 
Taxation. 


Are  raxes  taking  a  toll  on  your  investment  earnings?  You 
can  help  protect  those  earnings  in  a  Franklin  tax-free  fund. 

Franklin  offers  a  selection  of  42  tax-free  funds.  Many 
pay  dividends  exempt  from  both  regular  federal  and  state 
personal  income  taxes,  so  you  may  be  eligible  for  double 
tax  savings.'''  Franklin's  tax-free  funds  offer: 

♦  Monthly  Tax-Free  Income 

♦  Professional  Portfolio  Management 

♦  The  Potential  For  Tax-Free  Compounding 

By  investing  in  a  portfolio  of  tax-free  municipal  secu- 
rities, you  can  continue  to  work  toward  your  financial 
goals  while  supporting  economic  growth  in  America.'' 
The  funds  invest  in  securities  issued  to  finance  state  and 
local  government  operations  which  can  include  projects 
such  as  housing,  highways,  schools  and  hospitals.  This 
can  help  create  jobs  and  improve  the  standards  of  living  in 
communities  everywhere. 

Call  your  investment  representative  or  Franklin  today 
for  a  free  brochure  on  the  tax-free  fund  for  your  state. 


fFor  investors  subject  to  federal  or  state  alternative  minimum  tax,  all  or  a  portion  of  these  dividends  may 
be  subject  to  such  tax,  depending  on  the  fund  Distributions  of  capital  gams  and  of  ordinary  income  from 
accrued  market  discount,  if  any,  are  generally  taxable. 

ff  Investing  in  a  Franklin  tax-free  fund  does  not  guarantee  that  your  financial  goals  will  be  met 
Franklin  Fempleton  Distributors,  Inc. 


: 


Call  1-800- 
342-FUND 
Ext.  1212 


Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

I 

lyt/'j/  I  would  like  a  free  prospectus  i 
containing  more  complete  information  on  the  I 
Franklin  tax-free  income  fund  for  my  state,  1 
including  sales  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send  money 

am  currently  a  Franklin  shareholder.  s 


Na 


Addr 


City 


Si. id 


i 

I 

I    Zip  Cod 


F  R  A  Nj  K<  I IJ  Nj 


A  Member  of  the  $135  Billion  Franklin  Templeton  Group 
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TWO  BREWERS  HIT  THE  ALTAR 


For  more  than  a  decade, 
the  beer  buzz  said  that 
Detroit-based  Stroh  Brew 
ery  wanted  to  buy  G. 
Heileman  Brewing, 
the  Wisconsin 
maker  of  Old 
Style  and  Pink 
Champale. 
Stroh  ceo  Wil- 
liam Henry  had 
watched  this 
prize  change 
hands  three  times 
since  joining  the  company 
in  1981.  Henry  slaked  his 
thirst  on  Feb.  29  by  agree- 
ing to  buy  Heileman  for 
close  to  $300  million. 

The  deal  gives  No.  4 
Stroh  more  than  9%  of  the 
beer  market.  But  hold  the 
toasts:  Both  Stroh  and 
Heileman  saw  volume 
decline  in  1995.  Henry  fig- 


ures the  two  brewers  are  a 
good  fit,  and  he  may  be 
able  to  cut  some  overlap. 
A  former  Ford  bean 
counter,  Henry  has 
been  adding  fizz 
to  Stroh's  per- 
formance since 
he  became 
president  in 
1991.  Stroh 
ships  beer  all 
over  the  world, 
and  at  home,  where 
young  drinkers  favor  pri- 
cey microbrews,  Stroh 
brews  ale  under  contract 
for  the  likes  of  Samuel 
Adams.  Stroh's  own  brands 
are  in  the  so-called  subpre- 
mium  segment,  where 
profits  are  just  that.  Now, 
Henry  has  some  new 
brews  he  can  play  with. 

By  Kathleen  Kerwin 


REACH  OUT  AND 
JUMP  A  CLAIM 

CROSSED  WIRES  ARE  TAKING 

on  a  whole  new  meaning. 
Now  that  the  regulatory 
floodgates  have  opened,  tele- 
com companies  are  tripping 
over  each  other-  in  their  rush 
to  enter  each  others'  mar- 
kets. Consider  the  moves 
this  week:  at&t  completed 
filings  to  offer  local  telephone 
service  in  all  50  states  and 
hopes  to  start  handling  local 
calls  in  some  regions  by  this 
summer,  gte  began  offering 
long-distance  service  for  the 
first  time  to  its  local  calling 
customers  in  Michigan  and 
Minnesota.  BellSouth  an- 
nounced plans  to  offer  local 
service  in  those  parts  of 
Florida  now  controlled  by 
Sprint.  And  Pacific  Telesis 


CLOSING  BELL 


IN  FAT  CITY 

Neurogen  crossed  a  major 
threshold  on  Mar.  4  when  it 
began  clinical  trials  of  its 
anti-obesity  drug.  Under  a 
deal  with  Pfizer,  Neurogen 
will  test  NGD95-1  on  healthy 
but  obese  men  and  women. 
NGD95-1,  one  of  several  anti- 
obesity  drugs  in  develop- 
ment, blocks  a  brain  trans- 
mitter that  stimulates 
appetite.  The  industry  sees  a 
$3  billion  market  for  anti- 
obesity  treatments,  and  Neu- 
rogen's  stock  reflects  that 
rosy  view:  its  shares  rose 
$2.25,  to  $34,  on  news  of  the 
trials,  then  slipped  $1.25  on 
Mar.  5  as  traders  took  profits. 


MAR.  5 

BLOOMBERG  FINANCIAL  MARKETS 


filed  with  state  regulators  to 
offer  long-distance  calling  in 
California,  the  first  of  the 
Baby  Bells  to  seek  to  offer 
long-distance  service  in  its 
own  region.  To  quote  Bette 
Davis,  "Fasten  your  seat- 
belts.  It's  going  to  be  a 
bumpy  night." 

RJR  BUYS  SOME 
RELIEF  FROM  LeBOW 

TAKE    THAT!     RJR  NABISCO 

finally  lobbed  a  hand  grenade 
at  its  nemesis,  activist  share- 
holder Bennett  LeBow.  On 
Mar.  5,  the  company  boosted 
its  dividend  by  23%,  to  $1.85, 
higher  than  expected,  and 
adopted  a  program  to  repur- 
chase 10  million  shares  during 
the  next  several  years,  with 
$100  million  allocated  for  1996. 
Analysts  say  the  RJR  moves 
will  hurt  LeBow's  chances  of 
winning  the  proxy  battle  slat- 
ed for  the  annual  meeting  on 
Apr.  17,  where  shareholders 
will  choose  between  the  in- 
cumbent board  of  directors 
and  one  led  by  LeBow. 

A  SALE 

AT  SAKS?  

JUST  LIKE  PLATFORM  SHOES, 
those  old  mmors  have  a  way 
of  coming  back.  Retailing  and 
Wall  Street  sources  say  that 
Bahrain-based  Investcorp  is 
preparing  to  sell  a  stake  in 
Saks  Fifth  Avenue  to  the 
public.  Investcorp  bought  the 
upscale  retailer  in  1990  for 
a  cool  $1.6  billion.  Wall 
Street  has  been  expecting  a 
partial  sale,  especially  since 
Investcorp  made  big  money 
selling  a  slice  of  Gucci  Group 
in  1995.  Saks'  lackluster  per- 
formance long  made  a  deal 
impossible.  But  after  store 
closings  and  refurbishings, 
things  are  looking  up.  Says 
Henry  Jackson,  a  principal 
at  Peter  J.  Solomon:  "I  think 
it  will  be  a  very  successful 
offering."  Neither  Investcorp 
nor  Saks  Fifth  Avenue  will 
comment. 


CHINA  NABS  A  FEW 
SOFTWARE  PIRATES 

IN  A  BID  TO  STAVE  OFF  MORE 

than  1  billion  in  possible  U.  S. 
sanctions,  Beijing  is  vowing 
to  close  up  to  six  plants  that 
have  been  churning  out  pirat- 
ed copies  of  American  com- 
pact discs.  Authorities  arrest- 
ed 50  people  at  the  plants  and 
say  some  could  face  lengthy 
jail  terms.  But  the  pledge  is 
unlikely  to  mollify  U.S.  offi- 
cials, who  have  heard  such 
promises  before.  U.  S.  Trade 
Representative  Mickey  Kan- 
tor  has  threatened  to  slap  pu- 
nitive duties  on  Chinese  goods 
if  Beijing  fails  to  curb  piracy 
of  American  software,  music 
recordings,  books,  and  movies. 

MOBIL  GETS  MOBILE 
DOWN  UNDER  

LUCIO  NOTO  IS  A  BUSY  MAN. 

The  57-year-old  Mobil  Oil 
chief  executive,  who  took 


over  in  March,  1994,  cut  ai 
nual  operating  costs  by  $3( 
million  in  1995.  And  Mobil 
Feb.  29  deal  to  combine  son 
European  operations  wit 
British  Petroleum  shoul 
save  another  $150  millioi 
But  with  natural-gas  produ 
tion  declining  at  one  of  tl 
company's  big  fields,  Mob 
must  step  up  other  explon 
tion  activity.  That's  why  c 
Feb.  13,  Mobil  bid  $1.1  bi 
lion  to  buy  Australia's  An 
polex.  That  company  hasn 
yet  formally  responded. 

ETCETERA... 

■  Daniel  Akerson,  forme 
head  of  General  Instrumen 
joined  Nextel  as  ceo. 

■  Hercules  ceo  Tom  Gossag 
quit  Grace's  board  after  hi 
friendly  bid  was  rebuffed. 

■  Piper  Jaffray  was  fine 
$1.9  million  for  inadequat 
disclosures  on  fund  risks. 

■  The  Washington  Post  say 
at&t  is  talking  deals  wit 
aol  and  others. 
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HOTELS-  RESORTS  ■  SUITES 


Harriott 


ADMIT  IT,  YOU  HAVE  TO  BE  PRETTY  WELL 
BUILT  TO  CARRY  2  MILLION  PEOPLE. 


With  over  two  million  on  the  road,  the  Camry  is  probably  as  close  as  anyone  has  ever  come  to 
building  a  perpetual  motion  machine* 

In  fact,  Automobile  Magazine  called  Camry  "The  Best  Car  Built  in  America."**  You'll  no  doubt 
agree  the  very  moment  you  have  a  seat  in  its  ergonomic  interior.  In  addition  to  its  solid, 
elegant  feel,  the  Camry  is  confidently  quiet.  This  effect,  achieved  through  advanced  engineer- 
ing, is  just  one  reason  that  Camry  has  become  the  industry  benchmark,  the  Gold  Standard  by 

which  all  midsize  sedans  are  judged. 

And  yet,  while  it  runs  like  a  clock,  Camry's  styling  is  virtually  timeless.  A  styling  so  classic, 

in  fact,  over  two  million  people  have  been  moved  by  it.  TOYOTA  CAMRY 

I  love  what  you  do  for  me 


Call  1-800-G0-T0Y0TA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer. 

©1995  Toyota  Motor  Sales.  U.S.A..  Inc.  Buckle  Up1  Do  it  tor  those  who  love  you  'There  are  over  2  million  Camrys  currently  in  operation  R  L  Polk.  1994  "Camry  XLE  V6/Best  car  built 

in  America  Automobile  Msgazme.  March  1993  Most  Camrys  are  built  in  America 
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IE  NEW  REPUBLICAN  MOTTO: 
HAKE  DEALS,  NOT  WAR 


I year  ago,  fresh  from  their  stunning  capture  of  Congress, 
Republicans  were  taking  no  prisoners  as  they  ruthlessly 
pushed  their  Contract  With  America.  Now,  the  shell- 
ocked  GOP  is  regrouping  for  one  last  charge  up  the  legisla- 
te Hill.  Today's  rallying  cry:  Compromise! 
Big  tax  cuts  are  out.  So  is  any  hope  of  balancing  the  bud- 
it  by  2002.  Radical  regulatory  overhaul  has  been  dropped, 
d  Medicare  reform  is  barely  alive.  Many  Republicans  will 
ttle  for  a  pale  imitation  of  last  year's  revolutionary  plan. 
)b  Dole  needs  legislative  victories,  now  that  he  appears  to 
heading  for  a  November  showdown  with  President  Clinton, 
id  House  Republicans  are  eager  for  a 
w  wins  to  inoculate  themselves 
ainst  charges  that  they  can't  deliver, 
'hey  need  to  get  some  points  on  the 
ard,"  says  one  business  ally. 
IRDEN.  With  deficit-hawk  Dole  pro- 
ding  the  push,  the  GOP  still  has  a 
ance  to  pass  watered-down  welfare, 
jal,  and  regulatory  reforms  plus  small 
st  savings  in  Medicaid  and  Medicare, 
^publicans  seem  ready  to  cut  a  quick 
al  with  Clinton  on  a  fiscal  1996  spend- 
g  bill  that  will  keep  the  government 
nning  through  Oct.  1. 

The  burden  for  pulling  together  the  tattered  Republican 
enda  now  passes  to  Dole,  who  needs  to  burnish  his  can-do 
lage  for  election  day.  With  House  Speaker  Newt  Gingrich 
,-Ga.)  turning  over  day-to-day  leadership  of  his  troops  to 
utenants,  it  will  be  up  to  Dole  to  unite  bickering  Republi- 
ns.  Hard-liners  want  to  force  Clinton  to  veto  an  aggressive 
.ckage  of  tax  and  spending  cuts  they  would  attach  to  a  bill 
tending  Treasury  borrowing  authority  beyond  mid-March, 
it  party  pragmatists — with  tacit  support  from  Gingrich — say 
ey  can't  risk  taking  the  blame  for  another  government  cri- 
s.  "We  want  a  bill  Clinton  can  sign,"  says  one  House  GOP 
idership  aide. 


CAPITAL  WRAPUP 


DOLE  AND  GINGRICH:  Softer-  speech 


Cutting  a  budget  deal  may  be  the  biggest  hurdle.  The 
White  House — egged  on  by  House  Democrats — has  been 
stalling,  since  voters  seem  more  focused  on  economic  angst 
than  budget  balancing.  Still,  Clinton  would  love  to  boast  in 
November  that  he  cut  the  deficit,  reduced  middle-class  taxes, 
and  reformed  welfare,  so  common  ground  may  be  found. 
HOT  BUTTON.  One  approach,  pushed  by  Senate  Budget  Com- 
mittee Chairman  Pete  V.  Domenici  (R-N.M.),  would  save 
$350  billion  in  entitlement  spending  by  2002  but  postpone  tax 
cuts  until  a  balanced  budget  is  adopted.  An  alternative  would 
have  Congress  vote  on  separate  bills,  say,  welfare  reform, 
then  Medicaid.  If  Clinton  and  the  GOP 
can  agree  on  anything,  it  is  probably 
welfare  reform,  which  has  broad  bipar- 
tisan support.  Medicaid  will  be  much 
tougher,  although  the  GOP  could  win 
modest  concessions  if  it  agrees  to  keep 
the  program  a  federal  entitlement. 

As  for  Medicare,  Domenici  and  Sen- 
ate Finance  Committee  Chairman 
William  V.  Roth  Jr.  (R-Del.)  are  looking 
for  some  $150  billion  in  savings  through 
2002  to  postpone  insolvency.  But  if  Clin- 
ton keeps  stonewalling,  House  Ways  & 
~  Means  Chairman  Bill  Archer  (R-Tex.) 
would  rather  drop  the  politically  hot  issue  for  this  year. 

Archer  still  wants  a  tax  cut  of  $100  billion  built  around  a 
temporary  $500-per-child  tax  credit  and  a  cut  in  capital-gains 
rates,  but  tax  relief  is  a  nonstarter  in  the  Senate.  Republicans 
may  have  a  better  shot  at  modest  changes  in  the  regulatory 
process  and  a  bare-bones  product  liability  bill.  But  much 
more  than  cosmetic  changes  there  could  be  veto  bait. 

For  now,  Republicans'  grand  plans  for  shaking  up  Wash- 
ington are  on  hold.  The  revolutionaries  of  1995  have  come  to 
realize  that,  this  year  at  least,  a  bit  of  middle-of-the-road  re- 
form is  the  best  they  can  get. 

By  Howard  Gleckman 


PRIMARY  CALENDAR  FLIP-FLOP     CYBERSCH00L  FOR  CONGRESS     HILLARY'S  "FRIEND"— AND  FOE 


►  After  compressing  the  '96  primary 
schedule  to  speed  the  Presidential 
lomination  process,  both  parties  want 
;o  stretch  out  the  vote  in  2000.  Why? 
With  most  primaries  over  before 
<Vpril,  voters  don't  have  time  to  learn 
ibout  the  candidates.  Republican  Na- 
tional Committee  Chairman  Haley 
Sarbour  says  he  and  his  Democratic 
iounterpart,  Senator  Christopher  J. 
Dodd  (D-Conn.),  agree  to  study  re- 
?orms.  One  possibility:  holding  pri- 
naries  in  different  regions  monthly. 


►  Representative  Rick  White  (R- 
Wash.),  whose  district  includes  Mi- 
crosoft Corp.  headquarters,  is  setting 
up  a  bipartisan  Internet  caucus  on  the 
Hill  to  shape  future  cyberspace  legis- 
lation. He  got  the  idea  after  Congress 
passed  a  telecom-reform  bill  on  Feb.  1 
with  a  provision  calling  for  a  crack- 
down on  cyberporn.  White  believes 
the  measure  was  enacted  hastily  by 
computer-illiterate  lawmakers  and 
could  unintentionally  crimp  the 
growth  of  the  online  industry. 


►  Senator  Lauch  Faircloth  (R-N.  C.) 
may  try  to  block  Washington  lawyer 
Brooksley  E.  Born  from  chairing  the 
Commodity  Futures  Trading  Commis- 
sion. He  charges  that  Born,  top  White 
House  pick  for  the  post,  is  a  friend  of 
Hillary  Rodham  Clinton  and  might  be 
cool  to  probes  of  her  commodities 
trading,  which  netted  $100,000  on  a 
$1,000  investment.  Born's  backers  say 
her  only  tie  to  Mrs.  Clinton  was  in  the 
1980s,  when  both  served  on  an  Ameri- 
can Bar  Assn.  panel. 
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International  Business 


CHINA 


ESCALATING 

THE  WAR  OF  NERVES 


China's  latest  moves  are 
intended  to  put  maximum 
pressure  on  Taiwan-and 
business  is  paying  the  price 

With  their  first  democratic  pres- 
idential elections  slated  for 
Mar.  23,  most  Taiwanese  knew 
China  would  hold  military  ma- 
neuvers near  Taiwan  before  the  polls. 
Beijing  has  made  no  secret  of  its  plans 
to  discourage  voters  from  casting  a  bal- 
lot for  President  Lee  Teng-hui.  Since 
his  trip  to  the  U.  S.  last  June,  Chinese 
leaders  have  vociferously  accused  Lee  of 
abandoning  the  goal  of  reunification  with 
China,  instead  pushing  to  make  the 
prosperous  island  forever  independent. 

Even  so,  China's  Mar.  5  announce- 
ment sent  tremors  through  the  21  mil- 
lioi  residents  of  Taiwan.  The  reason: 
For  an  entire  week,  the  People's  Liber- 
ation Army  will  be  launching  surface- 
to-surface  guided  missiles  that  could 
land  as  near  as  20  miles  from  Taiwan. 


"It's  just  so  close,"  laments  one  Taipei 
resident. 

The  new  exercises,  backed  up  with 
land  maneuvers  by  150,000  troops,  are 
Beijing's  way  of  sending  a  message  that 
it  can  bring  Taiwan  to  its  knees  without 
firing  a  shot.  For  the  week  of  the  exer- 
cises, air  traffic  and  shipping  to  and 
from  Taiwan  will  be  disrupted.  The  is- 
land's two  major  ports,  Kaohsiung  and 
Keelung,  will  be  brought  to  near  stand- 
stills as  the  tests  impose  an  effective 
blockade  on  vital  sea  connections  to  the 
rest  of  the  world.  And  Beijing  is  making- 
it  clear  that  it  can  take  even  more  dis- 
ruptive actions  in  the  future.  "China  is 
waging  economic  war,"  says  John  W. 
Nelson,  investment  strategist  at  Jar- 
dine  Fleming  Taiwan  Securities  Ltd. 

The  response  from  Washington  was 
decidedly  low-key.  The  State  Dept.  sum- 
moned the  Chinese  ambassador  to 
protest  the  moves.  But  reflecting  the 
Administration's  goal  of  keeping  the 
temperature  as  low  as  possible,  Presi- 
dent Clinton  was  silent.  So  was  Senate 
Majority  Leader  Bob  Dole. 


One  reason  for  the  caution  is  tha 
many  seasoned  China-watchers  don' 
think  Beijing  wants  to  turn  its  eco 
nomic  war  into  a  real  one.  Instead 
they  say  China's  latest  moves  are  par 
of  a  script  designed  to  put  maximun 
pressure  on  Lee's  government  in  th< 
runup  to  the  election.  For  instance,  th< 
Chinese  want  Lee  to  stop  his  campaigi 
to  win  international  recognition  and  ad 
mission  to  the  U.  N.  and  the  Work 
Trade  Organization.  It  also  wants  Le< 
to  lift  the  ban  on  direct  shipping  an( 
air  traffic  between  Taiwan  and  th< 
mainland. 

MISSILE  DIPLOMACY.  Even  if  Beijinj 
doesn't  want  a  shooting  war,  however 
many  people  are  worrying  about  wha 
can  happen  once  the  missiles  start  fly 
ing.  While  Taiwan's  Defense  Ministry 
says  the  M-ciass  missiles  to  be  fired 
China  are  accurate  enough  to  avoid  : 
mishap,  Taiwanese  Defense  Ministei 
Chiang  Chung-ling  warned  that  Taiwan's 
military  would  respond  if  China's  mis 
siles  violated  the  island's  territorial  wa 
ters.  China  has  already  demonstratec 
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"If  a  missile 
goes  offline 
and  lands  in 
downtown  Taipei, 

W'i'M  k;'*mvx 

what  is  going  to 

happen  next?" 
frets  one  Western 
diplomat 


CHINESE  TROOPS  ON 
MANEUVERS  LAST  NOVEMBER 
AND  TAIWANESE  JETS  AT 
THEIR  BASE  IN  TAICHUNG 


MM 

at  its  missile-related  technology  can  go 
vry  with  disastrous  results:  A  rocket 
unched  in  Sichuan  province  last  month 
rrying  a  communications  satellite  ex- 
oded,  killing  six  people.  "If  a  missile 
>es  off  line  and  lands  in  downtown 
dpei,  who  knows  what  is  going  to  hap- 
in  next?"  frets  a  Beijing-based  West- 
n  diplomat. 
The  war  talk  is  scar- 
g  Taiwan's  business 
mmunity — both  local 
id  foreign.  Heightened 
nsions  are  calling  into 
lestion  the  close  eco- 
>mic  ties  China  and 
liwan  have  forged 
nee  the  late  1980s. 
)me  20,000  Taiwanese 
ive  invested  over  $25 
llion  in  the  mainland, 
hich  now  rivals  the 
.  S.  as  the  largest  mar- 
»t  for  Taiwanese  ex- 
>rts.  Moreover,  the 
ilitary  manuevers  are 
lpairing  Taiwan's  abil- 
Y  to  conduct  normal 
isiness  activities.  "If 
>u  have  instability  or 
ren  war,  how  can  you 
)  business?"  asks  a  worried  Morris 
hang,  chairman  of  $1  billion  Taiwan 
imiconductor  Manufacturing  Co.  "Our 
irvival  is  at  stake." 
The  jitters  also  are  taking  a  toll  on 
nfidence  among  ordinary  Taiwanese, 
any  are  delaying  purchases  of  big- 
:-ket  items  like  autos.  After  Beijing's 
inouncement  of  the  latest  tests,  some 


PRESIDENT  LEE:  Will  Chinese 
threats  win  him  votes? 


Taiwanese  started  lining  up  at  banks 
to  convert  their  money  into  foreign  cur- 
rencies. Taiwan  has  suffered  some  $10 
billion  in  capital  flight  since  the  mili- 
tary maneuvers  first  started  eight 
months  ago,  much  of  it  flowing  into 
banks  in  California.  "China  is  out  to 
prove  Western  commentators  wrong 
who  say  it  doesn't  have  the  ability  to 
really  hurt  Taiwan," 
says  the  Western  diplo- 
mat in  Beijing. 

Because  China  be- 
lieves its  saber-rattling 
works,  it's  unlikely  that 
the  crisis  will  be  de- 
fused until  after  the 
Taiwan  elections.  Bei- 
jing is  convinced  that 
maneuvers  held  last  De- 
cember before  Taiwan's 
legislative  elections 
helped  cut  support  for 
Lee's  ruling  Kuomin- 
tang  (kmt)  and  Taiwan's 
largest  opposition  par- 
ty, the  Democratic  Pro- 
gressive Party  (dpp). 
Unlike  the  kmt,  the  dpp 
openly  advocates  out- 
right  independence  from 
China.  "One  purpose  of  the  military  ex- 
ercises is  to  see  the  dpp's  influence  fall," 
says  Li  Jiaquan,  a  research  fellow  at 
the  Institute  of  Taiwan  Studies  at  the 
Chinese  Academy  of  Social  Sciences  in 
Beijing.  "This  will  allow  Taiwan  to 
move  closer  to  China." 

Beijing  also  wants  to  hurt  support 
for  Lee,  whom  it  has  branded  "sinner  of 


the  millennium"  for  push- 
ing policies  that  it  says  are 
pro-independence.  But  Lee 
is  hanging  tough.  He  now 
paints  himself  as  the  sole 
candidate  who  can  stand 
up  to  Beijing.  That  reso- 
nates with  many  Taiwa- 
nese voters,  who  think 
that  the  world  should  rec- 
ognize their  achievements 
in  building  a  prosperous 
and  democratic  society.  "If 
they  keep  up  threats,  [Chi- 
na] will  help  win  votes  for 
Lee  Teng-hui,"  says  H.  H. 
Michael  Hsiao,  a  fellow  at 
Academia  Sinica,  a  re- 
search center  in  Taipei. 
COOLER  HEADS.  Despite 
fears  among  Taiwanese, 
some  foreign  analysts  are 
hoping  cooler  heads  will 
prevail.  China  has  made  it 
clear  that  it  wants  eco- 
nomic ties  to  continue 
growing.  As  it  did  before  earlier  mili- 
tary exercises,  Beijing  has  put  out  the 
word  that  Taiwanese  investments  in 
China  aren't  to  be  harmed.  Despite  the 
fall  in  Taiwan  stocks,  which  have 
dropped  17%  since  Lee's  U.  S.  visit  last 
summer,  international  banks  aren't  de- 
manding a  risk  premium  on  Taiwan  pa- 
per. "The  sophisticated  institutions  know 
the  score,"  notes  William  H.  Overholt, 
managing  director  of  Bankers  Trust  Co. 
in  Hong  Kong. 

One  key  in  the  confrontation  is  what 
percentage  of  the  votes  Lee  gets  in  the 
election.  He  desperately  wants  to  gain  a 
majority,  in  order  to  prove  that  he  has  a 
popular  mandate  for  his  policies.  Less 
than  50%  would  send  a  different  sig- 
nal. No  matter  how  large  the  win,  a 
Lee  victory  would  allow  him  to  present 
himself  as  the  first-ever  Chinese  leader 
to  be  chosen  by  the  people  in  a  demo- 
cratic vote — a  vivid  contrast  with  Chi- 
nese Communists  like  President  Jiang 
Zemin  and  Premier  Li  Peng. 

After  the  election,  Lee  may  make 
some  conciliatory  moves  to  Beijing,  such 
as  holding  high-level  talks  to  defuse  ten- 
sions. Beijing  will  be  watching  closely.  If 
China  doesn't  think  Lee  is  doing 
enough,  it  could  escalate  the  war  of 
nerves  even  further — perhaps  by 
launching  longer-range  missiles.  While 
they  await  the  outcome,  residents  in 
Taiwan  can  only  hope  this  drama  ends 
without  tragedy. 

By  Joyce  Barnathan  and  Margaret 
Dawson  in  Taipei,  Mark  Clifford  in 
Hong  Kong,  Dexter  Roberts  in  Beijing, 
and  Stan  Crock  in  Washington 
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THIS  TRADE  GAP 

AIN'T  WHAT  IT  USED  TO  BE 

U.S.  exports  to  Japan  are  up-but  pressure  alone  didn't  do  it 


MACS  OFF  THE  RACKS: 

Cash-back  incentives  have 
boosted  sa  les  of  the  PCs 

m 


At  electronics  megastore  Maruzen 
Musen  in  Tokyo's  bustling  Akiha- 
bara  district,  salesman  Wataru  Iri- 
fune  is  catching  his  breath.  Customers 
have  been  grabbing  Macintosh  personal 
computers  off  the  shelves  left  and  right, 
thanks  to  a  recent  cash-back  incentive 

scheme.  "As  soon  as   

the  stuff  came  in, 
boom,  it  was  gone," 
says  Irifune  of  the 
American-made  Macs. 

Brisk  sales  of  PCs 
are  just  one  sign  of  a 
U.  S.  export  surge 
that's  helping  to  nar- 
row America's  chronic 
merchandise  trade  def- 
icit with  Japan  (chart). 
After  four  years  of 
widening,  the  bilateral 
trade  gap  shrank  near- 
ly 10%  last  year,  to  $59 
billion.  The  improve- 
ment came  even  as  the 
U.  S.  global  goods  im- 
balance surged  to  a 
record  $174  billion.  And 
economists  expect  the 
U.  S.  deficit  with  Japan 
to  fall  further  in  1996. 

Clinton  Administra- 
tion officials  have  been 
quick  to  claim  credit 
for  the  good  news.  But 
persistent  trade  pres- 
sure from  Washington 
and  reluctant  market- 
opening  moves  by  To- 
kyo only  tell  part  of 
the  story.  A  confluence 
of  macroeconomic  forc- 
es and  structural  shifts 
may  be  fundamentally 
altering  the  bilateral 
trade  relationship. 
YEN  FACTOR.  For  starl 
ers,  slowing  U.  S.  eco- 
nomic growth  and  the  dollar's  1(5%  de- 
cline against  the  yen  over  the  past  three 
years  have  dampened  America's  appetite 
for  Japanese  goods.  Meanwhile,  the 
weaker  dollar,  coupled  with  Corporate 
America's  downsizing,  is  making  U.  S. 
goods  more  competitive,  just  as  Japan's 
momy  is  perking  up.  The  result:  U.S. 


exports  to  Japan  in  1995  jumped  20%, 
to  $64.3  billion — five  times  the  pace  of 
imports  from  Japan.  U.  S.-made  cars, 
semiconductors,  office  machinery,  and 
medical  equipment  all  posted  double- 
digit  gains. 

But  the  diminution  in  the  bilateral 

  trade  gap  is  also  a  bit  of  a 

mirage.  Pressured  by  the 
soaring  yen  and  U.  S.  trade 
friction,  Japanese  manufac- 


SLIMMING  JAPAN'S  TRADE 
SURPLUS  WITH  THE  U.S. 


▲  BILLIONS  Of  DOLLARS  EST. 

tiAIA  US  COMMERCE  OEPT ,  BUSINESS  WEEK  ESTIMATE 


turers  are  moving  more 
production  offshore  to 
countries  such  as  China 
and  Thailand.  As  a  re- 
sult, "part  of  the  trade 
deficit  is  being  redistrib- 
uted from  Japan  to  oth- 
er Asian  countries," 
says  Brian  R.  Horrigan, 
senior  economist  at 
Boston-based  Loomis, 
Sayles  &  Co. 

Just  how  much  isn't 
clear.  But  since  1991, 
America's  trade  gap 
with  China  and  South- 
east Asia  combined  has  swelled  from 
$32.3  billion  to  $59.3  billion  last  year. 
At  least  some  of  the  imports  are  from 
Japanese-owned  plants  manufacturing 
color  televisions  in  Malaysia,  for  exam- 
ple. Says  one  U.  S.  executive  in  Japan: 
"Japanese  products  are  still  coming,  but 
from  a  different  direction." 


Similarly,  the  U.  S.  export  boom  has 
been  triggered  in  part  by  the  expan 
sion  of  Japanese-owned  production  ii 
the  U.  S.  While  Administration  officials 
lauded  a  53%  jump  in  auto  exports  t< 
Japan  in  1995,  to  $3.2  billion,  virtually  al 
of  the  vehicles  were  made  at  U.  S.  facto 
ries  owned  by  Toyota,  Honda,  and  Mit 
subishi.  Big  Three  exports  to  Japai 
from  the  U.  S.  were  mostly  fiat  las' 
year.  Only  now  are  carmakers  rampinj 
up  major  exports  of  right-hand  driv< 
models  to  Japan. 

To  be  sure,  some  improvements  ar< 
due  to  jawboning  by  Washington.  A  199' 
U.  S.-Japan  accord  to  ease  curbs  on  for 
eign  medical  equipment  has  helped  Var 
ian  Associates,  a  Palo  Alto  medical  devic* 
maker,  double  its  sales  in  Japan,  to  $10( 
million,  since  1993.  The  President's  Coun 
cil  of  Economic  Advisers  also  found  tha 
in  sectors  that  were  th< 

yiMWrt!^'  f°cus  °f  trade  talks  h 
(mm^t  a  1993  and  1994,  such  ai 
telecommmucations,  ex 
ports  to  Japan  climbee 
more  than  50% — twic< 
as  fast  as  other  U.  S 
exports. 

Modest  market-open 
ing  moves  by  Tokyo  art 
helping,  too.  Loosening 
of  curbs  on  agricultura 
imports  has  made  sup 
plies  of  California  broc 
coli  and  other  product 
more  plentiful,  for  ex 
ample.  "The  Japanest 
market  is  a  lot  mor< 
open  today  than  it  was 
in  1970  or'  1980  or  ever 
1990,"  says  former  U.  S 
trade  negotiator  Clyde  V.  Prestowitz  Ji 
of  the  Economic  Strategy  Institute. 

Still,  government  policy  affects  trad* 
only  at  the  margins,  most  economist! 
believe.  Business  cycles,  exchange  rates 
and  investment  flows  largely  determin< 
the  trade  balance.  On  that  score,  th( 
outlook  is  for  continuing  improvement— 
albeit  modest.  The  slowing  U.  S.  econo- 
my will  dampen  imports,  while  Japan's 
recovery  should  suck  in  more  U.S.  ex 
ports.  More  Japanese  production  off- 
shore will  narrow  the  gap — but  at  th< 
price  of  higher  U.  S.  deficits  elsewhere 
Given  economic  fundamentals — and  the 
web  of  invisible  banners  to  foreign  goods 
that  remain  in  Japan — the  bilateral  tradt 
gap  won't  shrink  dramatically.  But  aftei 
years  of  swelling  deficits  and  puny  U.  S 
export  numbers,  even  modest  progress 
looks  mighty  good  to  Washington. 

By  Amy  Borrus  in  Washington,  with 
Edith  Hill  Updike  in  Tokyo  and  Keith 
Naught  on  in  Geneva 
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1  STRONGER  TAILWIND 
OR  AIRBUS? 

s  a  private  company,  it  could  put  more  pressure  on  Boeing 


n  a  bubbly  moment  he  undoubtedly 
regrets,  Jean  Pierson,  the  feisty  man- 
aging director  of  Airbus  Industrie, 
•edicted  a  year  ago  that  in  1995  his 
uropean  plane  consortium  might  again 
itsell  Boeing — as  it  narrowly  did  in 
•94.  That  could  have  won  Airbus  its 
lerished  goal:  selling  50%  of  the 
orld's  big  jets.  Instead,  Airbus'  market 
lare  fell  by  more  than  half,  to  an 
nbarrassing  18.9%,  bumping  the  high- 
er from  first  place  to  third. 
Airbus  brass  gamely  call  the  plunge 
blip.  Yet  a  gnawing  fear  is  spreading 
the  consortium  that  its  rejuvenated 
.  S.  rivals — Boeing  Co.  and  McDonnell 
ouglas  Corp. — could  push  Airbus  per- 
anently  off  course.  As  a  result,  the 
ng-discussed  conversion  of  Airbus 
om  a  pork-barrel  alliance  into  a  prof- 
-oriented  manufacturing  company  is 
inning  the  backing  of  its  four  part- 
es: British  Aerospace,  Daimler  Benz 
erospace,  France's  Aerospatiale,  and 
oain's  casa.  A  committee  report  on  a 
jw  structure  is  due  in  June,  to  be  fol- 
wed  by  negotiations  among  the  part- 
es. If  the  makeover  comes  off,  it 
lould  help  Airbus  crack  Boeing's 
onopoly  in  the  jumbo-jet  market,  the 
dustry's  most  lucrative  segment. 
Airbus  hopes  its  new  design,  the 
3XX,  will  do  the  trick.  The  double- 
>cker  would  haul  550  riders  in  three 


classes,  or  up  to  800  in  all-economy. 
Development  would  start  in  1998,  with 
the  plane  entering  service  by  2003.  Its 
main  rival:  a  stretched  747  with  500  to 
600  seats  that  Boeing  is  expected  to 
begin  developing  later  this  year. 

A  successful  jumbo  may  be  critical  to 
Airbus'  survival.  Boeing  uses  its  fat 
profits  on  the  747  to  "subsidize"  low- 
priced  package  deals  of  several  models, 
says  John  J.  Leahy,  Airbus  marketing 
vice-president.  Industry  sources  say 
that  tactic  helped  Boeing  win  a  $4  bil- 
lion order  in  January  from  Malaysia 
Airlines  for  747s  and  777s.  And  Airbus 
thinks  jumbos  are  the  growth  vehicle  of 
the  future.  Planes  above  500  seats  will 
account  for  25%  of  industry  revenues 
over  the  next  20  years,  Leahy  believes. 
This  segment  doesn't  exist  now:  The 


FIRM  ORDERS 
COMMERCIAL 
AIRCRAFT 


McDonnell! 

douglas  i 
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BUILDING  AN  AIRBUS:  In  the 

works  is  a  double-decker  jet 
seating  800  economy  passengers 

biggest  747  hauls  some  480  riders. 

To  get  the  new  plane  soaring, 
the  Europeans  need  cash — some 
$10  billion — and  low-cost  produc- 
tion. Airbus  lacks  both.  A  mar- 
keting co-op,  Airbus  sells  planes 
its  partners  build  from  their  own 
components — with  no  outside 
competition.  In  the  likely  new 
arrangement,  the  partners  would 
trade  assets  they  use  in  Airbus 
work  for  shares  in  an  indepen- 
dent Airbus.  The  new  company 
would  seek  low-cost  subcontrac- 
tors in  Asia  and  the  U.  S.  And  it 
could  raise  equity  capital.  Gov- 
ernment loans  now  are  limited  by 
international  agreement  to  30%  of 
development  costs. 

"All  the  partners  are  agreed  to 
create  a  single  [independent]  entity"  at 
Airbus,  says  Manfred  Bischoff,  ceo  of 
Daimler  Benz  Aerospace.  British  Aero- 
space has  pushed  the  idea  to  its  skepti- 
cal partners  for  a  decade.  Now  the  key 
holdout,  France's  Aerospatiale,  is  com- 
ing around.  Chairman  Louis  Gallois 
thinks  a  change  in  Airbus'  structure  is 
essential  to  build  efficiency.  British 
sources  say  recent  merger  talks 
between  Boeing  and  McDonnell  Doug- 
las— although  they  failed — also  scared 
the  partners  into  agreement. 
MIXED  NEWS.  Efficiency  didn't  matter 
so  much  for  Airbus  in  the  past,  when 
competition  was  less  intense  and  it  had 
more  government  aid.  But  as  Airbus' 
market  share  grew,  Boeing  began  to 
slash  production  costs.  That  has  let  it 
become  the  industry's  most  aggressive 
marketer,  a  role  once  played  by  Airbus. 
Even  though  Boeing  has  undercut  Air- 
bus' prices,  the  U.  S.  company's  profit 
margins  are  at  least  triple  those  of  Air- 
bus, figures  analyst  Nicholas  P.  Hey- 
mann  at  NatWest  Securities  Corp.  No 
one  really  knows — not  even  Airbus — 
because  cost  numbers  are  biuied  in  its 
partners'  private  accounts. 

A  sleeker  Airbus  would  be  mixed 
news  for  U.  S.  rivals.  Boeing  has  sought 
for  years  to  force  financial  disclosure  on 
Airbus  to  make  sure  competition  is  fair. 
But,  "if  Airbus  operates  more  efficient- 
ly, that's  negative  for  us,"  says  Ray 
Waldmann,  Boeing's  international  vice- 
president.  Airbus  executives  think 
their  makeover  will  put  pressure  back 
on  Boeing.  And  they  still  expect  to  win 
50%  of  the  market.  Sobered  last  year, 
however,  their  forecast  now  is  less  opti- 
mistic: soon  after  the  year  2000. 

By  Stewart  Toy  in  Paris,  with  Paula, 
Dwyer  in  London,  John  Templeman  in 
Bonn,  and  Seanna  Browder  in  Seattle 
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KOREA'S  BIG  LEAP 
INTO  EUROPE 

The  chaebol  are  poised  to  pour  in  billions 


His  friends  call  him  "King  Kong." 
And  0.  S.  Kong,  a  46-year-old  South 
Korean  executive,  is  certainly  living 
up  to  that  chest-thumping  nickname.  As 
president  of  Western  European  opera- 
tions for  Korea's  lg  Electronics,  Kong 
hopes  to  spend  upwards  of  $1.5  billion  to 
build  a  semiconductor  and  consumer- 
electronics  factoiy  in  Britain. 


million  plant  for  microwave  ovens  and 
personal-computer  monitors.  Now,  Sam- 
sung may  bid  for  troubled  Dutch  aero- 
space group  Fokker.  Daewoo  Corp.  has 
bought  several  Eastern  European  car 
plants  and  plans  to  spend  $3  billion  up- 
grading them.  It's  also  trying  to  buy 
Britain's  Lotus  Cars  Ltd.  from  luxury 
carmaker  Bugatti  International.  Hyundai 


That's  a  big  leap  from  lg's  modest 
array  of  European  assembly  plants  for 
TVs,  VCRS,  and  refrigerators.  But  LG, 
like  Korea's  other  chaebol,  has  decided 
this  is  the  moment  for  dramatic  expan- 
sion in  Europe,  especially  in  sophisti- 
cated products  such  as  cars  and  custom 
chips.  For  many  reasons — rising  wages 
back  home,  saturated  markets  in  the 
U.  S.,  and  a  desire  to  go  global — Korean 
giants  are  spending  billions  in  Europe. 
Fierce  protests  are  certain  from  such 
companies  as  Peugeot  that  have  already 
suffered  from  a  Japanese  incursion.  Yet 
the  hugely  ambitious  Koreans  won't  stop 
until  they  have  grabbed  big  chunks  of 
Europe's  markets. 

HEAVY  SHOPPING.  These  plans  call  for 
spending  far  more  than  the  $2  billion 
the  Koreans  have  plowed  into  Europe 
over  the  last  decade  or  so.  Last  fall, 
Queen  Elizabeth  II  and  Samsung  Chair- 
man Lee  Kun-Hee  inaugurated  a  $700 


WARM  WELCOME 


Queen  Elizabeth 
and  Samsung 
Chairman  Lee 
officially  open 
an  electronics 
plant  in  Wynyard 


Corp.  is  considering  a 
$1.3  billion  chip  plant 
in  Europe  and  is 
scouting  Romania  for 
a  car-assembly  site. 

European  govern- 
ments welcome  the 
Koreans.  They  know 
that  Japanese  auto 
makers  helped  revive 
British  manufactiuing  by  placing  big  or- 
ders with  the  country's  motor  suppliers. 
Prodded  by  last  year's  Asia-Pacific  Eco- 
nomic Cooperation  agreement  on  free 
trade,  European  and  Asian  leaders  gath- 
ered for  a  Mar.  1-2  summit  in  Bangkok  to 
boost  economic  and  political  connections. 

Until  recently,  Koreans  poured  most 
of  their  money  into  faster-growing  Asia 
and  the  U.  S.  But  while  Korea's  invest- 
ment in  Europe  was  just  3.4%  of  its 
world  total  five  years  ago,  it's  now 
19.4%.  "Suddenly,  Korea  realized  that 


the  only  other  market  that  could  ab- 
sorb its  expensive  products  was  West- 
ern Europe,"  explains  Chong  Ju  Choi,  £ 
professor  at  London's  City  University 
Business  School,  who  advised  Hyunda: 
on  its  European  strategy.  The  chaeboi 
also  sometimes  find  it  cheaper  to  pro- 
duce in  Europe  than  to  ship  goods  fron 
home.  "In  certain  parts  of  northerr 
England,  labor  costs  are  lower  thar 
they  are  in  Korea,"  says  lg's  Kong. 
HIGHER  RUNG.  But  Koreans  are  alsc 
looking  to  Europe  for  a  step  up  th« 
technology  ladder.  Samsung  might  us« 
Fokker's  planemaking  technology  to  sup- 
port its  global  plans  in  aerospace.  Dae- 
woo's interest  in  Lotus  may  lie  more  ir 
the  company's  engineering  consultancy 
than  in  its  sports-car  division.  Korear 
companies  are  also  looking  to  Eu- 
rope for  technology  that  will  helj 
them  offer  more  sophisticatec 
products  globally  On  Mar.  5,  Sam- 
sung announced  it  would  license 
technology  from  scs-Thomson  Mi- 
croelectronics Inc.  to  develop  32- 
bit  microprocessors  for  use  in  such 
products  as  multimedia  persona' 
computers  and  cellular  phones.  By 
putting  the  microprocessors  in  its 
products,  Samsung  could  help  th« 
Franco-Italian  chipmaker  establish 
its  32-bit  technology  as  the  indus- 
try standard. 

Most  European  carmakers,  how- 
ever, fear  the  Koreans.  Last  spring 
Daewoo  began  selling  cars  in  Eu- 
rope, rolling  out  its  $14,000  Nexia 
which  competes  with  Volkswagen's 
Polo  and  Opel's  Corsa,  and  its 
$18,000  Espero,  which  competes 
with  vw's  Golf.  In  nine  months 
Daewoo  sold  nearly  60,000.  By 
2000,  it's  aiming  for  300,000  a  year 
As  Daewoo  lacks  a  strong  dealer 
network  and  offers  outmoded  tech- 
nology, rivals  doubt  it  will  succeed, 
But  even  a  flawed  Korean  effort 
could  force  prices  lower.  That's  why 
European  carmakers,  who  sell  few 
cars  in  Korea,  are  calling  for  quo- 
tas on  Korean  imports.  "The  Kore- 
ans have  locked  everyone  out,"  in- 
sists Louis  R.  Hughes,  president  oi 
General  Motors  Europe. 

Whether  the  newly  inked  accord  be- 
tween the  eu  and  Korea  will  change 
this  imbalance  is  uncertain.  But  as  the 
chaebol  continues  its  drive  to  interna- 
tionalize operations,  Europeans  will  have 
to  leam  to  compete  and  cooperate  with 
these  dynamic  Asians. 

By  Julia  Flynn  with  Heidi  Dawley 
in  London,  David  Woodruff  in  Geneva, 
Gail  Edmondson  in  Paris,  and  bureau 
reports 
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RE  TELEVISIONS?" 


^OGY  HAS 

After  years  of  making  some  of  the  best  televisions  in  the  industry,  we  did  the  only 
lair  H    logical  thing.  We  stopped.  You  see,  televisions  as  we  know  them  are  a  dying  breed.  Soon, 

%         a  #   everything  in  your  home  will  be  controlled  by  a  computer  system.  With  a  monitor  thin  enough 
7  i3NISVlr   to  hang  on  your  wall,  you'll  be  able  to  change  the  room  temperature.  You'll  be  able  to  talk  with 
your  friends,  face  to  face.  And,  yes,  you'll  still  be  able  to  catch  your  favorite  episode  of  Star  Trek. 

At  NEC,  this  technology  is  quickly  becoming  a  reality.  We're  pioneering  flat  screen  monitors  and  expanding  our 
global  satellite  communication  networks.  We're  even  designing  microprocessors  that  can  run  a  multimedia  system  this 
complex.  To  learn  more,  you  can  reach  us  on  the  Internet  at  http://www.nec.com  or  by  phone  at  1-800-338-9549.  Of 
course,  in  ten  years,  you  might  also  be  asking  "what's  a  phone?" 

SEE,  HEAR  AND  FEEL  THE  DIFFERENCE. 

See,  Hear  and  Fee!  the  Difference  is  a  trademark  ol  NEC  Technologies,  Inc.  ©1995  NEC  Corporation 


International  Outlook 


EDITED  BY  STANLEY  REED 


THE  MIDEAST:  PEACE  MAY  MEAN 
ECONOMIC  SEPARATION 


Were  the  prospects  of  Arab-Israeli  peace  too  good  to  be 
true?  Just  weeks  ago,  Israeli  Prime  Minister  Shimon 
Peres'  peace  program  looked  to  be  winning  the  hearts 
and  minds  of  war-weary  Israelis.  Yassir  Arafat,  fresh  from 
victory  in  the  December  Palestinian  election,  was  consoli- 
dating his  power  while  Israelis  and  Syrians  were  finally  sitting 
down  near  Washington  to  talk  seriously  about  a  peace  agree- 
ment. And  multinationals  began  flocking  to  the  area,  scenting 
a  mounting  peace  dividend:  Last  month,  for  example,  Citibank 
opened  its  first  regional  office  in  Tel  Aviv  in  a  y 
bid  to  cash  in  on  the  expected  peace  boom 
and  multibillion-dollar  wave  of  internationally  fi- 
nanced projects  for  the  Palestinian  areas. 

The  suicide  bombs  that  ripped  through 
Jerusalem  and  Tel  Aviv  with  such  murderous 
fury  in  late  February  and  early  March  seem  to 
have  shattered  that  rosy  vision.  Peres  looked 
like  a  shoo-in  in  the  May  elections;  now,  the 
stunned  Israeli  public  could  well  throw  him 
out.  Declaring  war  on  Islamic  militants,  the 
embattled  leader  has  moved  quickly  to  seal  off 
the  Palestinian  territories.  But  this,  too,  could 
have  dire  consequences.  "We  are  now  threat- 
ened with  the  collapse  of  the  entire  peace 
process,"  says  Nabil  Shaath,  the  Palestinian 
Planning  Minister. 

HIGH  FENCES.  But  what  is  collapsing  is  not 
necessarily  the  peace  process  itself,  but  Peres' 
vision  of  what  peace  would  look  like.  In  place  " 
of  his  program  of  increasingly  knitting  Palestinian  areas  into 
a  common  market,  Israel  is  veering  toward  total  separation  of 
Israelis  and  Palestinians.  On  Mar.  3,  after  a  suicide  bomber  on 
a  Jerusalem  bus  killed  19  people,  Israel  rushed  approval  of  a 
$100  million  budget  to  build  cold-war-style  high-security 
fences  around  Palestinian  areas.  The  U.  S.  is  planning  to 
supply  high-tech  bomb-detection  equipment. 

Israel  was  already  moving  toward  separation.  The  numbei-s 


OUTRAGE:  P) 

terrorism,  in 


of  Palestinians  employed  in  Israel  has  dropped  from  170,00 
two  years  ago  to  barely  20,000  today  as  the  Israelis  try  to  re 
duce  potential  terrorists  in  their  midst.  Cheap  labor  at  boon 
ing  Israeli  constraction  sites  today  comes  from  Poland,  Thai 
land,  the  Philippines,  and  even  China.  The  death  of  fou 
Romanian  construction  workers  in  the  Mar.  3  Jerusalem  bias 
underscores  this  reorientation  of  the  economy.  The  Israeli  go\ 
eminent  is  expected  to  give  the  green  light  for  an  additions 
30,000  foreign  workers. 

But  the  risk  is  that  these  moves  will  worse: 
the  grim  economic  conditions  in  which  Hama 
thrives.  More  than  60%  of  the  gross  domesti 
product  in  areas  under  Arafat's  control  is  cor 
nected  to  trade  with  Israel  or  comes  fror 
earnings  of  Palestinian  workers  in  the  Jewish 
state.  Separation,  says  Israeli  consultant  Gi 
Feiler,  "could  lead  to  even  worse  terrorism  be 
cause  there  will  be  no  safety  valve" — mean 
ing  the  option  to  work  in  Israel. 

There  could  be  some  pluses  in  separatio: 
for  the  Palestinians  over  the  long  run.  It  coul 
force  greater  self-sufficiency  and  even  leai 
more  rapidly  to  the  formation  of  a  Palestinia: 
state.  If  Israel  is  set  on  separation,  for  in 
stance,  then  Jerusalem  will  have  to  stop  op 
posing  independent  port  facilities  and  airport 
in  Palestinian  areas. 

But  first,  the  Palestinians  will  have  to  pu 
"  their  house  in  order.  If  Arafat  and  public  pres 
sure  can't  stop  terrorism,  Arafat's  fledgling  Palestinian  enti 
ty  is  going  to  be  a  failure,  with  a  moribund  economy — and  th 
Israelis  reasserting  control  instead  of  granting  more  autono 
my.  Already,  several  top-level  international  aid  missions  hav 
been  canceled,  although  no  one  is  yet  talking  about  cutting  oi 
funds.  Peace  may  still  come  to  the  Middle  East,  but  it  ha 
suffered  a  huge  setback. 

By  John  Rossant  in  Rome  and  Neal  Sandler  in  Jerusalem 


otesting 
Jerusalem, 


GLOBAL  WRAPUP 


NEW  REIGN  IN  SPAIN 

►  In  a  slim  Mar.  3  victory,  Spain's  con- 
servatives ended  13  years  of  Socialist 
rule.  Leader  Jose  Maria  Aznar  of  the 
Partido  Popular  aims  to  speed  priva- 
tization, loosen  labor  laws,  and  slash 
budget  deficits  so  Spain  can  enter 
European  monetary  union.  He  vows 
to  cut  taxes,  gradually  lowering  the 
personal  income  tax  rate  from  56%  to 
40%.  However,  having  failed  to  win  a 
parliamentary  majority,  Aznar  must 
forge  an  alliance  with  Catalan  region- 
alists  from  the  Barcelona  area.  They 


buy  his  free-market  ideas  but  resent 
his  opposition  to  regional  autonomy. 
Chances  are  they'll  deal.  If  not,  Spain 
could  face  new  elections. 

BREAKTHROUGH  IN  TURKEY 

►  Turkey's  five-month-old  political  cri- 
sis came  to  a  sudden  halt  on  Mar.  3 
when  two  center-right  parties  joined 
forces  to  keep  an  anti-Western,  Islam- 
ic party  out  of  power.  Under  the  coali- 
tion deal,  the  first  of  its  kind  in 
Turkey,  True  Path  Party  leader  Tansu 
Ciller  and  Motherland  Party  leader 
Mesut  Yilmaz  will  take  turns  as 


Prime  Minister,  with  Yilmaz  taking 
the  helm  first,  followed  by  Ciller  in 
1997.  The  arrangement  cuts  out  the 
Islamic  Refah  Party,  which  took  the 
most  seats  in  the  December  election. 

CONTINENTAL  DRIFT? 

►  John  Howard,  the  newly  elected 
Conservative  Prime  Minister  of  Aus- 
tralia, could  threaten  the  Asian  ties 
that  were  carefully  nurtured  by  his 
defeated  opponent,  Paul  J.  Keating. 
Howard  pledges  to  rebuild  ties  with 
Australia's  old  friends  in  America  and 
Europe. 


54  BUSINESS  WEEK  /  MARCH  18,  1996 


The! 

Health/Biotechnology  Fund 

for  1995. 


One  Year  Tola!  Return  +62.30% 


The  numbers  tell  the  story.  Dean  Witter 
Health  Sciences  Trust  ranked  #1  of  18  health/biotech- 
lology  funds  for  the  past  year  with  a  one  year  total 
•eturn  of  62.30%.  And  since  its  inception  on  October 
50, 1992,  it  has  earned  an  average  annual  return  of  17.79%* 

Dean  Witter  Health  Sciences  Trust  is  just 
me  of  our  exclusive  family  of  mutual 
unds-from  domestic  to 
nternational   stock,  bond 
ind  money  market  funds - 
hat  Dean  Witter  has  to 
)ffer.  Funds  with  special- 
ies,  objectives  and  risk 
evels  for  every  investor. 

But  Dean  Witter  offers 
nore  than  just  great  num- 
)ers.  We  have  a  network 
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Dean  Witter  Health  Sciences  Trust 

SEC  Standardized  Average  Annual  Total  Returns  (as  of  12/31/95)' 

I  war  +57.30%   Ufe  of  Fund  +17.35% 

Growth  of  a  Uypothe tie at  S 10,000  investment 
since  the  fund's  inception  on  10/30/92 


And  a  mountain  of 
evidence  to  prove  it. 


Perhaps  that's  why 
over  5  million  investor 
accounts  have  come  to 
rely  on  Dean  Witter.  And 
why  our  mutual  fund 
assets  under  management 
or  administration  have 
grown  to  more  than  $75 
billion. 

For  more  infor- 
mation on  these 
and  other  impressive 
numbers,  call  us  for  the 
office  nearest  you.  Ask 
for  a  free  brochure  and 
prospectus,  which  con- 
tain complete  informa- 
tion on  the  charges. 


)f  some  8,500  Account  Executives,  each  with  the 
expertise  to  provide  you  with  something  you  can't 
let  investing  on  your  own.  Advice.  With  specific  fund 
"ecommendations  tailored  to  your  financial  goals. 


expenses  and  the  special  risks  associated 
with  investing  in  this  fund.  Read  the 
prospectus  carefully  before  you  invest  or 
send  money. 

  1-800-THE-DEAN 


We  Measure  Success  One  Investor  At  A  Time 


DEAN  WITTER 


Tie  above  ranking  for  the  1-year  period  ended  December  31 ,  1995,  is  based  on  total  return  and  was  provided  by  Upper  Analytical  Services,  Inc.,  a  lead- 
ig  monitor  of  mutual  fund  performance.  This  ranking  did  not  take  into  account  the  fund's  contingent  deferred  sales  charge  (CDSC),  which,  if  taken  into 
iccount,  might  have  affected  the  fund's  ranking.  The  CDSC  declines  from  5%  in  the  first  year  to  zero  after  six  years  and  applies  only  upon  the  sale  of 
jnd  shares.  The  graph  illustrates  the  growth  of  $10,000  since  the  fund's  inception  on  October  30,  1992,  through  December  31,  1995.  Dividends  and 
:apital  gains  were  reinvested  at  net  asset  value,  assuming  no  redemption.  Investment  return  and  principal  will  fluctuate  so  that  your  shares,  when 
edeemed,  may  be  worth  more  or  less  than  their  original  purchase  price.  Past  performance  is  no  guarantee  of  future  results. 

SEC  standardized  returns  assume  you  sold  your  shares  at  the  end  of  each  reporting  period.  A  sales  charge,  which  applies  only  if  the  shares  were  sold 
i/ithin  six  years  of  their  purchase,  is  reflected  in  these  returns. 

"he  health  sciences  industry  has  special  risks,  including  changes  in  government  regulation,  which  will  affect  the  fund's  performance  and  net  asset  value, 
'he  foreign  securities  and  markets  in  which  the  fund  invests  pose  different  and  possibly  greater  risks  than  those  associated  with  domestic  securities, 
lduding  currency  fluctuations  and  political  instability.  ©  1996  Dean  Witter  Distributors  Inc. 


Science  &  Technology 


MEDICINE 


THE  TRIALS 

OF  A  HOME  HIV  TEST 

After  10  years,  J&J's  controversial  kit  may  hit  the  market 


In  1985,  Elliot  J.  Millenson,  30  years 
old  and  flush  with  cash  after  some 
successful  telecommunications  deals, 
was  looking  for  a  new  venture.  The 
idea  he  settled  on  seemed  simple 
enough,  and  he  thought  it  would  ad- 
vance public  health:  a  home-based  test 
kit  for  hiv. 

Perhaps  Millenson  was  just  ahead  of 
his  time.  As  the  first  home  test  for  a  fa- 
tal disease,  the  idea  was  immedi- 
ately controversial,  aids  activists 
opposed  it.  So  did  the  American 
Medical  Assn.  Stonewalled  by  the 
Food  &  Drug  Administration  in 
his  fight  to  get  the  test  approved, 
a  beleaguered  Millenson  eventual- 
ly sold  his  company  to  Johnson 
&  Johnson. 

The  controversy  didn't  end 
there,  j&j's  aggressive  promotion 
of  the  test  before  its  approval  led 
to  an  FDA  investigation.  The  test 
even  got  tangled  up  in  the  con- 
gressional   inquiry    of  House 
Speaker  Newt  Gingrich's  finances. 
REVERSAL   OF   FORTUNE.  Now, 
nearly  a  decade  after  the  original 
test  was  submitted  to  the  fda,  approval 
seems   near — perhaps   within  three 
months.  If  approved,  the  test  would  be 
sold  without  prescription  for  under  $50 
in  stores.  Called  Confide,  users  send  a 
blood  sample  from  a  finger  prick  off  to  a 
lab.  A  week  later,  using  a  computer 
code,  they  can  get  results  and  counseling 
over  the  phone.  Two  other  companies — 
Home  Access  Health  Corp.  in  Hoffman 
Estates,  111.,  and  ChemTrak  Inc.  in  Sun- 
nyvale, Calif. — have  submitted  similar 
products  for  fda  approval.  SmithKline 
Beecham  expects  to  submit  a  home  ver- 
sion of  its  oral  hiv  test  to  the  fda  in  a 
year  or  so. 

This  reversal  of  fortune  for  home  hiv 
tests  is  the  result  of  two  factors.  One  is 


deep-pocketed  lobbying  by  j&j.  The  oth- 
er is  dissatisfaction  with  the  status  quo 
in  hiv  testing  and  a  belief  that  home 
tests  will  widen  access  to  new  advances 
in  early  treatment.  Wider  testing  is  crit- 
ical in  stemming  the  rate  of  hiv  infection 
that  continues  to  rise  among  women, 
minorities,  and  adolescents.  "It's  really 
important  for  people  at  risk  to  find  out 
their  status"  says  Jeff  Stryker,  a  re- 


How 
J&J's 
Test 
Would 
Work 


that  resulted  in  a  settlement,  and  the 
fda  agreed  to  review  the  test.  In  Au- 
gust, 1990,  an  fda  advisory  committee 
voted  not  to  approve  the  product,  reiter- 
ating then-  opposition  to  home  tests.  Mil- 
lenson took  his  message  to  the  media 
even  requesting  fda  approval  for  televi 
sion  host  Larry  King  to  take  the  test  or 
his  show. 

EXTRAVAGANZA.  Those  efforts  didn't  leac 
to  fda  approval,  but  in  1993  they  die 
interest  j&j.  When  j&j  bought  Millen- 
son's  test,  the  product  gained  an  advo- 
cate with  deep  pockets  and  huge  politica 
clout.  Millenson  was  put  in  charge  o: 
Direct  Access  Diagnostics,  and  the  home 
Hiv  test — now  called  Confide — was  rede 
signed.  Former  Surgeon  General  C 
Everett  Koop  was  hired  to  write  the 
educational  literature  to  accompany  the 
test,  j&i  began  a  public  relations  extrav 
aganza.  They  lobbied  members  of  Con 
gress,  met  with  gay  activists,  anc 
worked  to  repeal  laws  in  Florida  anc 


Blood  is  collected  from  finger 
sent  off  to  lab. 


searcher  at  the  Center  for  aids  Preven- 
tion Studies  at  the  University  of  Califor- 
nia San  Francisco.  "There's  more  and 
more  you  can  do." 

When  Millenson  first  submitted  his 
company's  test  for  fda  approval  in  late 
December,  1987,  the  epidemic  was  just  a 
few  years  old.  Efforts  were  focused  on 
providing  comprehensive,  clinic-based 
hiv  testing.  Concerned  about  the  lack 
of  face-to-face  counseling  and  the  accura- 
cy of  home  testing,  the  agency  refused 
in  March,  1988,  to  review  any  tests  not 
used  in  a  professional  setting. 

Millenson  wasn't  deterred.  Between 
1987  and  1991  he  badgered  the  fda  to 
review  his  application.  Eventually  he 
filed  a  complaint  in  U.S.  District  Court 


it  Lab  uses  two  kinds  of  tests  f 
&  confirm  HIV  status. 


Texas  that  require  face-to-face  counseling 
for  hiv  tests. 

aids  activist  Bruce  Decker,  now  de- 
ceased, was  hired  to  visit  clinics  anc: 
gay  organizations  to  promote  Confide 
says  Christopher  J.  Portelli,  executive 
director  of  the  National  Lesbian  &  Gaj 
Health  Assn.  They  were  offered  a  cut  ol 
the  profits  if  they  agreed  to  support  the 
test,  says  Portelli,  who  opposes  home 
testing  because  he's  concerned  about  the 
psychological  trauma  of  finding  out  hi\ 
status  over  the  phone.  "When  you  poui 
millions  and  millions  of  dollars  directlj 
into  a  small  activist  group,  you  get  re- 
sults," he  says. 

The  campaign  worked  quite  well — es- 
pecially when  coupled  with  stark  evi- 


Dealing  with  psychological  trauma  looms  as 
a  large  problem-particularly  liability  for  suicides 
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ince  that  current  testing  procedures 
ire  failing.  In  a  study  released  by  the 
inters  for  Disease  Control  in  February, 
94,  only  18%  of  adults  said  they  had 
ien  tested  for  the  aids  vims.  Despite 
e  goal  of  face-to-face  counseling,  some 
%  of  those  tested  got  their  results  by 
lone  or  mail.  The  study  also  found  that 
%  of  people  at  risk  for  aids — many 
them  minorities — indicated  they  would 
e  a  home  test.  Some  saw  opposition  to 
ime  testing  as  paternalistic:  "To  me 
5  like  telling  women  not  to  do  a  breast 
lf-exam,"  says  Dr.  Deborah  Cotton,  an 
ds  specialist  at  Massachusetts  General 
jspital.  "They  may  get  suicidal." 
In  June  of  1994,  an  fda  advisory  com- 
ittee  conducted  a  marathon  17-hour 
?eting  in  which  dozens  of  doctors,  aids 
tivists,  and  public  health  officials  spoke 
support  of  the  home  test.  Some  said 
eir  airfare  and  some  travel  expenses 
d  been  paid  by  J&J. 
Alarmed  by  this  support,  the  test's 
ponents  responded.  Portelli's  group — 
lich  represents  some  11  clinics  that 
HIV  testing — asked  the  fda  to  inves- 


ults  are  logged  in  to  a  computer, 
pie  get  results  from  a  counselor 
eying  in  a  code  over  the  phone. 

jate  whether  j&j's  payment  of  some 
rticipant's  expenses  constituted  a  pay- 
'  They  also  charged  that  j&j  improper- 
promoted  a  nonapproved  product  by 
owing  Koop  to  display  Confide  on  the 
•day  Show.  The  investigation  ended 
th  no  finding  of  wrongdoing,  but  it 
used  a  public-relations  headache  for 
e  company.  "They  should  have  been 
proved  a  year  ago,"  says  Paul  Kawata, 
ecutive  director  of  the  National  Minor- 
r  aids  Council,  "but  Millenson  ruffled 
me  feathers." 

j&j's  lobbying  went  further.  In  Au- 
ist,  1994,  Millenson  met  with  Repre- 
ntative  Newt  Gingrich  and  told  him 
out  problems  getting  Confide  ap- 
oved.  No  fan  of  the  fda,  Gingrich  fired 
f  a  letter  to  White  House  Chief  of 
aff  Leon  E.  Panetta  saying  that  the 
A  should  "approve  the  home  test  with- 
t  any  qualifications."  It  turned  out 
at  j&j  had  contributed  some  $30,000  to 
ngrich's  Progress  &  Freedom  Founda- 
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through  May  in  the  spring  or 
October  through  mid  Decem- 
ber in  the  fall.  The  six  to 
twelve  inch  trees  are  guaran- 
teed to  grow,  or  they  will  be 
replaced  free. 

To  become  a  member 
and  to  receive  your  free 
trees,  send  a  $10  member- 
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Arbor  Day  Foundation,  100 
Arbor  Avenue,  Nebraska 
City,  NE  68410. 
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tion.  This  incident  became  part  of  the  in 
vestigation  into  Gingrich's  use  of  th< 
foundation's  funds.  A  congressional  com 
mittee  later  found  no  evidence  of  am 
"improper  linkage"  between  his  action; 
and  the  contributions. 

In  February,  1995,  the  fda  officially 
revised  its  guidelines  to  allow  review  o 
home  Hiv  tests.  That  same  month.  Mil 
lenson  was  fired  for  reasons  neither  hi 
nor  j&j  will  discuss.  In  fact,  j&j  hai 
stopped  talking  about  Confide  at  all.  Thi 
two  other  companies — ChemTrak  an( 
Home  Access — have  quietly  submittet 
their  products  for  approval  and  begui 
staffing  their  24-hour  phone  lines. 

It's  a  business  with  no  real  model 
and  thus  some  sticky  questions  to  con 
front.  If  counselors  don't  know  the  iden 
tity  of  the  caller,  for  example,  will  tha 
protect  the  company  from  liability  h 
the  event  of  a  suicide?  And  what  i 
there's  a  lab  mistake  and  the  company 
can't  track  down  callers  to  correct  it? 
"WORRIED  WELL."  Peter  Barton  Hutt,  ; 
former  fda  counsel  and  partner  at  th< 
Washington  firm  Covington  &  Burling 
says  "you  could  make  a  list  of  a  hundra 
things"  to  worry  about.  Most  issues  cai 
be  handled  with  educational  material 
and  a  label  indicating  that  the  test  ii 
for  screening  only — a  user  should  seek  ; 
doctor's  confirmation.  On  the  suicide  is 
sue,  studies  show  that  incidence  rise! 
late  in  the  disease,  not  at  diagnosis.  Ii 
any  case,  Hutt  says  liability  costs  ar< 
"built  into  the  price  of  the  product." 

The  companies  hoping  to  sell  thes< 
tests  don't  seem  concerned.  CDC  studies 
project  that  30  million  Americans  migh 
buy  a  home  hiv  test.  The  initial  targe 
group  is  young  women  who  are  sexually 
active  and  have  experience  with  hom( 
pregnancy  tests.  Because  the  test  is  as 
accurate  as  one  doctors  might  do,  Alen< 
A.  Holzman,  vice-president  at  Chem 
Trak,  envisions  new  couples  taking  ii 
together  before  consummating  their-  rela 
tionship.  ChemTrak  has  dubbed  the  idej 
"relationship  wellness  testing." 

This  marketing  to  the  "worried  well' 
has  some  critics  feeling  that  the  tesi 
won't  address  true  public  health  needs 
"This  program  is  all  about  money,"  says 
Jim  Graham,  executive  director  of  th( 
Whitman  Walker  Clinic  in  Washington 
But  as  many  doctors  and  aids  activists 
know,  millions  of  those  at  risk  simplj 
won't  get  tested  any  other  way.  "We  ii 
aids,  with  all  best  intentions,  have  creat- 
ed many  banners  to  testing,"  says  Cot- 
ton. The  home  hiv  tests  could  clear  th< 
way  for  more  people  to  seek  help  for  £ 
terrible  disease. 

By  Naomi  Freundlkh  in  New  York,  with 
Joan  O'C.  Hamilton  in  San  Francisco 
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return  could  produce  some 
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Companies  are  trying  out  software  designed  to  spur  invention 


RESEARCH  &  DEVELOPMENT 


Michael  K.  Waldman  had  plenty  of 
time  to  think  about  how  to  build  a 
better  pizza  box.  When  he  immi- 
grated to  Philadelphia  in  1990  at  age  36, 
the  Russian  engineer  paid  the  rent  by 
delivering  pizza.  The  cardboard  boxes 
embodied  a  classic  engineering  contra- 
diction. Vents  kept  the  pizzas  from  get- 
ting soggy,  but  they  also  allowed  the 


heat  to  escape.  The  result:  cold  pizza. 

Waldman  posed  the  problem  to  In- 
vention Machine  Lab,  a  program  he  and 
other  Russian  engineers  devised  to  in- 
spire and  speed  invention.  With  its  help, 
he  came  up  with  the  idea  of  adding 
round  bumps  to  the  bottom  of  the  box. 
That  kept  the  pizza  high  and  dry.  The 
boxes  can  be  closed,  keeping  the  heat  in. 
The  company  says  major  pizza  chains — 
which  it  can't  name — are  interested. 

Invention  Machine  Lab  is  a  leading 
example  of  creativity  software,  a  class  of 
programs  aimed  at  raising  the  I.  Q.  of 
i  earch  and  development  in  a  time  of 
competition,  brutally  short  product 
and  constant  cost-cutting.  Cus- 
Lomers  of  instant  creativity  include  Ford 


Motor,  AlliedSignal,  Procter  &  Gamble, 
and  Digital  Equipment.  On  Feb.  12,  Mo- 
torola Inc.  gave  a  boost  to  Cambridge 
(Mass.)-based  Invention  Machine  Corp. 
with  a  $2  million  order  for  1,000  copies 
of  its  program  and  the  training  to  use  it. 

Invention  Machine  Lab  forces  engi- 
neers to  confront  the  contradiction  be- 
tween objectives  that's  at  the  heart  of 


every  design  problem.  To  help  resolve 
the  contradictions,  it  draws  on  95  "in- 
ventive principles"  derived  from  nearly 
2.5  million  patents — such  as  "spheroidal- 
ity,"  "color'  changes,"  or  "segmentation." 
It  also  steers  inventors  toward  effects 
drawn  from  physics,  chemistry,  and 
geometry  that  may  be  useful,  and  it 
suggests  how  the  invention  could  evolve 
(table). 

Skepticism  remains.  "The  process  be- 
hind most  good  inventions  is  so  bizarre," 
says  John  Preston,  former  technology 
licensing  officer  for  Massachusetts  In- 
stitute of  Technology.  "It's  hard  to  envi- 
sion a  software  package  that  stimulates 
radical  innovation — although  incremental 
advances  might  be  possible." 


Still,  early  customers  swear  by  it. 
"Having  this  software  is  like  having  your 
own  personal  brainstorm  power,"  says 
Michael  Vaynshteyn,  a  senior  project  en- 
gineer at  Xerox  Corp.  While  at  Eastman 
Kodak  Co.,  he  used  it  to  come  up  with  a 
patented  mechanical  device  that  raises  a 
pocket  camera's  flash  far  enough  from 
the  lens  to  avoid  "red  eye."  The  soft- 
ware pointed  him,  oddly  enough,  to  a 
system  that  keeps  floating  logs  aligned. 
"What  caught  my  eye  were  some  wires 
that  held  the  logs  together,"  he  says. 
That  led  him  to  a  spring-loaded  system 
of  disks  that  raises  and  lowers  the  flash. 
CHIEF  BATTLE.  Creativity  software  isn't 
all  focused  on  product  development.  A 
program  from  Idea  Fisher  Systems  Inc. 
of  Irvine,  Calif.,  works  off  word  associa- 
tions. Mind  Link,  from  Cambridge-based 
creativity  consultancy  Synectics  Inc., 
throws  unexpected  scenarios  at  users. 
Creativity  Machine  uses  "neural  network" 
software  developed  by  former  McDon- 
nell Douglas  Corp.  engineer  Steve  Thaler 
in  St.  Louis  to  generate  everything  from 
music  to  ideas  for  superhard  materials. 

In  product-development  software,  the 
chief  battle  is  between  Invention  Ma- 
chine, where  Waldman  is  vice-president 
of  engineering  services,  and  Ideation 
International  Inc.,  based  in  Santa  Moni- 
ca, Calif.  Both  claim  as  their  intellectual 
progenitor  the  Russian  scientist  and  sci- 
ence-fiction author  Genrich  Altschuller. 
Now  69  and  living  in  St.  Petersburg, 
Altschuller  was  sent  to  the  gulag  after 
writing  to  Stalin  on  how  to 
$  v    systematize  Soviet  innovation. 
His  problem-solving  theory 
was  built  on  principles  em- 
bodied  in  important  patents. 
Invention  Machine's  sup- 
porters say  Valery 
^^^^  M.  Tsourikov,  the 
|p  company's  chair- 
" man,    <  km,  and 
data  invention  machine  corp       chief  scientist, 
expanded  the  base  of  patents  the  pro- 
gram draws  upon  and  came  up  with  a 
friendlier  interface.  Tsourikov  dismisses 
Ideation's  Innovation  Workbench  as  "a 
reference  book,  not  a  problem-solving 
program."  Counters  Ben  Saltsman,  an 
Ideation  project  manager:  "I  can  make 
exactly  the  same  comment  about  their 
software."  Ideation  says  it  has  sold  pro- 
grams to  Ford,  Pratt  &  Whitney,  and 
Emerson  Electric. 

The  bickering  over  Altschuller's  lega- 
cy is  a  bit  pointless,  because  any  creativ- 
ity software  that  produces  genuine 
breakthroughs  is  bound  to  find  recep- 
tive customers.  Hot  pizza,  anyone? 

By  Paul  C.  Judge 
in  Cambridge,  Mass. 


BRAINSTORMING  A  BETTER  VACUUM  GLEANER 

Invention  Machine  Corp.'s  software  helps  engineers  invent.  Here's  how 
a  team  led  by  Michael  Waldman  used  it  to  dream  up  a  vacuum  cleaner  that 
sucks  powerfully  but  is  easy  to  push. 


1.  In  the  software's  Principles  module,  Waldman 
posed  a  contradiction  between  "intensity"  and 
"use  of  energy."  The  software  suggested  using 
"pulsation."  With  that  prompting,  Waldman 
thought  of  cycling  the  suction  on  and  off  rapidly 
so  the  vacuum  could  be  pushed  during  the  lulls. 


2.  The  brainstorming 
Effect  module  sug- 
gested various  ways 
to  get  rid  of  some- 
thing— in  this  case, 
dust.  One  method, 
using  ultrasound, 
seemed  useful  for 
making  dust  vibrate 
off  of  carpets. 


3.  Drawing  on  knowledge  of 
how  inventions  mature,  the 
Prediction  module  guided 
Waldman  toward  possible 
improvements. 
Meanwhile,  he  built  a 
prototype  that  requires 
60%  less  pushing  force. 
The  next  generation  may 
incorporate  ultrasound. 
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Group 

http://www.principal.com 
PSINet 

http://www.psi.net/ 
Raytheon 

http://www.raytheon.com 


Roberts  Express,  Inc. 

http://www.roberts.com 

Charles  Schwab 

http://www.schwab.com 

Saab 

http://www.saabusa.com 

SAS  Institute 

http://www.sas.com/ 

Siemens 

http://www.siemens.com 
Sprint 

http://www.sprint.com 

Sun  Microsystems 

http://www.sun.Lom 

Texas  Instruments 

http://www.ti.com 

Toyota  Motors 

http://www.toyota.com 

Unisys 

http://www.unisys.com 

United  Airlines 

http://www.ual.com 

Unlimited 

Systems/KONEXX 

http://www.konexx.com 

UPS 

http://www.ups.com 

The  Vanguard  Group 

http://www.vanguard.com 


&Sun 

THE  NETWORK  IS  THE  COMPUTER 


Network  here  excels 
at  keeping  out  intruders. 
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Network,  http://www.sun.com 


GM 


General  Motors 


Among  the  top-ten  volume  corporations 
selling  1995  cars  and  trucks  in  the  U.S.* 

-  J.D.  Power  and  Associates 


This  ad  is  made  possible  by  all  the  hard-working  men  and 
women  of  General  Motors,  its  dealers,  retailers,  and  suppliers. 


including  General  Motors  Corporation,  Chrysler  Corporation,  Ford  Motor  Company,  American  Honda  Motor  Company,  Hyundai  Motor  of 
Vmerica,  Mazda  Motor  of  America,  Mitsubishi  Motor  Sales  of  America,  Nissan  Motor  Corporation,  Toyota  Motor  Sales  U.S.A.,  Volkswagen  of 
America.  (Based  on  J.D.  Power  and  Associates  1995  New  Vehicle  Sales  Satisfaction  Index  Study,'-''' which  includes  measurement  of  owner  satisfac- 
tion with  sales  experience,  delivery  and  initial  vehicle  condition  after  the  first  90  days  of  ownership  ! 


Developments  to  Watch 


[DITED  BY  NEIL  GROSS 


THE  ONLY  BOOK  YOU'LL  EVER  NEED? 


MASSACHUSETTS  INSTITUTE  OF 

Technology  researchers  are 
developing  an  electronic  book 
that  looks  and  feels  like  an 
ordinary  hardcover.  Joseph 
Jacobson,  the  physicist  head- 
ing the  project,  says  the  key 
is  "digital"  ink  particles,  50 
microns  in  diameter,  which 
resemble  the  toner  in  laser 
printers  and  adhere  to  a  pa- 
per-like synthetic  substrate. 
The  particles — black  on  one 
side,  white  on  the  other — flip 
over  when  stimulated  by  an 
electric  charge,  just  as  tiny 


crystals  change  position  to 
block  or  release  light  in  liq- 
uid-crystal displays. 

The  penlight-battery-pow- 
ered  invention  will  be  able  to 
download  text  from  databas- 
es on  the  Internet.  Once  the 
data  is  in  the  book's  memory, 
the  reader  will  be  able  to 
display  pages  of,  say,  War 
and  Peace,  simply  by  press- 
ing a  button  on  the  book's 
spine.  When  one  book  is  fin- 
ished, a  new  one  can  be 
downloaded  and  displayed  in 
its  place.  After  five  months 


of  development  work,  Jacob- 
son's  five-person  team  has 
been  able  to  flip  pixels  but 
not  form  complete  letters.  A 


proof  of  concept  prototype  is 
expected  next  year.  The  cost 
of  the  materials  to  build  one 
book?  About  $400. 


SQUEEZING 
CRYSTALS  FROM 
iASES  

crunching  molecules  To- 
gether can  bring  big  scientific 
surprises — and  useful  new 
naterials.  A  few  years  ago, 
or  example,  a  team  of  scien- 
tists at  the  Carnegie  Institu- 


tion of  Washington  used  a  di- 
amond anvil  to  squeeze  a 
mixture  of  helium  and  nitro- 
gen. Normally,  helium  won't 
combine  chemically  with  any- 
thing. To  the  researchers'  sur- 
prise, the  experiment  creat- 
ed a  solid  chunk  of  a  new 
helium-nitrogen  compound. 

Now  the  team  has  scored 
another  materials  coup.  The 


researchers  squeezed  together 
hydrogen  and  methane,  ex- 
pecting to  make  another  new 
kind  of  solid  substance.  In- 
stead, they  found  no  fewer 
than  four  new  materials,  each 
with  a  different  ratio  of  hy- 
drogen to  methane.  Though 
the  materials  survive  only  un- 
der presure,  "they  tell  us 
something  about  structural 


chemistry,"  says  staff  scien- 
tist Russell  J.  Hemley.  They 
may  also  exist  on  giant, 
gaseous  planets  such  as 
Jupiter  and  could  offer  clues 
to  planetary  formation.  The 
materials  may  have  practical 
benefits  on  earth,  too — such 
as  the  ability  to  store  hydro- 
gen, a  key  step  in  making  it 
viable  as  a  fuel  for  cars. 


PENTIUM-SPEED  HELP  FOR  STROKES 


offices  aren  t  the  only 
places  where  Intel  Corp.'s 
high-speed  Pentium  chips 
are  sparking  a  revolution. 
Dr.  Howard  Yonas,  chief  of 
cerebral  vascular  surgery  at 
the  University  of  Pitts- 
burgh, says  microprocessors 
and  high-speed  computer 
networks  have  dramatically 
expanded  physicians'  ability 
to  monitor  blood  flow  in  the 
brains  of  stroke  victims,  us- 
ing a  scanning  technology 
called  xenon-enhanced  ct 
(Xe/CT). 

Since  1974,  doctors  have 
been  enhancing  ct  scans  of 
patients'  brains  by  having 
them  inhale  xenon  gas, 
which  acts  as  a  contrast 
agent.  Until  recently,  the 
procedure  called  for  relative- 
ly high  doses  of  xenon. 


which  can  cause  temporary 
mental  blurring  and  other 
side  effects.  Interpreting  the 
data  from  the  scan  required 
hours  of  processing  time  on 
a  minicomputer. 

Working  with  colleagues 
at  Pittsburgh's  mathematics 
department,  Yonas  devel- 


oped analytical  software  that 
runs  on  a  Pentium  personal 
computer  finked  to  the  ct 
scanner  via  a  fast  network. 
The  software  reduces  the 
amount  of  xenon  each  pa- 
tient must  receive,  speeds 
the  analysis,  and  provides  a 
higher-resolution  image. 
Pittsburgh  licensed  the  soft- 
ware to  Diversified  Diagnos- 
tic Products  in  Houston, 
which  designed  a  low- 
cost  system.  The  compa- 
ny has  installed  15  units 
in  U.S.  hospitals,  and 
five  in  Europe.  The  best 
part:  Results  from  the 
test  are  in  the  physi- 
cian's hands  within  10 
minutes  after1  the  exam. 
At  an  early  stage  of  the 
stroke,  says  Yonas,  "the 
doctor  knows  whether  it 
is  possible  to  intervene 
with  clot-busting  drugs." 


INNOVATIONS 


■  Soon  a  T-shirt  may  keep 
you  warm  outdoors  and  cool 
indoors.  By  treating  cotton 
with  polyethylene  glycol,  a 
polymer  used  to  coat  pills, 
scientists  at  the  Agriculture 
Dept.'s  Southern  Regional 
Research  Center  in  New  Or- 
leans have  created  a  "smart" 
fabric  that  absorbs  energy 
when  you're  relaxing  by  the 
fire  and  releases  it  when  you 
go  outside. 

m  Motorola  Inc.'s  Lexicus  Div. 
may  have  solved  the  problem 
of  baffling  scribbles  on  a  doc- 
tor's prescription.  It  has  de- 
signed a  neural  network  that 
can  learn  virtually  any  doc- 
tor's scrawl.  The  software  can 
also  translate  the  prescription 
into  electronic  text  and  zip  it 
by  modem  to  a  pharmacy  or 
update  a  list  of  prescribed 
drugs  in  a  patient's  comput- 
erized medical  records. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmar@businessweek.com 
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Sports  Business 


SKIING 


THE  CLUB  MED 
OF  THE  SKI  SLOPES? 


How  Intrawest  aims  to  become  a  brand-name  winter  resort 


For  the  ski  biz,  the  1990s  have  been 
about  as  flat  as  a  snowboard.  But 
that  hasn't  slowed  the  run  at  In- 
trawest Corp.'s  Blackcomb  Moun- 
tain, some  90  minutes  north  of  Vancou- 
ver. This  season,  Blackcomb — ranked 
along  with  the  adjacent  Whistler  as 
No.  1  in  North  America  by  Ski  Maga- 
zine— expects  to  log  1  million  skier  vis- 
its, three  times  as  many  as  1986,  when 
Intrawest  took  over.  During  the  same 
period,  Blackeomb's  revenues  have 
soared  eightfold,  to  $42  million. 

Convinced  that  it  has  a  formula  for 
turning  snow  into  gold,  Intrawest  is  out 
to  replicate  Blackeomb's  success.  Since 
November,  it  has  gobbled  up  West  Vir- 
ginia's Snowshoe  and  33%  of  Califor- 
nia's Mammoth  Mountain.  Its  network  of 
six  resorts  stretches  from  Quebec's  Lau- 
rentians  to  the  Sierra  Nevadas.  Soon,  it 
aims  to  add  a  big  Western  resort — Ral- 
corp's  Keystone  and  Breckenridge  may 
be  targets — to  help  boost  its  empire  to  5 
million  skier  visits  a  year,  up  from  some 
2.8  million  now.  That  would  make  In- 
trawest North  America's  largest  ski  re- 
sort operator.  More  important,  says  ceo 
Joe  Houssian,  it  would  provide  the  "crit- 
ical mass"  needed  to  establish  Intrawest 
as  the  leading  brand  name  in  skiing, 
with  the  kind  of  cachet  Walt  Disney  Co. 
has  in  theme  parks  and  Club  Med  has 
in  beach  resorts. 

Intrawest  isn't  the  only  company  that 
sees  fat  opportunities  in  the  mature  ski 
industry.  With  costs  soaring,  "there's  a 
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growing  recognition  the  industry  needs 
to  consolidate"  to  prosper,  says  Leslie  B. 
Otten,  president  of  lbo  Enterprises, 
which  owns  Maine's  Sunday  River.  On 
Feb.  13,  Otten  struck  a  deal  to  buy  Ver- 
mont's s-k-i  Ltd.,  which  owns  Killington 
and  three  other  New  England  resorts, 
for  an  estimated  $107  million.  The 
merged  entity — American  Skiing  Co. — 
will  be  top  dog  for  now,  with  a  total  of 
seven  resorts  and  3.5  million  skier  visits. 

But  no  one  "has  a  more  aggressive 
vision"  than  Intrawest,  says  Michael 
Berry,  president  of  the  Na- 
tional Ski  Areas  Assn.  In- 
trawest's  North  American 
strategy  could  give  it  a  big 
edge  in  luring  the  most  de- 
sirable skiers:  those  who 
vacation  at  "destination"  re- 
sorts such  as  Blackcomb. 
That  resort  now  hires 
Japanese-  and  Chinese- 
speaking  ski  instructors  to 
cater  to  the  31%  of  its  des- 
tination skiers  who  come 
from  beyond  North  Ameri- 
ca. On  average,  "destination 


^  STRATTON 


SNOWSHOE 


•REAL  ESTATE 
DEVELOPMENT 
ONE-THIRD 
INTEREST  IN 
RESORT 


skiers  spend  four  times  as  much"  as 
day-trippers  on  items  other  than  lift 
tickets  and  lodging,  figures  Intrawest 
cfo  Daniel  0.  Jarvis. 
AWESOME  potential.  For  all  its  savvy, 
Intrawest  is  a  relative  newcomer  to  ski- 
ing. "Skiing  was  the  furthest  thing  from 
my  mind,"  says  Houssian,  who  grew  up 
in  the  flatlands  of  southern  Saskatch- 
ewan and  founded  the  Vancouver-based 
company  in  the  mid-1970s  to  build  resi- 
dential and  office  real  estate.  That 
changed  in  1986  when  Blackcomb  Pres- 
ident Hugh  R.  Smythe  knocked  on  his 
door,  looking  for  a  buyer.  The  fledgling 
resort,  then  owned  by  20th  Century 
Fox  Film  Corp.  through  its  Aspen  sub- 
sidiary, was  only  modestly  profitable. 
But  Smythe  saw  awesome  potential 
both  on  the  mountain,  which  offers 
North  America's  steepest  vertical  drop, 
and  in  the  undeveloped  land  at  the  base. 

By  combining  Smythe's  expertise  in 
running  resorts  with  Intrawest's  real 
estate  skills,  Houssian  figures  that  the 
company  will  be  positioned  to  cash  in  on 
"the  last  great  real  estate  boom  of  this 
century — recreational  real  estate."  In 
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GoldStar 

The  future  is  making  sense 


"Our  commitment  to  Innovation  will  ensure  we  remain  at  the  forefront  of  technology  with  a 
range  of  sophisticated  audio  and  visual  equipment,  now  and  Into  the  future."  Hear!  Hear! 


Semiconductors  *  Computers  *  Office  Automation  'Multimedia  * Advanced  Audio/Visual  Equipment  *  Home  Appliances 


The  Corporation 


1994,  Intrawest  started  divesting  its 
remaining  urban  real  estate  to  devote 
mil  attention  to  skiing. 

Why  haven't  others  tried  to  create  a 
brand-name  chain  of  ski  resorts  before? 
"Ski  resorts  aren't  commodities"  that  can 
be  run  like  a  McDonald's,  says  Smythe, 
now  Intrawest  president  for  resort  op- 
erations. The  challenge  is  to  enhance 
uniqueness  while  ensuring  uniform  ex- 
cellence. That  can  be  frighteningly  ex- 
pensive. At  $2  million  or  more,  a  high- 
speed chairlift  costs  as  much  "as  the 
average  U.  S.  ski  area  makes  in  a  sea- 
son," notes  Otten.  A  key  reason  Ski 
Magazine  reader's  voted  Blackcomb  No.  1 
is  that  it  boasts  "the  most  high-speed 
lift  capacity  in  the  world,"  capable  of 
carrying  28,362  skiers  an  hour.  The  lifts, 
plus  10  restaurants  and  other  amenities, 
have  cost  Intrawest  $60  million  since  '86. 

But  what  really  sets  Intrawest  apart 
is  its  real  estate  expertise.  Intrawest 
exerts  tight  control  to  create  "total 
mountain  villages,"  says  Gary  L.  Ray- 
mond, who  heads  the  company's  resort 
development  unit.  The  object  "is  to  cre- 
ate destinations,  not  just  sell  skiing," 
says  Berry.  At  Tremblant,  more  than 
$300  million  has  been  spent  by  In- 
trawest and  its  partners  to  create  a 
breathtaking  French-Canadian  village 
modeled  after  Quebec  City.  And  in  a 
joint  venture  with  Ralcorp  at  Colorado's 
Keystone,  Intrawest  has  just  begun 
erecting  the  $400  million  Village  at  Riv- 
er Run,  which  will  consist  of  3,500  hous- 
ing units,  plus  shops  and  restaurants, 
with  an  Old  West  motif. 
GHOST  TOWNS.  Intrawest  is  also  keep- 
ing a  grip  on  real  estate  once  it's  built. 
In  the  past,  developers  at  resorts  such 
as  Colorado's  Beaver  Creek  sold  luxuri- 
ous condos  and  homes,  only  to  see  them 
remain  vacant  most  of  the  year,  creating 
gilded  ghost  towns.  To  avoid  that  trap, 
Intrawest  often  requires  buyers  to  put 
then-  properties  into  a  rental  pool  when 
they  aren't  being  used.  Similarly,  "we 
own  and  manage  most  of  the  retail 
shops,"  says  Jarvis,  to  avoid  the  rows  of 
T-shirt  shops  that  clutter  so  many 
mountain  towns. 

Many  of  Intrawest's  ambitious  plans 
exist  only  as  blueprints,  but  the  payoff 
for  the  only  publicly  traded  "pure  play" 
in  the  ski  industry  could  be  substantial. 
"As  Stratton,  Snowshoe,  and  Mammoth 
start  kicking  in,"  Intrawest's  revenues 
from  real  estate  and  ski  operations 
should  rise  to  $212  million  next  year, 
roughly  double  the  1995  level,  predicts 
Harry  Rannala,  an  analyst  at  Deutsche 
Morgan  Grenfell  Canada.  Meanwhile,  he 
adds,  net  earnings  should  hit  $16  million, 
up  from  $8.5  million  last  year.  Now 
that's  a  high-speed  lift. 

By  William  C.  Symonds 
at  Blackcomb 


TURNAROUNDS 


LEAVE  THE  DRIVING 
TO  LENTZSCH 

Greyhound's  CEO  is  improving  service  and  winning  riders 


For  Craig  R.  Lentzsch,  turning 
around  Greyhound  Lines  Inc. 
should  be  getting  boring.  After  all, 
it's  the  second  time  he  has  been 
called  to  duty  at  the  often  ailing  bus 
line.  It's  a  task  many  wouldn't  touch, 
but  he  doesn't  mind.  "I've  made  my  ca- 
reer in  businesses  that  nobody  else 
wants  to  be  in,"  he  says. 

Taking  on  a  tough  job  isn't  so  bad  if 
you  can  make  things  better.  And  that's 
what  Lentzsch  is  doing  at  Dallas-based 
Greyhound.  In  a  sharp  break  with  prior 
management — which  cut  capacity, 
stressed  shorter  routes,  and  set  up  an 
ill-fated  hub-and-spoke  strategy  to  com- 
pete with  airlines — Lentzsch  insists 
Greyhound's  strength  is  its  inexpensive 
nationwide  network.  So  he's  expanding 
long-haul  routes  and  improving  service. 

When  Lentzsch  took  over  in  late 
1994,  Greyhound  was  near  its  second 
bankruptcy  in  three  years.  Now,  rev- 
enues have  grown  for  10  straight 
months  through  January,  and  1995  sales 
rose  7%,  to  $657  million.  After  a  loss  of 
$65.5  miliviin  1994,  operating  income 
in  1995  was  $9.4  million;  this  year, 


FARE  PLAY:  Greyhound  should  re- 
Lentzsch  is  turn  to  the  black. 
reaching  out  to  "This  was  a  near- 
the  low-income  death  situation,"  says 
passenger  base   analyst   Andrew  S. 

"  Leinoff  of  Chicago- 
based  Duff  &  Phelps  Inc.  "They've  done 
an  astounding  job." 

Still,  if  Greyhound  is  back  from  the 
dead,  many  on  Wall  Street  question 
how  much  life  it  really  has.  Bus  travel's 
share  of  intercity  travel  is  1.5%  today, 
down  from  5%  in  1950.  "I'm  not  sure 
about  the  growth  prospects,"  says 
Leinoff.  But  Lentzsch  dismisses  those 
who  figure  there's  no  future  in  provid- 
ing low-cost,  no-frills  travel.  After  all, 
44%  of  Greyhound's  revenue  comes 
from  people  with  incomes  under 
$15,000.  "A  bunch  of  upper-middle-class, 
middle-aged  white  guys  sitting  around  a 
walnut  table  can't  understand  my  cus- 
tomer base,"  he  says. 

Although  Lentzsch  is  a  47-year-old 
Wharton  School  graduate,  he  under- 
stands this  market.  Starting  out  in 
strategic  planning  at  rival  Trailways 
Lines  Inc.,  he  worked  with  Fred  G. 
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COPY 
PRINT 

naked 


With  a  fax/printer/copy  machine,  a  speakerphone,  a  dataport, 


voicemail,  a  coffee  maker,  breakfast  allowance,  and  a  compli- 


mentary newspaper  in  your  room  you'll  be  able  to  work  like 


never  before.  Ask  for  Westin's  Guest  Office,  available  in  business 


destinations  worldwide.  For  more  information  call  your  travel 


selor  or  800.228.3000.  http://www.westin.com 
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It  prints. 


It  copies. 


(It  does  not,  unfortunately,  monitor  taste.) 


Introducing  the  first  color  printer-copier.  The  HP  Copy  Jet. 


Look  at  the  vivid  color.  Look  at  the  flawless 
reproduction.  Don't  look  at  the  hat.  What's 
important  is  that  the  new  CopyJet  gives  you 
the  quality  you'd  expect  from  an  HP  color 
printer,  and  it  has  the  full  functionality  of 
<t<r)4  f}CT 1  a  color  copier.  Besides  the 
Ujfx.tJ^J  departmental  convenience, 

"Estimated  U  S  retail  price  Actual  price  may  vary  J  With  Adobe  PostScript  ®  Adobe  PostScript  is  a  trademark  of  Adobe  Systems  Incorporated   PE 12584 


the  CopyJet  is  easy  to  operate  and  uses  plain 
paper.  If  the  whole  department  needs  color 
printing  and  copying,  there's  the  network- 
ready  HP  CopyJet  M\  for  *3199.  That's  just 
a  fraction  of  the  money  you  won't  have  to 
spend  for  color  copies.  Which  will  make  you 
look  good,  no  matter  what  you're  wearing. 


HEWLETT 
PACKARD 


The  Corporation 


urrey,  who  later  led  Greyhound's  1987 
veraged  buyout  and  brought  Lentzsch 
)oard  as  vice-chairman.  The  two  ren- 
^ated  terminals,  boosted  traffic,  and 
irned  a  profit.  But  after  a  falling  out 
ith  Currey  in  1989,  Lentzsch  left, 
urrey  was  later  replaced  by  ceo 
rank  J.  Schmieden  Lentzsch  ended 
d  as  chief  financial  officer  for  bus- 
aker  Motor  Coach  Industries  Inter- 
itional  Inc.,  while  a  bitter  drivers' 
rike  pushed  Greyhound  into  Chapter 
[  in  mid-1990. 

Schmieder  took  the  company  out  of 
mkruptcy  17  months  later,  but  his  at- 
rnipt  to  compete  directly  with  low- 
ist  airlines  brought  shaip  losses.  After 
le  stock  went  from  22Y>  in  June,  1993, 
i  5%  in  August,  1994, 
vestors  forced  him 
it.  With  shareholder 
wsuits  pending, 
;hmieder  declined 
>mment. 

Greyhound's  top 
lareholders  quickly 
;ked  Lentzsch  to  re- 
the  board — and 


GREYHOUND 
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in 

ithin  months,  they 
ished  him  to  take  the 
ip  job  as  well.  His 
"st  priority  was  to 
op  the  hemorrhaging, 
entzsch  negotiated  a 
jw  credit  line,  got 
mdholders  to  trade 
r  equity,  and  raised 
$5  million  in  a  1994 
ghts  offering  that 
iced  shares  at  $2.15. 
t ear-riots."  Then  he 
irned  to  getting  peo- 
e  to  their  destina- 
ons  without  hassle, 
he  company  suffered 
iree-hour  waiting 
ties  and  "near-riots"  in  New  York's 
ort  Authority  in  early  1994,  Lentzsch 
;calls.  Thanks  to  a  much  heralded  sys- 
im  Schmieder  rolled  out  in  late  1993  to 
sue  tickets  and  take  reservations, 
lones  were  clogged  with  people  mak- 
g  reservations — 80%  of  whom  wouldn't 
low  up.  Yet  most  customers  didn't 
?ed  the  system — 72%  buy  tickets  with- 
i  three  hours  of  a  trip.  Last  year, 
entzsch  added  a  third  phone  center, 
id  more  than  90%  of  callers  now  con- 
jct  the  first  time. 

Lentzsch  has  also  revamped  pricing, 
nder  Schmieder,  Greyhound  slashed 
lvance-purchase  fares  to  compete  with 
rlines,  then  raised  the  walk-up  fares 
ied  by  Greyhound's  core  low-income 
istomers.  "My  biggest  pricing  prob- 
m  is  affordability,  not  what  the  air- 
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FROM  198  TOP  STATIONS 


...BRINGING  BACK 
SOME  PROFITS 


OPERATING  INCOME 

lines  charge,"  he  says.  Today,  Grey- 
hound's maximum  one-way  walk-up  fare 
is  $139,  vs.  $259  previously — and  every- 
day fares  average  half  of  airline  dis- 
count prices.  To  make  sure  riders  don't 
wait  too  long,  Lentzsch  is  adding  ca- 
pacity. The  fleet  now  totals  more  than 
2,000  buses,  up  from  1,650.  And  the 
long-haul  routes  Schmieder  nearly  aban- 
doned are  coming  back.  This  year,  he'll 
reopen  200  shuttered  rural  stops. 
OFF  THE  CLIFF?  So  far,  so  good.  "The 
story  will  get  better  and  better,"  says 
Gerald  R.  Connor  of  Toronto-based  Con- 
nor, Clark  &  Co.,  which,  with  associ- 
ates, owns  11%  of  the  stock.  Adds  Alan 
B.  Snyder  of  Snyder  Capital  Manage- 
ment Inc.:  "Lentzsch  understands  the 
business  and  knows 
what  to  do." 

Yet  with  costs  ris- 
ing, others  on  Wall 
Street  worry  about 
Greyhound's  past  ten- 
dency to  drive  itself 
off  a  financial  cliff. 
Blaming  in  part  the 
horrific  winter, 
Lentzsch  warned  in 
February  that  Grey- 
hound will  fall  short  of 
the  $16.7  million  in  net 
earnings  previously 
forecast  for  1996.  An- 
alyst Rosario  S.  Ilac- 
qua  of  Rothschild  Inc. 
thinks  it  will  earn  just 
$5  million  this  year. 
Though  the  total  debt- 
to-capital  ratio — in- 
cluding bus  leases — 
has  come  down  to  just 
under  70%,  analysts 
say  it's  still  too  high. 
The  questions  explain 
why,  although  Grey- 
hound did  another  equity  offering  at  4% 
in  September,  1995,  its  shares  have 
slipped  to  around  •"»  . 

Still,  Lentzsch's  makeover  is  far  from 
complete.  To  produce  more  revenue, 
he's  expanding  the  package  express 
business,  which  did  about  $31  million 
in  sales  last  year.  Since  Greyhound  puts 
packages  on  buses  already  canying  pas- 
sengers, that's  mostly  gravy.  And  he 
expects  more  growth  to  come  from 
feeder  deals  Greyhound  is  discussing 
with  Amtrak  and  airlines  such  as 
Southwest  Airlines  Co.  He  also  figures 
he  can  boost  Greyhound's  presence  in 
niches  such  as  casino  trips  and  college 
markets.  Lentzsch  is  probably  on  to 
something.  After  all,  he  has  traveled 
this  road  before. 

By  Wendy  Zellner  in  Dallas 


To  find  out  how 
the  HP  CopyJet 

can  pay  for 
itself  in  a  year, 
call  1-800-761-8999 
Ext.  113a 


Call  now  or  contact  us  at 
http://www.  hp.  coin/info/ 1 1 33 
and  we  will  send  you  print 
samples  demonstrating  the 
incredible  color  reproduction 
of  the  HP  CopyJet.  We  will 
also  be  glad  to  include  a 
detailed  product  brief 
explaining  our  inkjet  tech- 
nology with  precision  digital 
color  imaging.  Find  out 
about  the  HP  CopyJet  and 
start  saving  money  on  color 
printing  and  copying  today. 
A  year  from  now  you'll  be 
happy  you  did. 


HEWLETT 
PACKARD 


jl995  Houllert-Packaid  Company  PE 12585 

BUSINESS  WEEK  /  MARCH  18,  1996  69 


Special  Report 


ENTERPRISE 

Timely  Insights  for  Small  Business 


In  Box  page  L 

Hot  Skinny  New  tax  rules  for  small  companies, 
cyberhelp,  family  businesses,  books,  borrowing . . . 

Finance  Page6 

Mini  Merger  Mania  A  stable  economy,  low 
rates,  and  easy  credit  are  driving  a  merger  wave 

Companies  page  9 

Mike  the  Geek  How  Mike  McCue  got  Netscape 
to  chase  Paper  Software 


Education  page  24 

Boos  for  B-School  Entrepreneurs  like  the 
contacts,  but  a  degree  in  hard  knocks  may  be  best 


Management 


page  26 


Drive-By  Workers  It's 
not  enough  for  an  idea  to 
be  good  and  hot.  Mobile 
Office  Vehicle  also  has  to 
create  the  market  for  its 
virtual-office  minivans 


Marketing  „,,■  12  Technology 


28 


Bad  News  Bear  Vermont 
Teddy  Bear  grew  too  fast,  mis- 
judged new  markets,  and  over- 
spent. Then  its  stuffing  fell  out 

Government  page  16 

Nof  Let  Me  Help  The  GOP  candidates  are  all 

promising  entrepreneurs  relief 

Roundtable  page  20 

Auditing  the  IRS  1  11  do 

everything  I  can  to  make  the  sit- 
uation simpler":  A  talk  with 
Commissioner  Richardson 


Extreme  Faxing  PC-based 
servers  are  making  it  easier, 
cheaper,  and  more  effective 
This  Man  is  an  Island 

A  headhunter  ups  efficiency  as 
he  downsizes  to  one 

At  Your  Service 


page  32 


Twilight  Zoning  You  don't  have  to  run  afoul  of 
laws  that  conflict  with  home  businesses 


Wit's  End  page  34 


Bats  'R'  You?  The  regulations  just  for  transport- 
ing the  suckers  could  make  a  person  rabid 


BUSINESS  WEEK  /  ENTERPRISE  ENT1 


BOX 


EDITED 

BY 

FRED 

STRASSER 


IT'S  NOT  fl  TAX  CUT,  BUT.  .  . 

Come  this  time  of  year,  a  tax  bill  can  only 
mean  trouble,  right?  Not  if  it's  the  Tax- 
payer Bill  of  Rights  II. 
Although  the  measure  was  vetoed  last 
year  when  it  got  tangled  up  in  the  Republicans' 
balanced-budget  package,  Treasury  Secretary 
Robert  E.  Rubin  liked  it.  So  he  ordered  Internal 
Revenue  Service  lawyers  to  scour  the  bill  for  pro- 
posals he  could  adopt  without  legislation.  In  Jan- 
uary, Treasury  and  the  IRS  announced  a  bunch  of 
administrative  actions,  including  some  that  could 
help  small  companies. 
A  few  examples: 

•  Businesses  caught  in  an  audit  will  soon  get  speedier  ap- 
peals. Suppose  the  irs  insists  that  certain  workers  are  really 
employees — not  the  independent  contractors  you've  claimed. 
Under  a  rule  to  be  put  into 


effect  shortly,  you  can  ap 
peal  that  issue  without  wait- 
ing for  the  completed  audit. 
That  could  settle  key  ques- 
tions sooner  and  at  less  ex- 
pense. It  might  even  make 
the  IRS  drop  the  rest  of  the 
audit. 

•  The  iks  taxpayer  om- 
budsman now  has  more  clout 
to  settle  disputes  between 
taxpayers  and  tax  collectors. 
"Problem  resolution  officers" 
in  IKS  district  offices  can  or- 
der immediate  refunds  for 
taxpayers  facing  severe  hardships  or  tem- 
porarily stop  collection  orders  for  hack  taxes 
on  a  disputed  bill. 

The  Treasury  also  gave  these  officials  a 
more  potent  weapon:  If 
the  li;s  is  ordered  to 
cease  action  against  a 
taxpayer,  only  three 
top  iks  officials  can 
overrule  the  order. 

•  Form  941,  the 
quarterly  income-  and 
payroll-tax  withholding 
report,  can  now  be 
filed  via  modem  rather 
than  on  paper  or  magnetic  tape.  For  addi- 
tional information  on  electronic  filing,  call 
the  irs  help  line  at  901  546-2690. 

0.  K.  It's  not  a  tax  cut.  But  the  new  rules 
should  make  dealing  with  the  tax  collector  a 
little  less  dreadful. 
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TREASURY'S  RUBIN 


Small-Business  0 


.  RANKING  50  METRO  AREf 


BIGGEST  G/S 


You  can  still  join  the  vanguard  of 
small  businesses  in  cyberspace— 

too  long'  fewer   LAUNCHED  IN  CYBERSPACE? 

than  20%  of   

small  and  midsize  businesses  use 
the  Internet,  a  survey  by  consul- 


tant  George  S.  May  International 
Co.  found.  But  in  a  year  or  two, 
40%  of  the  1.049  surveyed  plan 
to.  For  now,  "they  just  don't  see 
the  benefits,"  says  May's  Rosalind 
Angell.  These  free  sites  may  help: 


SO  THEY  SAY 

ilThe  reward 
should  be  for  get- 
ting it  right  and 
helping taxpayers)) 

-IRS  Chief  Margaret 
Richardson  on  evaluating 
tax  agent  performance 


U.S.  BUSINESS  ADVISOR 

(http://www.  business, 
gov) — introduced  by 
Vice-President  Al  Gore 
himself — is  a  simple, 
well-organized  site  that 
helps  you  navigate  gov- 
ernment databases,  reg- 
ulations, and  information 
with  keyword  searches  and  browsable 
subject  trees.  Small-business  focus 
groups  helped  refine  the  site's  design. 

MCI  SMALL  BUSINESS 
CENTER  (http:// 
www.mci.com/ 
SmallBiz)  is  a 
comprehensive  collection  of  links  to 
small-business-related  Web  sites  where 
a  wealth  of  information  on  financing, 
services,  prospective  employees,  and 
government  agencies  awaits. 

NETMARQUEE 

(http://www.nmq.com) 
is  aimed  at  family-owned  and  small 
businesses.  It  offers  topic-searchable/ 
browsable  archives  of  helpful  docu- 
ments and  articles  and  a  calendar  of 
small-business  events  and  seminars. 


Nigr  Marquee 


By  weighing  both  the  numt 
important  startups  and  the 
growth  of  new  companies, 
Cognetics  in  Cambridge,  N 
created  an  index  that  rank 
top  50  metro  areas  on  thei 
trepreneurial  success.  The 
steep  declines,  says  Cognc 
President  David  Birch,  usu 
stem  from  some  major  loc 
back— computer  maker  wo 
around  Boston,  for  instanc 
defense  cutbacks  in  San  D 


A  FAMILY 
CONFAB 

nyone  who 
thinks  fam- 
lily  busi- 
ness is  a  sim- 
ple affair 
should  stop  by 
the  New  York 
Grand  Hyatt  Hotel 
on  Mar.  17-19  for  the  ( 
University  Conference 
Entrepreneurial  Fami 
Building  Bridges.  In  o 
the  largest  gatherings 
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37%  OF  SMALL-BUSINESS  "DECISION  MAKERS"  SUBSCRIBE  TO  AN  ONI 
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'tvml  Property 
'Monal  Infor- 
nfmstructiire. 
e,  detailed  ex- 
of  Internet 
;  law,  write  the 
ent  &  Trade- 
ice,  Box  4, 
on  D.  C.  20231. 


As  women  forge  ahead  in 
small  business,  a  distinc- 
tive female  view  may  be 
seen  forming.  Take  the  rea- 
sons that  a  person  gives  for 
starting  a  business  in  the 

GENDER  WATCH 

first  place — a  question  posed 
in  a  Roper  Starch  poll  done 
for  Intuit:  The  chance  to 
make  money  was  a  factor  for 
31%  of  the  men  but  only  for 
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GREENSBORO 


*  NORFOLK 


UNCLE  SAM  AND  THE  NAME  GAME 


:  you're  thinking  of  naming  your  creamy  new 
lini-cones-with-chips  "Micro-Softs,"  check  with 
our  lawyer.  A  federal  law  effective  in  January  lets 
wners  of  "famous"  trademarks  sue  to  stop  use  of 
leir  mark  if  it  tarnishes  the  mark's  image  or  di- 
Jtes  its  impact.  Half  the  states  already  had  simi- 
ir  statutes,  but  lawyers  predict  the  federal  law 
'ill  prompt  owners  to  become  more  aggressive. 


ore  than  30  academics 
fsent  their  latest  re- 
on  the  subject.  Joining 
:-e  family-business-ori- 


ented professionals  dis- 
cussing such  topics  as  "Mon- 
ey and  Power  Transfers  in 
the  Family  Business."  With 
academics  from  up  to  70  in- 
stitutes attending,  the 
event  suggests  family 
'  business  is  coming  into 
its  own  as  a  serious  re- 
search topic.  The  cost 
is  $250  per  person. 
More  information  is  available 
on  the  World  Wide  Web  at 
http://nmq.com.CornellCon- 
ference  or  at  717  871-9343. 


18%  of  the  women, 
while  the  opportunity  " 
to  be  your  own  boss  ' 
mattered  to  62%  of  the 
men,  but  to  just  48%  of 
the  women.  Women  con 

sistently  gave  person-  1 
al  goals  more  weight. 
A  smaller,  U.  S.  Tinst 
survey  of  top  women  business 
owners  turned  up  other  dis- 
parities, including  the  politi- 
cal gender  gap.  Example:  Only 
18%  of  these  high  earners — 
compared  to  63%  of  similar 
male  business  owners — think 
that  the  government  has  made 
things  "much  worse"  for  busi- 
ness lately. 

Why  are  these  women  in 
business  in  the  first  place? 
About  three-quarters  cited  the 
discrimination  prevailing  in 
the  corporate  world  as  their 
key  motivation,  agreeing  that 


t  h  e 
old-boy  net- 
work limits  corpo- 
rate success — in  pay,  pro- 
motion, and  just  plain  being 
taken  seriously. 

Women  even  have  different 
plans  for  their  business  lega- 
cy. A  Coopers  &  Lybrand 
survey  of  fast-growing,  fe- 
male-headed firms  found  59% 
of  women  plan  to  pass  the 
business  along  eventually  to 
a  close  family  member. 
Among  their  male  counter- 
parts at  similar  firms,  howev- 
er, only  about  22%  have  such 
plans. 


BIG  BANKS,  SMALL  LOANS 

Small-business  lending  by  the  biggest  bank  holding 
companies  is  up  17%  from  1994,  says  SBA  Office 
of  Advocacy  Chief  Counsel  Jere  Glover,  but  that's 
mostly  as  a  result  of  mergers  and  acquisitions.  Small 
local  banks  remain  the  friendliest  to  small  borrow- 
ers. For  t  he  Office  of  Advocacy's  state-by-state 
breakdown  of  every  commercial  bank  and  its  small- 
business  lending  record,  check  the  Internet  at 
http://www.sbaonline.gov/SmallBusinessLendingl995/ 
or  call  703  487-4650. 

THE  10  LARGEST  LENDERS  TO  SMALL  BUSINESS 


NATIONSBANK 


smmi-     ror/it  PE/fCE/vr** 

Bl/S/AfESS  DOMESr/C 
10MS*  JSSEES 

B/U/O/VS  B/U/O/l/S 


$3.42  $167.68 


2.0 


KEYCORP 


$3.07 


$64.63  4.7% 


BANC  ONE 


$2.9 


$87.89  3.3% 


FIRST  UNION 


$2.43 


$84.98  2.9% 


NORWEST 


$2.22 


$59.25  3.8% 


BANKAMERICA 


$2.10 


$175.79  1.2% 


SUNTRUST  BANKS  $1.65 


$43.45  3.8% 


WELLS  FARGO 


$1.56 


$49.61 


3.2% 


FLEET  FINANCIAL  GROUP  $1.53      $47.54  3.2% 
\  BOATMEN'S  BANCSHARES  $1.44     $33.00  4.4% 

\  'LOANS  UNDER  $250,000  "SMALL  BUSINESS  LOANS  AS  PERCENT  OF  TOTAL  DOMESTIC  ASSETS  1 
\  DATA:  SMALL  BUSINESS  ADMINISTRATION  OFFICE  OF  ADVOCACY,  1995  BANKING  STUDY 
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An  AS/400®  Advanced  Series  Solution 


is  using  Infinium™  software 
deliver  client/server  comput 
Behind  Gene  Berry  S  to  the  Roanoke  Valley 

success  in  transforming 
Shenandoah  Life 


and  insight  into  the 
insurance  needs  of  single- 
parent  families  there. 


He  was  also  the  first  to  see 
that  AS/400  Advanced  Series 
let  the  company  add  new  husiness 
without  adding  complexity. 


Even  an  80-year-old  company  has  to 
be  able  to  change  with  the  times.  So  to  keep 
from  being  overrun  by  neighboring  giants, 
Shenandoah  Life  stoked  out  some  new 
territory  of  its  own.  How?  By  focusing  on 
the  insurance  needs  o\  working  women  and 
single  mothers. 

tfter  careful  analysis  they  also  decided 
on  IS/ Km  4dvanced  Series  and  Infinium 
client/server  software  from  Software  2000. 

1/  hot  Gene  lilted  most  about  his 
IS/ loo  Idvanced  Series  was  thai  everything 
he  needed  -  operating  system,  communications 
anil  security  -  was  all  there,  in  one  flexible, 
integrated  package,  ind  at  a  real  sewings  over 
his  previous  system. 

In  Software  2000  he  also  found  the 
financial  tools  to  keep  his  business  growing, 
with  software  that  could  manage  the  entire 
operation  -  from  general  ledger  to  accounts 
payable  to  purchasing.  So  he  could  prm  iile 
better  service  to  all  his  clients,  both  young 
and  old,  alike. 

lb  fmd  out  more  about  how  Infinium* 
soft  wore  on   IS/ 100  4dvanced  Series  can 
improve  the  quality  of  life  in  your  company. 
<  <dl  us  at  I  800  IBM-3333,  ex  t.  I!  \OII.  Or  visit 
our  home  page  at  http://ivww.as  IOO.ibm.com 


qisleted  trademark  and  Inlinwm  15  a  liademark  01  Sottas  2000,  Ini  IBM  and  AS'40t)  are  registered 
:ions  (or  a  small  planet  is  a  trademark  ot  International  Business  Mar  tunes  Corporation  '  Intinium  is 
Software  2000  and  all  warranty,  set  vice  and  support  is  provided  by  Software  2000  Selection  ano  use  is 
isibilily  IBM  makes  no  representations  01  warcnities  leoanfino  non-IBM  products  For  more  rntormatiori 
Icall  1  800  725-7668.  or  visit  Itieir  home  page  at  tittp  //www  s2k  com  cf.wgsiBM  r-upnMiiori 
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YOU  DON'T  HAVE  TO  BE 
TED  TURNER  TO  MERGE 

Small  companies  can  also  reap  substantial  benefits  from  the  M&A  game 


Warren  Struhl,  a  33-year-old  en- 
trepreneur in  Secaucus,  N.J., 
had  made  a  big  success  of  his 
company,  which  supplies  spe- 
cialty papers  and  stationery  for  small 
businesses  to  use  in  desktop  publish- 
ing. But  his  success  was  creating  a  seri- 
ous problem.  Some  of  the  original  in- 
vestors in  his  five-year-old  company, 
PaperDirect  Inc.,  wanted  ACQUIS 

to  cash  out.  After  some   

searching,  he  found  an  investment  bank 
willing  to  buy  a  20%  stake.  But  then 
Deluxe  Corp.,  a  $1.8  billion  Minneapolis 
concern  that  prints  and  processes 
checks,  offered  him  more  than  $100  mil- 
lion for  the  entire  company.  "It  was  an 
offer  I  couldn't  refuse,"  Struhl  says.  In 
August,  190:-5,  he  paid  off  his  original 
investors  fiftyfold. 

Now,  Struhl  is  playing  the  acquisi- 
tion game  himself.  His  new  company, 
six-month-old  Genesis  Direct,  based  in 
Fort  Lee,  N.J.,  was  founded  as  a  con- 


ITIONS 


solidation  play  in  the  fragmented  catalog 
industry.  He  plans  to  buy  up  niche  cat- 
alogs with  sales  of  roughly  $10  million 
each  and  provide  them  with  efficient, 
centralized  operations  and  the  technolo- 
gy to  make  them  more  profitable.  Econ- 
omies of  scale,  such  as  paying  in  bulk 
for  paper  and  mailing,  will  also  improve 
the  bottom  line.  He  has  already  com- 
pleted one  acquisition  and 
has  15  more  under  way. 
Selling  PaperDirect  was  what  got  him 
interested  in  buying  other  companies. 
"The  fact  is,  it  was  intriguing  for  me  to 
be  involved  in  the  acquisition  process," 
says  Struhl.  "That  was  one  of  the 
sparks  that  ignited  me." 

Billion-dollar  megamergers,  such  as 
Time  Warner  and  Turner  Broadcasting 
System  or  Walt  Dis- 
ney and  Capital  Cit- 
ies/ABC, have  been 
making  headlines 
over  the  past  couple 


of  years.  Yet  there  is  an  equally  dram; 
ic  merger  wave  involving  thousands 
companies  a  mere  fraction  of  that  sh 
According  to  Mergerstat,  which  talli 
deal  information,  some  1,061  transa 
tions  of  $50  million  or  less  worth  $1? 
billion  were  conducted  in  1995,  vs.  7' 
in  1994  and  483  in  1991  worth  $6.2  b 
lion.  A  Coopers  &  Lybrand  survey  la 
summer  of  fast-growing  businesses  wi 
under  $50  million  in  sales  found  th 
nearly  half  are  planning  a  new  acqui: 
tion  in  the  next  three  years. 

Many  of  the  small-business  deals  a 
in  the  same  industries  as  the  megam€ 
gers,  such  as  banking,  health  care,  m 
dia,  computer  software,  and  telecomm 
nications.  But  much  of  the  actii 
involves  mom-and-pop  companies, 
surge  of  consolidations  has  transform 
such  traditionally  fragmented  industri 
as  waste  management,  funeral  serv: 
es,  auto  supplies,  and  video  stores. 
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Several  powerful  trends  have  been 
iving  both  large  and  small  deals:  A 
ible  economy,  low  interest  rates,  and 
ailable  credit.  One  of  the  most  irri- 
tant factors,  says  Michael  J.  Rolland, 
nanaging  director  responsible  for  mid- 
s-market mergers  and  acquisitions  at 
jrrill  Lynch  &  Co,  is  the  high  level  of 
ick  prices,  which  is  giving  owners  the 
lfidence  and  the  leverage  to  expand. 
SH  RICH.  The  buoyant  market  has 
in  especially  valuable  for  buyers,  as 
niel  A.  Potter,  chairman  of  Video  Up- 
le  in  St.  Paul,  Minn.,  will  attest.  He 
ik  his  company  public  with  only  15 
res  in  1994  when  he  saw  the  consoli- 
ion-wave  starting  to  hit  his  indus- 
'.  Potter  has  acquired  19  video-rental 
npanies  and  now  has  225  stores  in 
i  U.S.  and  Canada.  The  ability  to 
"chase  companies  for  stock,  "has  been 
ery  powerful  tool,"  he  says. 
Buyout  and  venture-capital  firms, 
ih  with  money  from  pension  funds 
1  other  institutional  sources,  are  also 
king  deals  happen.  Last  year,  buyout 
ns  raised  $14.1  billion,  more  than  six 
les  the  $2.2  billion  they  raised  in 
>0,  according  to  Private  Equity  Ana- 
t,  a  newsletter'  out  of  Wellesley,  Mass. 
lat's  the  rocket  fueling  this  activity," 
says  Ted  Stolberg,  a 
partner  at  Stolberg 
Partners,  a  small- 
company  investment 
firm  in  Denver. 


Owners  of  small  companies,  for  their 
part,  are  coming  to  realize  that  mer- 
gers and  buyouts  are  the  easiest  ways 
to  catapult  themselves  into  the  big 
leagues.  "It's  harder  to  be  independent 
than  it  was  20  years  ago,"  says  Carl 
Thoma,  a  principal  in  Golder  Thoma 
Cressey  &  Rauner,  a  private  equity  firm 
in  Chicago  that  buys  and  consolidates 
small  businesses.  Bulking  up  gives  com- 
panies more  clout  with  suppliers,  fills 
gaps  in  their-  core  businesses,  and  al- 
lows them  to  afford  new  technologies 
that  will  help  them  compete  locally  and 
globally.  In  a  period  when  it's  hard  for 
companies  to  improve  earnings  either 
by  raising  prices  or-  further-  slashing- 
costs,  an  acquisition  can  double  reve- 
nues virtually  overnight. 

The  net  result  of  this  activity  is  that, 
for  small  companies,  the  merger  game 
these  days  is  decidedly  a  sellers'  market. 
"This  is  probably  going  to  turn  out  to 
be  the  best  time  to  be  selling,"  says 
Stephen  P.  Galante,  editor  of  Private 
Equity  Analyst.  Adds  Thoma:  "A  num- 
ber of  years  ago,  there  really  wasn't 
anyone  to  sell  to.  Now,  somebody  will 
come  along  and  offer  you  a  sum  you 
never  dreamt  of." 

Pulling  off  a  good  deal,  though,  can 
be  a  highly  complex  undertaking. 
Among  the  many  considerations  are 
whether  the  buyer's  and  seller's  cul- 
tures will  mesh.  That  is  especially  im- 
portant in  such  industries  as  software, 
says  Maxwell  Stein- 
hardt,  president  of 
tms  Inc.  in  Stillwa- 
ter,   Okla.,  which 


sells  software  used  in  document  image 
processing  and  cd-rom  publishing  and 
which  recently  agreed  to  acquire  Se- 
quoia Data  in  B-urlingame,  Calif.,  a  mak- 
er of  complementary  software.  "We 
looked  at  a  bunch  of  companies  before 
we  got  this  deal  going,"  he  says.  "In 
the  software  business,  people  are  every- 
thing. You  really  need  to  click  very 
quickly  or  it  isn't  going  to  pay  off  for 
you  like  you  hope." 

SUITOR  AUCTION.  The  case  of  Plumley 
Cos.  in  Paris.  Tenn.,  is  a  particularly 
graphic  illustration  of  the  fact  that  deals 
involving  small  businesses  can  be  as  dif- 
ficult and  complex  as  the  megamergers. 
Michael  A.  Plumley,  chairman  and  ceo 
of  the  manufacturer  of  custom-molded 
rubber-  components,  mainly  for  the  auto 
industry,  took  over  the  company  from 
his  father  in  1987.  Since  then,  sales  have 
grown  from  $56  million  to  more  than 
$125  million.  He  needed  more  capacity 
to  expand,  plus  his  customers  were  ask- 
ing him  for  complete  engine  sealing, 
rather  than  just  rubber  gaskets.  "We 
had  a  tremendous  capital  crunch  for 
growth,"  says  Plumley.  To  take  the  busi- 
ness to  the  next  level,  he  wanted  to 
raise  more  capital.  But  two  of  his  broth- 
ers wanted  to  cash  out  to  pursue  other 
careers  rather  than  invest  more  in  the 
business. 

In  June,  1994,  Plumley  set  out  to  find 
a  partner.  "We  decided  to  see  if  we 
could  align  strategically  with  someone 
who  could  assist  us  capital-wise  as  well 
as  have  the  other  product  lines  we 
needed  to  do  total  engine  sealing."  He 
enlisted  Fur-man  Selz,  a  Wall  Street  in- 
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vestment  banking  firm.  The  firm  set  up 
a  competitive  bidding  process.  After  re- 
jecting more  than  a  dozen  suitors,  Plum- 
ley  decided  in  January,  1995,  to  sell  the 
business  for  stock  to  Toledo-based  Dana 
Corp.,  which  manufactures  a  variety  of 
automotive  components  and  industrial 
products.  Plumley's  two  brothers  got  li- 
quidity, and  the  company  got  tremen- 
dous financial  backing  and  the  new  prod- 
uct lines  it  needed  to  meet  its 
customers'  needs.  Plumley  and  a  re- 


maining brother  stayed  on  to  manage 
the  growth. 

But  while  he  is  happy  with  the  deal, 
Plumley  says  the  eight  months  it  took 
to  find  a  partner  and  put  the  acquisition 
together  were  tough.  "It's  a  grueling 
emotional  process,"  he  says.  "You're  sell- 
ing your  life  to  an  extent."  Even  after 
the  deal  closed,  he  says,  "the  emotional 
roller-coaster  has  not  ended,  and  we  did 
the  deal  a  year  ago."  While  he  is 
pleased  with  Dana,  he  says,  "after  being 


in  a  family  business  for  23  years,  yc 
don't  just  immediately  adjust  to  a  ne 
set  of  parents." 

Now,  Plumley  is  on  the  other  sid 
Last  December,  he  bought  Mohaw 
Plastics  Co.,  which  makes  molded  pla 
tics.  It  may  be  a  seller's  market  thes 
days.  But,  says  Plumley,  "it's  a  lot  moi 
fun  to  be  a  buyer." 

By  Amey  Stone,  with  David  Leoi 
hardt,  in  New  York  and  Wendy  Zel 
ner  in  Dallas 


CONVERTING  A  CRAPSHOOT  INTO  A  COUP 


Buying  a  business  can  be  exhilar- 
ating. Selling  a  business  is  often 
traumatic.  And  both  can  be  very 
frustrating.  These  emotions  tend  to 
complicate  things  when  you're  trying 
to  arrange  a  deal.  "Risks  in  an  ac- 
quisition all  come  from  one  thing:  a 
lack  of  maintaining  your  objectivity," 
says  James  E.  Schrager,  senior  lec- 
turer at  the  University  of  Chicago 
Graduate  School  of  Business. 

When  you're  selling  your  business, 
the  most  emotional  issue  is  likely  to 
be  whether  you  want  to  stay  in- 
volved after  the  sale,  or  at  least  re- 
tain a  stake.  The  vast  majority  of 
sellers  want  to  exit  the  business. 
This  is  the  best  strategy,  says  Susan 
E.  Pravda,  an  attorney  specializing 
in  mergers  and  acquisitions  with  the 
Boston  firm  Epstein  Becker  & 
Green.  She  warns  that  owners  who 
stay  on  "are  almost  always  unhappy. 
They  are  used  to  running  the  firm 
exactly  the  way  they  want  to.  The 
culture  of  the  firm  will  undoubtedly 
change,  and  they  won't  be  happy 
with  it." 

COAT  OF  PAINT?  While  mulling  this 
issue,  you  need  to  pursue  the  other 
steps  toward  a  successful  sale  as  dis- 
passionately as  possible.  First,  you'll 
need  to  consult  several  financial  ad- 
visers. If  you  want  to  have  a  com- 
petitive bidding  process,  retain  an 
investment  banker.  Many  won't  work 
with  companies  under  $20  million  in 
sales,  so  you  may  need  to  go  to  a 
smaller,  regional  firm  or  a  business 
broker.  Often  your  local  bank  or  ac- 
counting firm  can  help.  You  can  ex- 
pect the  cost  of  professional  advice 
to  run  between  2%  and  5%  of  the 
sale  price,  but  it  may  be  worth  it. 

Before  you  start  talking  to  buy- 
ers, find  out  how  much  your  busi- 


ness is  actually  worth,  then  make 
sure  you  portray  your  balance  sheet 
and  income  statement  in  the  best 
possible  light.  You  might  also  think 
about  reducing  excessive  salaries 
that  bloat  your  cost  structure.  Settle 
pending  litigation  and  other  potential 
roadblocks  to  com-  hhhh 
pleting  the  deal. 
Even  something  as 
simple  as  giving 
the  company's  of- 
fice a  fresh  coat  of 
paint  or  doing  some 
landscaping  can 
help  the  purchase 
price. 

Be  prepared  for 
a  lengthy  due-dili- 
gence process.  Re- 
solving tax,  legal, 
and  financial  ques- 
tions involving  the 
structure  of  the 
deal  can  be  more 
stressful  than  you 
expect. 

Take  advantage 
of  the  current  sell- 
er's market.  You 
may  have  several 
suitors,  which 
should  give  you 
bargaining  power 
to  negotiate  a  fa- 
vorable deal. 

From  the  buyer's  side  of  the  ta- 
ble, one  complication  can  be  the  eu- 
phoria that  typically  sets  in.  Often, 
the  exciting  atmosphere  of  dealmak- 
ing  leads  to  overpaying.  John 
Chuang,  president  of  Cambridge- 
based  MacTemps  Inc.,  a  temporary- 
placement  company,  admits  getting  a 
charge  from  the  frantic  phone  calls, 
high-pressure  ultimatums,  reams  of 
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VALUE 

BILLIONS 

BANKING  &  FINANCE 

$2.50 

COMPUTER  SOFTWARE. 
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0.96 
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0.77 

WHOLESALE  &  DISTRIBUTION 
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0.71 

&  EQUIPMENT 

BROADCASTING 

0.67 

RETAIL 

0.60 

'Transactions  under  $50  million  during  1995 
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documents,  and  investment  bankers 
rushing  from  room  to  room.  His  first 
acquisition  of  another  temporary- 
placement  outfit  reminded  him  of  the 
kind  of  high-stakes  dealmaking  he 
had  only  read  about  in  Barbarians 
at  the  Gate.  "You  have  to  know  at 
HMMHmi  what  point  you're 
just  going  to  walk 
away,"  Chuang 
says. 

It's  crucial  that 
your  acquisition  be 
part  of  a  carefully 
tooled  strategic 
plan.  Too  many 
buyers  seek  growth 
for  growth's  sake. 
Analyze  the  deal's 
long-term  pros- 
pects. Are  antici- 
pated synergies 
really  achievable? 
Will  projected  econ- 
omies of  scale  real- 
ly materialize?  Will 
the  two  cultures 
mesh? 

When  you  nego- 
tiate the  deal,  make 
sure  to  provide  in- 
centives for  key 
managers  to  stay 
on.  But  be  wary  if 
the  seller's  ceo  or 
owner  wants  to  continue  to  play  a 
major  role. 

Whether  you're  a  buyer  or  a  sell- 
er, you  need  to  resist  the  worry  that 
you  have  to  get  in  on  the  consolida- 
tion wave  as  soon  as  possible.  Before 
you  move,  says  University  of  Chica- 
go's Schrager,  "You  better  have  a 
strategy  that  works.  Big  is  not  par- 
ticularly better." 

By  Amey  Stone  in  New  York 
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ro  BE  YOUNG, 

SIFTED,  AND  GEEKY 

ichael  McCue:  From  computer  whiz  to  millionaire  at  28 


■  s  a  youngster,  Michael  McCue 
B  dreamed  of  becoming  a  space- 
M  shuttling  astronaut.  He  rushed  off 
■to  science  fairs,  built  cardboard 
jots,  and  even  created  a  spacecraft 
lulator  out  of  tinfoil,  paper,  and  mod- 
railroad  tracks.  "Everyone  thought  I 


The  young  entrepreneur,  moreover, 
engineered  the  estimated  $20  million 
sale  of  his  virtual-reality  software  outfit 
to  perhaps  the  hottest  company  in 
years,  Netscape  Communications  Corp. 
The  deal,  announced  on  Feb.  12,  in- 
stantly made  four  of  Paper's  dozen  em- 


is  a  little  crazy  be-  ENTREPRENEURS  ployees  millionaires — all 
ise  I  didn't  spend  a    from  a  company  that  has 


of  time  out  of  the  house,"  recalls 
:Cue.  "But  I  was  too  busy  building 
ngs  and  dreaming.  In  some  sense,  I 
night  I  was  training  to  become  an 
;ronaut." 

Now  a  lanky  and  boyishly  good-look- 
f  28,  McCue  is  truly  in  orbit.  As  chief 
scutive  officer  of  Paper  Software  Inc., 
has  just  become  a  multimillionaire 
selling  his  company,  located  above 
Indian  restaurant  and  a  New  Age 
okstore  in  Woodstock,  N.  Y. 


never  earned  a  penny  of  profit,  headed 
by  a  onetime  computer  geek  who  never 
went  to  college,  and  whose  oldest  em- 
ployee is  33. 

For  McCue,  the  journey  began  in  the 
first  grade  at  St.  Columbus'  Elemen- 
tary School  in  Hopewell  Junction,  N.  Y., 
when  he  penned  a  report  on  his  pas- 
sion to  become  an  astronaut.  Wide-eyed 
at  the  notion  of  walking  on  the  moon,  he 
later  became  so  captivated  by  the  Star 
Wars  hoopla  of  the  late  1970s  that  Mc- 


DREAMER:  His  pmt/muis  Irt  nsrrs 

"zoom"  through  information 

Cue  and  a  friend  fashioned  their 
own  four-foot-tall  version  of  R2D2, 
which  could  project  slide  images  on 
a  wall. 

As  a  freshman  at  Cornwall 
(N.Y.)  Central  High  School  in  1981, 
he  built  a  calculator  for  a  science 
fair  and  wrote  his  first  software 
program,  called  Shuttle  Flight,  on  a 
TI-99/4A  computer  that  belonged 
to  the  school's  computer  club.  His 
fascination  with  technology  turned 
into  an  obsession  when  his  father, 
who  ran  his  own  local  advertising 
agency,  developed  colon  cancer,  and 
Michael  needed  somewhere  to  es- 
cape from  the  turmoil  at  home. 
Within  a  year,  McCue  emerged  as 
the  leader  of  the  lab.  "I  ate,  drank, 
and  slept  computers,"  he  says.  "I 
became  a  total  computer  geek.  I'd 
sit  in  math  classes  with  a  pro- 
gramming book  hidden  inside  my 
math  textbook." 

In  his  junior  year,  McCue  au- 
thored his  third  computer  program, 
Night  Mission,  a  game  based  on 
President  Carter's  abortive  attempt  to 
rescue  hostages  by  helicopter  from  Iran. 
He  sold  it  to  a  distributor  for  a  25% 
royalty.  Yet  another  game,  Jungle  Jim, 
was  published  in  99er  Home  Computer 
magazine,  eliciting  a  pile  of  fan  mail 
from  across  the  country.  Deciding 
against  college,  he  worked  in  a  soft- 
ware store  after  graduation  before  land- 
ing a  temporary  job  at  IBM,  where  he 
created  computer  graphics  for  execu- 
tive presentations. 

IBM  didn't  permanently  hire  people 
without  college  degrees.  But  McCue  had 
other  ideas.  He  wrote  an  innovative 
computer  program,  Graphics  Manage- 
ment System,  that  soon  became  used 
internally  by  thousands  of  iBMers.  Es- 
tablished as  something  of  a  wonder  boy, 
he  landed  a  permanent  job.  But  he 
quickly  became  disillusioned  with  IBM's 
bureaucratic  culture  and  quit  in  late 
1989  after  a  3^-year  stint. 
KUNG  FU.  Captivated  by  the  vision  and 
idealism  of  Apple  founder  Steve  Jobs 
and  his  successor  John  Sculley,  the  high 
school  nerd  transformed  himself  into  a 
Jobs  wannabe.  He  went  to  Internation- 
al Toastmasters  to  improve  his  public- 
speaking.  He  began  taking  kung  fu 
lessons  to  gain  greater  confidence  and 
balance.  And  he  began  to  think  of  tech- 
nology as  a  means  to  something  else: 
"My  goal  is  to  create  the  next  medium 
for  human  expression,  communication, 
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and  thought,"  he  says  without  a  trace  of 
immodesty. 

In  his  worn  white  sneakers,  ripped 
jeans,  black  turtleneck,  and  a  faded  den- 
im jacket,  McCue  at  least  appears  to  be 
a  '90s  reincarnation  of  an  earlier  Jobs. 
He  gleefully  tosses  off  such  phrases  as 
"cool,"  "incredibly  awesome,"  and  "nifty." 
He  speaks  about  technology  with  a  per- 
petual smile  and  kinetic  energy.  "He 
conveys  excitement  similar  to  Jobs,"  says 
Danny  Rimer,  an  analyst  with  Ham- 
brecht  &  Quist.  "He  shows  a 
genuine  passion  for  what  the 
World  Wide  Web  can  provide." 

Like  Jobs,  he  launched  his 
company  in  the  garage  of  his 
mother's  house,  writing  a 
business  plan  for  a  software 
startup  that  failed  to  get  off 
the  ground  when  he  couldn't 
raise  any  money.  McCue  dug 
ditches  and  carried  shingles 
up  roofs  for  $250  a  week  until 
getting  a  more  lucrative  position  as  a 
computer  consultant  at  Merck  &  Co. — at 
$50  an  hour.  In  every  moment  of  spare 
time,  he  worked  on  a  new  product,  Side- 
Bar,  an  icon  bar  that  sat  on  the  side  of 
the  computer  screen  and  simplified  Mi- 
crosoft Corp.'s  first  version  of  Windows. 
He  packaged  the  product  in  a  glossy 
black  album  sleeve,  with  white  type 
that  simply  said:  "Intensely  Simple,"  a 
throwback  to  Jobs's  famous  "Insanely 
Great"  line.  McCue  also  spent  $10,000  on 
an  elegant  logo  for  the  company,  Paper 
Software. 

In  1991,  with  SideBar  in  hand,  he 
raised  $100,000  from  eight  investors — 
$15,000  from  the  parents  of  a  high 
school  friend.  But  instead  of  giving  them 
a  stake  in  his  company,  he  structured 
the  investments  as  loans  and  agreed  to 
pay  royalties  on  sales.  McCue  created 
1,000  copies  of  the  program,  hired  a 
public-relations  agent,  and  went  on  a 
press  tour.  Trade  newspapers  gave  him 
good  review.-.  Suit  -:iles  were  ;'-\v.  As 
luck  would  have  it,  however,  in  1993  he 
licensed  it  to  IBM  for  $250,000  and  later 
sold  the  marketing  rights  to  neither 
company  for  $500,000. 
FREE  OFFER.  He  quickly  paid  off  in 
vestors  and  sank  the  remaining  cash 

to  the  business.  McCue  set  up  in 
xlstock,  hiring  a  coterie  of  progra in- 
including  some  ex-iBMers,  who 
elp  him  carry  out  his  vision.  I  ri- 
sing overlapping  windows  and 
as  the  user  interface,  Mc- 
Cue envisioned  a  simulated  3-D  envi- 
snt  in  which  users  zoomed  in  and 
information.  "It  would  let  you  fly 
hrough  information,  zooming  down  to 
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the  tiniest  of  details  and  zooming  all 
the  way  up  to  see  how  these  things  re- 
late to  your  life,"  he  says.  "When  you 
start  dealing  with  massive  quantities  of 
data,  you  need  a  new  metaphor.  Zoom- 
ing got  to  it." 

By  mid-1995,  McCue  and  his  band 
had  their  first  major  product:  WebFX,  a 
program  that  enabled  a  user  to  display 
and  manipulate  3-D  objects  over  the 
World  Wide  Web.  The  software  let  de- 
velopers of  Web  pages  map  multiple 
layers  of  data  onto  a  3-D 
model  of  the  earth  so  users 
could  zoom  in  on  greater  de- 
tail. McCue  gave  out  the 
product  for  free  via  the  In- 


H  We  knew  [our  3-D 
software]  should  be 
part  of  the  Netscape 
Navigator.  They  wouldn't 
give  us  the  time  of  day. . . . 
So  I  carpet-bombed 
the  company  IV 

—  MICHAEL  McCUE,  Paper  Software 


ternet,  and  within  six  weeks,  more  than 
100,000  people  downloaded  it. 

No  less  crucial,  McCue  later  modi- 
fied the  product  so  it  could  be  easily 
plugged  into  Netscape's  software  for 
browsing  the  Web.  "We  didn't  do  3-D 
for  3-D's  sake,  but  to  improve  informa- 
tion management,"  says  McCue.  "So  we 
knew  it  should  be  a  part  of  Netscape 
Navigator.  That  is  what  separated  us 
from  the  pack  of  20  other  companies." 

Last  fall,  when  Netscape  released  an 
updated  version  of  its  Navigator  that 
allowed  for  plug-ins  by  other  developers, 
McCue  served  up  his  new  version  with 
in  a  week.  He  knew  that  to  succeed, 
the  company  had  to  grow  fast,  so  he 
thought  an  alliance  of  one  kind  or  an- 
other with  Netscape — the  dominant 
player  on  the  Web — was  critical.  Frus- 
trated by  his  inability  to  attract  the  at- 
tention of  Netscape  officials,  in  October 
he  sent  E-mail  messages  to  70  employ- 
ees there.  "They  wouldn't  give  us  the 
time  of  day,"  recalls  McCue.  "So  I  car- 
pet-bombed the  company.  I  wanted 
them  to  take  notice." 

His  strategy  worked,  allowing  him  to 
gain    the    ear    of   Alex  Edelstein, 


Netscape's  senior  product  manager  fo 
Navigator.  Edelstein  put  up  a  notice  fo 
the  software  on  Netscape's  opening  We 
page  in  early  November,  and  Pape 
Software  got  over  200,000  hits  in  les 
than  three  hours.  The  upshot:  By  givin 
away  its  product  to  nearly  3  millio 
users,  Paper  Software  became  a  hot  vit 
tual-reality  software  company.  Ventur 
capitalists  began  calling  up.  Analyst 
sat  up  and  took  notice. 
"SLIM  RESOURCES."  Finally,  in  early  De 
cember,  McCue  got  an  invitation  fror 
Netscape.  He  and  his  colleagues  stayei 
up  all  night  before  the  meeting,  writin 
new  code  to  "push  the  limits"  of  thei 
product  for  the  demo  the  following  dai 
"We  coded  our  guts  out  in 
hotel  room  in  San  Diego,  whil 
our  content  engineers  worke< 
through  the  night  in  Wood 
stock  to  send  us  stuff  via  th 
Internet,"  says  McCue. 

On  Dec.  16,  he  me 
Netscape's  Marc  Andreesser 
inventor  of  the  pioneering  Mc 
saic  software  for  browsing  th 
Web.  After  a  six-hour  discus 
sion,  Andreessen  was  so  in: 
pressed  by  McCue  and  hi 
product  that  he  suggested 
possible  acquisition.  It  took  ur 
til  midnight  on  Feb.  11  fo 
McCue  finally  to  sign  the  cor 
tract  to  sell.  "Mike  built 
really  excellent  company  wit 
slim  resources,"  says  Netscape's  Edel 
stein.  "His  3-D  technology  was  the  best 
but  what  excited  us  the  most  was  th 
chance  to  acquire  this  top-flight  group  c 
guys  who  were  eager  to  keep  workin 
and  who  shared  our  vision  for  wher 
the  Internet  is  going." 

Under  the  deal,  McCue  and  most  c 
Paper's  employees  will  move  t< 
Netscape's  headquarters  in  Mountaii 
View,  Calif.,  where  they  will  work  wit] 
the  company's  programmers.  Th 
prospect  of  working  alongside  An 
dreessen  thrills  McCue.  "Marc  is  like  ; 
hero  to  me,"  he  says.  Yet  he  felt  mixei 
emotions  when  he  signed  the  deal.  " 
hadn't  slept  in  three  or  four  days,"  say 
McCue,  who  negotiated  the  stock  dea 
with  Netscape  Chief  Financial  Office 
Peter  Kenney.  "My  emotions  were  mixe< 
because  I  wouldn't  head  up  a  eompan; 
anymore.  The  logo,  the  company  nami 
and  brand  will  go  away.  But  I  knew 
was  getting  an  excellent  deal.  I'll  b 
able  to  help  design  the  next  operating 
system  for  the  future."  McCue  may  no 
have  turned  out  to  be  an  astronaut,  bu 
he  seems  intent  on  flying  far  from  home 
By  John  A.  Byrne  in  Woodstock,  N.  1 
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CAN  TEDDY  BEARS 

COME  OUT  OF  THE  WOODS? 

Things  fell  apart  fast  for  Vermont  Teddy  Bear  after  its  big  IPO-but  it  may  be  on  the  mer 

Sortino,  44,  began  selling  handma 
stuffed  beare  on  the  streets  of  Burlingt 
15  years  ago.  Things  didn't  get  mu 
more  sophisticated  than  that  until  19' 
when  he  got  the  idea  of  hiring  radio  p> 
sonalities  Don  Imus  and  Howard  Ste 
to  hawk  "Bear  Grams"  to  their  N< 
York  listeners.  A  call  to  an  800  numt 
put  customers  through  to  "bear  coi 
selors,"  who  helped  them  choose  gi 
ranging  from  Santa  Bear  to  Balleri 
Bear  to  a  Gangster  of  Love  Bear — co 
plete  with  zoot  suit.  The  gimmi 
worked,  and  business  soared,  despite  t 
teddy  bears'  $60-plus  price  tags.  Wh 
the  company  went  public  in  Novemb 
1993,  its  shares  opened  at  10  in  ovi 
the-counter  trading  and  jumped  to  17 
one  day,  briefly  giving  Vermont  Ted 
Bear  a  market  value  of  $86  million. 
SPENDING  SPREE.  It  didn't  take  long  : 
things  to  spiral  out  of  control.  Bui 
says  that  after  the  stock  offering,  mi 
agement  spent  money  "like  a  kid  ir 
candy  store  going  crazy."  Says  Sortii 
who  walked  away  with  $600,000  in  de 
forgiveness  and  19%  of  the  stock: 
made  a  lot  of  mistakes." 

One  of  the  worst  was  to  use  $7  n 
lion  of  the  $10  million  in  ipo  proceeds 
build  a  new  corporate  headquarters  or 
57-acre  tract  in  Shelburne,  Vt.  Lo 
before  the  offices  were  completed  h 
July,  Vermont  Teddy  Bear's  stock  h 
slid  to  4,  where  it  has  languished  i 
the  past  year.  No  one  disputes  that  t 
company  needed  more  space,  but  Sor 
no  should  have  financed  the  headqu; 
ters  with  bank  debt  to  conserve  ca: 
Burns  says.  Sortino  n( 
agrees. 

Then,  there  was  the  : 
ventory  fiasco.  In  1994,  t 
company  stockpiled  $4  n 
lion  worth  of  ted< 
bears — an  increase  of  6? 
from  1993 — as  the  conn; 
ny's  sales  rose  only  20 
Sortino  was  banking  on 
big  surge  from  expand 
radio  ads  in  new  U. 
markets,  a  race-car-  spc 
sorship  tied  to  a  stuff 


TOY  STORY:  Burns's  cost-cutting  has  stemmed — but  not  eliminated 


red  ink 


■  t  was  every  entrepreneur's  dream. 
I  In  1990,  John  N.  Sortino  turned  an 
I  $80,000  business  selling  stuffed  bears 
I  from  a  pushcart  into  a  $1.7  million 
company  by  pitching  the  toys  on  the  ra- 
dio. His  promise  to  deliver-  cuddly,  Amer- 
ican-made bears  bv  next-dav  air  made 


rience  launch  a  successful  product — only 
to  stumble  once  the  business  outgrows 
its  kitchen-table  origins.  Sortino  came 
up  with  a  breakthrough  marketing  idea 
that  ignited  sales.  But  then,  he  expanded 
too  fast,  spent  too  much,  and  misjudged 
the  potential  of  new  markets,  according 


his  Vermont  Teddy  Bear- 
Co.  one  of  the  fastest- 
growing  small  businesses  in  the  coun- 
try. Three  year's  later-,  sales  rocketed  to 
$17  million.  When  Vermont  Teddy  Bear 
went  public  in  December,  1993,  Sortino 
reaped  $15  million  in  paper  profits. 

Then  last  year,  Vermont  Teddy  Bear- 
had  the  stuffing  knocked  out  of  it.  Bare- 
ly 18  months  after  raising  $10  million  in 
the  stock  offering,  the  company  was  los- 
ing $330,000  a  month  and  found  itself 
unable  to  pay  $2  million  in  debts.  After-  a 
boardroom  uprising  last  summer-,  new 
management,  led  by  R.  Patrick  Bums,  a 
former  marketing  executive  at  Walt  Dis- 
ney Co.  and  L.  L.  Bean  Inc.,  is  strag- 
gling to  rebuild  the  company. 

Vermont  Teddy  Bear  fell  into  that  fa- 
miliar- trap  for  entrepreneurial  compa- 
nies that  suddenly  take  off:  Founders 
with  a  great  idea  but  no  business  expe- 


HARD  LESSONS 


to  company  directors  and 
managers.  "They  were 
an  inexperienced  staff  and  didn't  have 
the  proper  cost  controls,"  says  director- 
James  A.  Mitarotonda,  chief  executive 
of  Barington  Capital  Group  in  Burlington, 
Vt.,  which  underwrote  Vermont  Teddy 
Bear's  public  offering. 


THE  STUFFING  GOMES  OUT 
OF  VERMONT  TEDDY  BEAR 


'90  '91  '92  -93 
A  MILLIONS  OF  DOLLARS 


'94    '95     "'90    '91    '92  '93 
A  MILLIONS  OF  DOLLARS 

DATA  COMPANY  REPORTS 


94  '95 


ENT  12  BUSINESS  WEEK  /  ENTERPRISE 


S*0  PEACES  J0>0»f  MMttD  OF. 


No  matter  what  you  ship  overseas,  no  one  gets  it  there  like  FedEx.  In  fact,  we  can  get  your  box  through  customs 
before  it  even  gets  to  customs,  So  it  gets  there  on  time  and  hassle  free.  So  the  next  time  you  need  to  ship,  whatever  you  need  to  ship, 
just  call  1-800-247-4747'  or  visit  us  at  http://www.fedex.com.  Hey,  we  didn't  become  the  world's  #1  express  shipper  by  being  picky. 


Federal  Express 


©  1996  Federal  Express  Corporation  "TDD:  1-800-238-4461.  Some  restrictions  apply.  See  FedEx  Service  Guide  for  details. 


ENTERPRISE 


bear  named  "Racer  Ted,"  and  a  test- 
marketing  foray  in  Britain.  One  big  prob- 
lem: Vermont  teddy  bears  sold  poorly 
outside  the  Northeast. 

Things  got  worse  fast.  While  sales 
went  sideways,  expenses  kept  rising. 
Losses  totaled  $2.4  million  in  the  first 
six  months  of  1995.  With  cash  reserves 
dwindling,  banks  refused  to  lend  more 
money.  Some  $2  million  in  debts  to  radio 
stations  and  building  contractors  went 
unpaid  for  more  than  90  days.  Finally,  a 
desperate  board  booted  Sortino  out  last 
June  and  signed  up  Burns  in  August. 
LOUSY  IDEA?  Under  Burns's  leadership, 
Vermont  Teddy  Bear  is  showing  signs  of 
coming  out  of  hibernation.  Since  last 
August,  he  has  slashed  the  workforce  by 
22%,  to  175,  mortgaged  the  headquar- 
ters for  $3.5  million,  and  obtained  bank 


Marketing 


credit  lines  of  $1.5  million.  Inventories 
are  down  37%,  and  the  company  is  cur- 
rent on  its  debt,  But  Vermont  Teddy 
Bear  is  not  out  of  the  woods  yet.  In 
the  December  quarter,  sales  dropped 
24%  below  their  level  a  year  earlier  be- 
cause a  cash  shortage  forced  cutbacks 
on  both  radio  ads  and  the  distribution  of 
a  catalog.  Burns  says.  Losses  totaled 
$177,000  for  the  period. 

Amarnath  Bhide,  a  professor  of  en- 
trepreneurship  at  Harvard  business 
school,  questions  whether  shareholders 
will  ever  see  a  profit  from  their  invest- 
ment in  Vermont  Teddy  Bear.  He  ar- 
gues that  the  company's  business  of  di- 
rect-marketing premium-priced  bears  is 
"not  sustainable"  because  the  market  is 
too  small,  and  that  developing  broader 
distribution  channels  would  be  too  ex- 


pensive. "This  [company]  was  never 
good  idea  to  begin  with,"  he  says. 

Not  surprisingly,  Bums  disagrees,  I 
says  Vermont  Teddy  Bear  will  sta 
making  money  again  later  this  year  ar 
estimates  sales  growth  of  at  least  5% 
10%  in  1997.  Bums's  plan  is  to  remal 
the  business  as  a  national  brand  usir 
The  Great  American  Teddy  Bear  as 
brand  name.  He  wants  to  open  ente 
tainment-oriented  stores  with  bear-stuJ 
ing  machines  that  will  make  bears  ( 
the  spot  for  waiting  customers  and  off 
branded  apparel,  too.  Already,  he  hi 
hired  an  architect  to  draw  up  plan 
But  don't  look  for  teddy  bear  boutiqui 
at  your  local  mall  anytime  soon.  Bun 
is  still  saving  up  for  the  $600,000  nee 
ed  to  build  the  first  store. 

By  Geoffrey  Smith  in  Shelburne,  \ 


BYE-BYE,  BEARS.  HELLO,  BIKES 


John  N.  Sortino 
blew  it  at  Vermont 
Teddy  Bear  Co. 
Now,  he's  trying  to 
prove  himself  with 
startup  No.  2:  Chicago 
Bicycle  Co.  "I  wanted 
to  start  a  company  and 
do  it  right  this  time," 
he  says. 

Once  again,  Sortino 
is  trying  to  carve  out  a 
niche  in  a  well-estab- 
lished market.  In  1994, 
while  still  running  Ver- 
mont Teddy  Bear,  he 
opened  a  factory  in 
downtown  Chicago  to 
make  old-fashioned- 
style  "cruisers" — bikes 
with  springy  seats,  up- 
right handlebars,  and  a 
cushy  ride.  His  idea:  to  sell  them  to 
aging  baby  boomers  the  same  way 
he  sold  teddy  bears — through  the 
mail.  "I  know  I  can  sell  as  many 
bikes  as  I  want,"  Sortino  boasts. 

But  Chicago  Bicycle,  with  head- 
quarti     in  Burlington,  Vt.,  is  still 
trying      p;et  its  sales  in  gear.  Last 
Septei/        du     g  a  month  of  test- 
marketi  i    thn     h  radio  ads  in  New 
York  Citj  it  re-.     -d  6,000  phone 
calls  but  few  ordei   for  the  bikes, 
which  start  at  750.    ales  for  the 
year  reachec  •  Tom  Stendahl, 

president  of  S  iwinn  cling  &  Fit- 
ness Inc.,  the  c  mtr       rgest  cruis- 


CHICAGO  BICYCLE'S  SORTINO 


er  maker,  questions  the  idea.  "In  this 
business,  you  need  personal  service," 
he  says.  "I  doubt  many  people  are 
going  to  want  to  buy  bikes  through 
the  mail."  Sortino  tries  to  solve  that 
problem  with  a  network  of  bicycle- 
savvy  college  students  who  deliver 
and  adjust  bikes  for  mail-order  cus- 
tomers. Concedes  Sortino:  "The 
weakest  part  of  Chicago  Bicycle  is 
direct  mail." 

Another  problem  is  stiff  competi- 
tion— and  Chicago  Bicycle's  steep 
prices.  Cruisers  have  been  hot  sellers 
for  the  past  two  years,  and  power- 
houses Schwinn,  Huffy,  Trek,  and  Gi- 


ant all  have  large  re- 
tail networks  selling 
their  versions  for  $150 
to  $350.  Florida  gro- 
cery stores  now  sell 
foreign-made  models 
for  under  $100. 
SCIENCE  PROJECT.  Still, 
Sortino  is  convinced  he 
has  another  hit.  "I've 
scientifically  worked  on 
every  piece  of  this 
business,"  he  says.  He 
plans  another  radio 
blitz  in  the  spring  and 
hopes  to  set  up  a  fac- 
tory and  dealer  net- 
work in  Europe  later 
this  year.  Sortino  says 
sales  will  inn  between 
lisin'?  $2  million  and  $3  mil- 

lion  this  year. 
Sortino,  who  is  talking  to  backers 
and  hopes  to  take  the  company  pub- 
lic in  three  years,  is  putting  his  own 
money  at  risk  this  time  around:  He 
has  more  than  $1  million  sunk  in 
Chicago  Bicycle  so  far.  Maybe  that's 
why  he  isn't  taking  any  more 
chances  on  his  management  exper- 
tise. He  has  already  hired  two  for- 
mer executives  from  bikemaker 
Cannondale  Corp.  in  Georgetown, 
Conn.,  as  chief  financial  officer  and 
head  of  European  operations,  and  he 
plans  to  hire  a  ceo  this  summer. 

By  Geoffrey  Smith  in 
Burlington,  Vt. 
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A.  LINCOLN 


Season  after  season,  come  what  may,  we've  protected 

GROWING  FAMILIES  FOR  OVER  90  YEARS. 


'6  Lincoln  National  Life  Insurance  Co  ,  fort  Wayne,  IN  46802 
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Government 


FISHING 

FOR  THE  SMALL-FRY  VOTE 

What  GOP  Presidential  hopefuls  are  offering  you 


When  it  comes  to  the  GOP  Presi- 
dential field,  Jerry  Harris  is  a 
torn  man.  Harris,  who  owns  a 
Phoenix  insurance  agency,  thinks  that 
Senate  Majority  Leader  Bob  Dole  (R- 
Kan.)  can  get  things  done  because  "he 
knows  the  system."  But  then  there's 
millionaire  magazine  publisher  Steve 
Forbes,  whose  outside-the-beltway  status 
and  calls  for  a  flat  tax  resonate  strongly 
with  Hanns.  He  finds  fiery  orator  Patrick 
J.  Buchanan's  concern  about  mmmmmm 
the  loss  of  U.  S.  jobs  to  for- 
eign competitors  equally  com- 
pelling. Then  again,  Former 
Tennessee  Governor  Lamar 
Alexander  also  intrigues  Har- 
ris because  "he  was  actually 
in  a  business." 

If  Harris  sounds  confused, 
he's  not  alone.  As  primary 
season  heats  up,  the  GOP  can- 
didates are  all  vying  for  the 
support  of  entrepreneurs. 
Small  business  employs 
roughly  50  million  people  in 
the  U.  S. — just  one  reason 
for  its  clout  with  pols.  But 
the  campaign  messages  over- 
lap, and  no  one  candidate 
has  yet  locked  up  the  small- 
business  vote. 

DOLE'S  EDGE.  It's  certainly 
not  for  lack  of  trying.  On  the 
stump,  Dole  regularly  trum- 
pets his  Congressional  track 
record  of  pushing  regulato- 
ry reform  and  tax  cuts — im- 
portant issues  to  small  busi- 
ness. Alexander  cites  his 
experience  as  co-founder  of  a 
child-care  company.  Forbes 
boasts  of  being  a  business- 
man "who  knows  what  it  means  to  meet 
a  payroll."  And  Buchanan  has  penned  a 
10-point  Small-Business  Bill  of  Rights, 
a  .  ailable  on  the  Internet.  "Every  candi- 
date is  making  an  effort  to  reach  out," 
-ays  John  Paul  Galles,  president  of  Na- 
tional  Small  Business  United. 

I  appears  to  have  the  edge — for 
now.  A  °cent  National  Small  Business 
United/*  nbc  poll  showed  Dole  leading 
his  op  rivals  with  27%  of  the  small- 
business  vote,  followed  by  Forbes  with 


18%.  Dole  owes  his  lead  largely  to  his 
legislative  record:  The  National  Federa- 
tion of  Independent  Businesses  figures 
Dole  has  voted  with  small  business  80% 


about  education  and  workforce  qualit; 
Many  like  Alexander's  calls  to  abolis 
the  Education  Dept.  and  give  parent 
greater  control  over  their  children's  ec 
ucation.  And  the  Tennesseean  says  hi 
plan  to  cut  capital-gains  taxes  woul 
create  "a  Niagara  Falls  of  new  jobs." 

Pat  Buchanan's  10-point  plan  outline 
reforms  such  as  a  moratorium  on  ne1 
regulations  and  protections  against  fri\ 
olous  lawsuits.  It  also  calls  for  elim 
nating  capital-gains  taxes  on  risk-capiti 
investments  in  startups,  and  for  endin 
inheritance  tax  on  family  businessei 
AMPAIGN  '96     While  these  positions  hav 


of  the  time  on  issues  such  as 

the  deductibility  of  health-     —  ""*-"_"_  "_'_T_V__J1J1    won  the  support  of  man 


care  costs  for  the  self-employed.  "He 
knows  the  game  and  he  knows  how  to 
play  it,"  says  Arthur  C.  Larrivee,  a  New 
Bedfoi'd  (Mass.)  real  estate  appraiser. 
Trouble  is.  Dole's  34  years  in  Wash- 


small  business  owners,  others  worr 
about  Buchanan's  trade  stance.  Sai 
Herscovici,  whose  Waterloo  (Iowa)  con 
pany  makes  gearboxes,  figures  a  thir 
of  his  sales  go  overseas.  He  warns  ths 


And  if  I'm  elected... 


BOB  DOLE 


•  Backs  cuts  in 
capital-gains 
taxes  to  stimulate 
small-business 
investment 
•Would  revamp 
U.S.  education  sys- 
tem, giving  more 
choice  to  parents, 
to  boost  job  skills 


•  Supports  major 
cuts  in  small-busi- 
ness regulation 

•  Advocates 
greater  protection 
from  estate  taxes 
for  family  busi- 
nesses passed 
from  one  genera- 
tion to  the  next 


PAT  BUCHANAN 


•Would  eliminate 
capital  gains  and 
estate  taxes  for  all 
businesses  plus  in- 
stitute a  17%  flat 
tax  on  income 
•Wants term  limits 
to  encourage  small- 
business  owners  to 
seek  federal  office 


•Promises  greater 
protection  for  U.S. 
small  business 
against  predatory 
foreign  competition 
•  Seeks  less  gov- 
ernment red  tape 
and  a  moratorium 
on  new  government 
regulations 


ington  also  work  against  him  with  some 
small-business  owners.  That's  where 
Forbes's  outsider  status  strikes  a  chord 
with  many  entrepreneurs,  who  have  em- 
braced the  publisher's  flat-tax  proposal 
as  a  way  of  simplifying  and  possibly 
lowering  their  tax  bill.  "In  1992,  we 
paid  more  to  accountants  than  we  paid 
in  taxes,"  says  Frank  W.  Goodnight, 
who  owns  a  commercial  printing  compa- 
ny in  Salisbury,  N.  C.  "That's  dumb." 
Small-business  owners  also  worry 


Buchanan's  protectionism  could  back 
fire.  "Isolationism  doesn't  work,"  th 
Romanian  immigrant  says.  "Our  econc 
my  would  collapse." 

Like  many  other  small-business  own 
ers,  Herscovici  wants  government  oi 
his  back.  But  with  all  the  gop  Presiden 
tial  wannabes  promising  to  do  just  that 
entrepreneurs  now  have  a  toughe: 
choice:  deciding  which  messenger  ha 
the  best  shot  at  pulling  it  off. 

By  Amy  Barrett  in  Washinytoi 
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"WordsWorlh  is  one  of  the  largest  bookstores  in  the  country. 
About  three  years  ago  we  started  experimenting  with  the  Internet. 
We  started  by  building  a  Web  site.  Today,  we  can  do  everything 
on  the  Web.  The  complete  process,  from  start  to  finish,  including 
j«l    taking  orders,  special  orders,  and  out-of-print 
JjjJk     searches,  can  all  be  done  on  the  Web. 

PSINet®  is  our  service  provider.  They  have  the 
_  name  recognition,  they're  worldwide, 

SANJ  KHARBANDA,  GENERAL  MANAGER 
WORDSWORTH  BOOKS 

"BOOKSELLING  IS  AN  ANCIENT  ART  THAT  HAS  COME  FULL 
CIRCLE  WITH  THE  INTERNET.  NOW,  OUR  CUSTOMERS  CAN 
SHOP  FOR  ANY  BOOK,  ANYTIME,  DAYOR  NIGHT." 

and  they  come  highly  recom-  < 
mended.  They  also  offer  a  nice 
range  of  products.  We  do  all 
our  E-mail,  Telenet,  Gopher 
and  Web  through  PSINet's 
Interfrome®  service. 

We've  used  other  providers  in 
'past,  but  we  weren't  really 
appy  with  the  support  and 
service  we  were  getting.  For 
instance,  we'd  send  out  a  service 
call  or  E-mail  and  not  get  a 
response  for  a  day  or  two. 
I  can't  afford  to  shut  down  for 
two  days. 

The  response  I  get  from  PSINet 
for  any  inquiries  is  immediate. 
We  can  count  on  them  24  hours 
a  day,  7  days  a  week.  We're  a  24-hour  busir 
very  important. 

Bookselling  is  really  an  ancient  art.  And  now,  with  the  Internet, 
it  seems  to  be  coming  back  full  circle.  As  our  business  on  the  Net 
keeps  growing,  so  does  our  relationship  with  PSINet.  In  my 
book,  they're  the  best." 


PsiMet 

YOUR  INTERNET  BUSINESS  PARTNER 

Ready  to  get  connected?  Give  PSINet  a  call  today.  1  -800-827-74 

WordsWorthBookscanbefoundatwww.wordsworth.com.  .j'jjjgffijHH 


site:  www.psi.net 


andard 
•iver  airbag. 

\dge  is  the  only  full 
e  truck  manufacturer 
out  a  standard 
ver  airbag  in  every 


gle  truck  it  builds, 
of  course,  Dodge 
m  Van  comes  with 
|  With  such 
iication  to  safe 
no  wonder  we 
•p  so  many  of 
\  customers. 


More  hard- 
working power. 

Ram  Van's 3. 9L 
Magnum®  V-6  engine 
gives  you  1 75  horse- 
power. What 's  more, 
two  Magnum  V-8s 
are  available-a  220- 
horsepower  5.2L, 
with  295  lb/ft  of 


torque,  and  a  230- 
horsepower  5.9L,  with 
330  lb/ft  of  torque. 

Standard 
anti-lock 
brakes. 

To  help  you  get  to 
work  safely.  Ram  Van 
is  equipped  with 
standard  rear-wheel 
or  available  four- 
wheel  anti-lock  brakes. 


WITHOUT  WITH 
ANTI-  4-VVHEEL 
LOCK  ANTI-LOCK 

BRAKES  BRAKES 


Measuring  Up. 

With  Dodge  Ram  Van, 
you  get  to  select  among 
three  body  lengths.  Not 
only  that,  Ram  Van 's 
maximum  payload  is  an 
impressive  4,270  lbs. 
And  its  maximum  towing 
capacity  is  9,000  lbs. 

We  stand  behind  our  work.  Ram  Van  is 

backed  by  our  Customer  One  Care'"  3 -year  or 
36,000-mile  bumper-to-bumper  warranty  and  3/36 
Roadside  Assistance.  There's  a  7 '-year/100, 000-mile 
outer  body  rust-through  warranty,  too." 


Solid  Value.  Your  Dodge  dealer  offers  a  Ram  Van  Tradesman  Package  that  includes 
many  of  the  options  you  look  for  in  a  work  van.  For  the  name  of  your  nearest  dealer,  or 
for  information  on  commercial  buyer  incentives,  call  1-800-WORK  RAM. 

'See  limited  warranties  and  restrictions  at  your  dealer.  Excludes  normal  maintenance  &  wear  items. 
Always  wear  your  seat  belt  for  a  fully  effective  airbag. 


merica's  Truck  Stop  wWf  The  New  Dodge 

*-       V  V  V      A  DIVISION  OF  THE  CHRYSLER  CORPORATION  C 
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FACE  TO  FACE  WITH  THE  IRS 

What's  Washington  doing  to  make  life  easier-or  harder-for  small  business? 


Small-business  owners  say  the 
government  agency  tfiat  most  af- 
fects their  lives  is  the  Internal 
Revenue  Service.  With  tax-filing 
season  under  way,  BUSINESS  week 
asked  Internal  Revenue  Commissioner 
Margaret  M.  Richardson  and  National 
Federation  of  Independent  Business 
President  S.  Jackson  Faris  to  address 
independeyii  contractors,  auditing,  and 
IRS  efforts  to  make  paging  taxes  easier 
for  small  businesses.  Washington  Cor- 
respondent Mike  McNamee  led  the 
discussion. 


Q:  Commissioner,  you've  paid 
a  lot  of  attention  to  small 


business — creating  the  Office  of  Small 

Business  Affairs  and  holding  town  meet- 
ings. WJiy? 

Richardson:  We  have  an  interest  ob- 
viously in  all  our  customers — large  busi- 
nesses and  individuals  and  small 
businesses.  For  an  awful  lot  of  people — 
individuals — the  tax  system  is  simple  and 
straightforward,  despite  what  we  hear. 
And  large  corporations  can  afford  tax 
assistance.  Unfortunately,  many  small 
businesses  have  to  obey  the  same  rules, 
keep  the  same  records,  as  large  busi- 
nesses. So  small  business  seems  a  natur- 
al place  to  focus  our  attention — to  see 


what  we  can  do  to  make  it  easier. 
Faris:  Small  businesses  are  caught  in 
the  middle.  People  have  to  understand 
that  a  small-business  owner  is  often  one 
person  who  comes  in  the  morning  and 
fills  in  for  whoever  doesn't  show  up. 
You  know,  for  every  $100  a  small  busi- 
ness pays  in  taxes — all  taxes,  not  just 
the  IRS — we  spend  $386  in  compliance. 
Richardson:  I'll  do  everything  I  can  to 
try  to  make  the  situation  simpler.  Most 
of  the  issues  that  were  addressed  at 
the  White  House  Conference  on  Small 
Business  require  legislative  changes. 
Deductibility  for  meals,  estate  tax  re- 
TAX  POLICY  f°rrn — those  are  issues  that 
we're  not  really  in  a  position 


to  do  anything  about. 

Q:  For  many  small  businesses,  one  of 
the  most  vexing  issues  is  liow  to  classify 
workers.  You've  paid  someone  to  work 
us  an  independent  contractor,  hut  the 
IRS  says  he  or  she  is  really  an  employee, 
so  you  owe  payroll  tax  and  have  to  with- 
hold income  taxes.  Congress  hasn't  writ- 
ten a  clear  definition  of  independent  eon- 
tractors.  What's  the  problem  heir? 
Faris:  Business  owners  say,  "Well,  I 
had  one  IRS  agent  tell  me  it  was  O.K. 
to  treat  my  workers  as  independent 
contractors,    and    then   two  years 


FARIS  &  RICHARDSON:  At  issue: 
Audits,  ambiguities,  and,  attitudes 

later  another  agent  says  it's  no 
Richardson:  The  rules  are  fairly  m 
set  out.  What  has  led  to  a  lot  of  conc< 
are  the  ambiguities  of  the  20  facte 
the  common-law  factors  [that  the 
uses  to  classify  workers].  From  an  ; 
ministrator's  standpoint,  it  would  be  b 
ter  to  have  an  objective  standard,  brij 
lines.  The  same  is  true  for  the  busim 
side — when  you  know  something  w 
certainty,  it  makes  it  a  lot  easier. 
Faris:  Right  now,  they  enforce  the  ml 
but  everybody's  fuzzy  on  the  rule. 
Richardson:  One  of  the  concerns  we 
heard  is  that  maybe  our  training  n 
terials  were  biased  against  agents  e^ 
classifying  anybody  as  a  contractor,  l 
recognizing  there  are  legitimate 
stances  when  people  aren't  employe 
I  undertook  to  review  the  materit 
We  will  be  issuing  revisions  [in  ea: 
March]  and  we  will  present  them 
you.  Jack,  for  your  comment.  Anotr 
program  that  we'll  be  implementi 
right  away  will  let  you  resolve  class 
cation  issues  on  appeal  very  quickly 
Where  we  are  caught  is  in  soi 
of  the  areas  where  the  nature  of  t 
work   Mid  the  way  the  people  a 
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The  Business  World 
Is  No  Puce  To  Conduct  Business. 

At  Embassy  Suites'-1  hotels,  you  won't  find  any  of  the  stress  and  pressures  of  the  office.  Instead,  you'll 
find  a  calm  atmosphere  with  plenty  of  comfortable  places  to  meet,  relax  and  focus  on  the  matters 


at  hand.  You  can  gather  in  a  private  meeting  room  or  in  your  own  spacious, 


two-room  suite.  Meet  over  complimentary  beverages*  at  our  evening 


reception.  Our  free,  cooked-to-order  breakfast  will  give  you  the  opportu- 


nity for  further  discussions.  Like  how  you  should  get  out  of 


the  office  more  often.  Embassy  Suites. 


100%  satisfaction  guaranteed.  Eor  reser- 


vations, call  1-800-Embassy  and  ask  for 


a  Group  Connection®  representative. 


1  Subject  to  state  and  local  laws.  •;•  1996,  Promus  Hotels.  Inc. 


EMBASSY 
SUITES9 

Twice  The  Hotel  " 
1-800-Embassy 

http://www.em  bassy-suites.com 
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used  has  changed  over  the  years. 
Faris:  The  fastest  growing  segment  of 
the  small  business  community  is  female, 
and  the  fastest  growing  part  of  that  is 
operating  out  of  their  home.  Fax  ma- 
chines, modems  are  changing  the  work 
environment.  So  what  happens  is  you've 
got  a  person  at  home  with  her  own 
computer  contracting  to  do  correspon- 
dence work — what  we  used  to  call  a 
secretary. 

Richardson:  One  of  the  things  we  did, 
Jack,  was  put  out  this  publication  for 
people  like  that,  called  Starting  a  Busi- 
ness cv  Keeping  Records.  This  is  really 
geared  for  new  business  owners  and 
particularly  those  who  might  own  a 
very  small  business. 

Q:  Representative  [Jon]  Christensen 
[R-Neb.J  has  a  bill  to  simplify  worker 
classification.  Does  that  work? 
Richardson:  The  biggest  concern  we 
have  about  that  bill  is  that  we'd  like  to 
have  very  clear,  bright-line  standards 
so  that  there  are  no  ambiguities.  And 
that  bill  does  not  address  that  concern. 

We  need  to  have  rules  that  don't  in- 
volve wholesale  reclassification.  Not  that 
everybody  has  to  be  an  employee,  but 
that  people  are  treated  alike.  I  think 
one  thing  we  need  to  do  is  sit  down  and 
talk  with  nfib  and  Treasury  to  really 
see  what  we  can  do  administratively. 
Faris:  Well,  I  think  eveiyone  who  has  a 
dog  in  this  fight  could  fit  around  this 
table  right  here. 

Q:  Besides  taxes,  many  other  rules  are 
tied  to  employee  status — benefits,  age 
discrimination,  overtime.  When  the  irs 


classifies  /corkers,  is  it  enforcing  those? 
Richardson:  No,  we  are  really  charged 
with  administering  the  tax  law,  and 
that's  it.  My  concern  is  that  people  are 
reporting  their  income  accurately.  What 
we  know  is,  where  you  have  withhold- 
ing, as  you  do  with  employees,  you  have 
much  higher  levels  of  compliance.  It  is 
virtually  99%.  Where  you  have  infor- 
mation reporting,  we  have  high  levels  of 
compliance.  It  is  where  you  have  neither 
that  compliance  drops  dramatically. 


Faris:  There's  an  assumption  that  if 
you're  an  independent  contractor,  you 
haven't  filed  your  taxes. 
Richardson:  Well,  take  the  construc- 
tion industry.  We  have  complaints  from 
people  who  pay  their  workers  as  em- 
ployees and  pay  the  benefits  that  come 
with  that.  And  they  are  at  a  competi- 
tive disadvantage  to  people  who  un- 
derbid them,  because  they  aren't  pay- 


ing the  benefits  that  go  with  employee 
status. 

Q:  The  General  Accounting  Office  sug- 
gests requiring  businesses  to  withhold 
taxes  on  contractors'  pay. 
Faris:  Here's  another  'let  the  entrepre- 
neur deal  with  it'  idea. 

Q:  Mr.  Faris,  does  the  IRS  have  an  atti- 
tude problem? 

Faris:  This  is  the  biggest  complaint  we 
get.  When  the  agent  comes  in,  the  atti- 
tude is,  'You're  guilty  and  the  only  ques- 
tion is,  just  how  guilty  and  how  much 
are  we  going  to  fine  you.'  Our  people 
end  up  writing  checks' for  $500,  $1,000, 
$2,000  when  they  don't  feel  like  they 
owe  it.  And  you  can't  win  because 


you're  guilty  until  proven  innocent. 
Richardson:  I  think  that  we've  gone  a 
long  way  in  terms  of  our  own  agents 
and  fairness.  I  think  that  sometimes 
this  is  overstated,  that  people  are  pre- 
sumed guilty  until  proved  otherwise. 
It's  certainly  not  company  policy. 
Faris:  That  is  something  the  Commis- 
sioner has  talked  about.  But  it  is  ex- 
tremely difficult  for  her,  from  her  office 
on  Constitution  Avenue,  to  get  the 
agent  in  Hendersonville,  Tennessee,  to 


go  into  a  small  business  with  1 
attitude  of,  'You're  an  honest  perso 
How  do  you  measure  the  success 
an  agent?  Do  you  measure  how  mi 
.he  helped  and  corrected  a  taxpayer, 
how  much  he  collected  in  fines? 
Richardson:  That's  a  major  challen 
The  reward  should  be  for  getting 
right  and  helping  taxpayers,  as  oppo; 
to  fines  and  penalty 


Q:.  We  hear  complaints  about  "lifest 
audits" — the  irs  calls  them  "econot 
reality  audits." 

Faris:  I  got  a  phone  call  from  a  frie 
He  said,  'Well,  Jack,  I'm  going  to 
you  a  copy  of  the  questions  the  irs  as 
"How  often  do  you  take  your  wife 
dinner?  Where  and  what  is  the  av 
age  price?  How  often  do  you  take 
car  to  a  car  wash?  Where  and  h 
much  does  it  cost?  Where  do  you  I 
clothes?  Where  do  you  go  on  vacatioi 
That's  just  going  too  far. 
Richardson:  We  have  one  audit  te 
nique,  we  call  it  looking  at  econoi 
reality.  It's  good  audit  standar 
whether  you  are  a  private  auditor  or 
our  business.  We  want  to  make  si 
that  we  have  an  accurate  reflection 
the  taxpayer's  income.  What  our  age 
have  been  instructed  to  do  is  look 
the  return  and  look  at  the  facts  i 
circumstances.  If  it  appears  that  th< 
may  be  underreported  income,  i 
some  questions  beyond  what  is  on  1 
face  of  the  return.  That  is  where  1 
economic  reality  technique  got 
name. 

Faris:  It's  the  level  of  intrusivene 
What  we  think  is  that  you're  spend: 
$100  to  collect  $10. 
Richardson:  I  think  we  are  trying 
make  sure  that  people  use  proper  au 
techniques.  I  can't  tell  you  that  sor 
body  doesn't  do  it  wrong.  But  we 
trying  to  make  sure  that  people  tai 
their  questions  to  the  situation. 

We're  also  trying  to  get  our  peo 
specialized  training,  so  they  can  audi 
gas  station  one  day,  a  bank  the  ne 
and  an  oil  company  the  next.  You  au 
them  differently.  So  we're  working  hs 
to  understand  various  market  segmer 


WAYS  AND  MEANNESS  11  When  the 
agent  comes  in,  the  attitude  is, 
'You're  guilty  and  how  much  are 
we  going  to  fine  you.'  And  you 

can't  win  J  7  -jack  faris 


WHO'S  BEING  UNFAIR?  li  I  think 
sometimes  this  is  overstated, 
that  people  are  presumed  guilty. 
It's  certainly  not  company 

policy         —  MARGARET  RICHARDSON 
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^My  Place  Of  Business  A\^s  Destroyed, 
But  JVty  B  u sin  ess  Wasn  t. 


[  thought  I  had  planned  lor 
ery thing.    These  are  the  words 
a  flood  victim — they  could  he 
mrs .  Thousands  ol  people  every 
ar  find  out  that  it  CAN 
ppen . 

Are  you  prepared  lor  a  flood? 
'id  you  know  you  don  t 
ive  to  he  close  to  water  to 
come  a  flood  victim?  Do  you 


Lve 


flood  1 


insurance: 


^e  cant 


rep 


You  need  to  know  the  answers 
to  these  questions.  Because  the 
terrilying  truth  is  that  floods  can 
happen  anywhere,  anytime.  Flood 
insurance  is  the  hest  way  to  protect 
yoursell  he  fore  the  flood  hits. 
Flood  damage  often  goes  way 
heyond  that  ol  structure  and  con- 
tents. Flood  damage  means 
rehuilding  costs,  pressure  on  credit 
lines,  loss  ol  savings,  out-of-work 


employees,  all  ol  which  could 
he  deadly  to  the  future  ol  your 
business . 

"You  can  protect  yoursell — 
through  the  National  Flood 
Insurance  Program .  Weh  ave  one 
mission:  to  help  you  get  hack  in 
business  as  soon  as  possible. For 
more  information ,  call  your 
insurance  company,  agent  or 
1-800-611-6123,  extension  80. 


ce  your  memories 


,but 


we  can 


hei 


l  build  new  ones.  s  * 

National  Flood  Insurance  Program     |h      \/\  A 
Administered  by  FEMA  I    JL>  J.Vl/~\ 
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TO  B-SCHOOL  OR 
NOT  TO  B-SCHOOL 

Entrepreneurs  find  contacts,  but  little  real-world  help 


One  evening  in  1994,  Stanford  Uni- 
versity mba  candidate  Ariel  Poler 
and  a  few  classmates  were  brain- 
storming for  an  Internet  market- 
ing project.  As  they  pondered  the  bur- 
geoning World  Wide  Web,  Poler's  idea 
was  born:  a  company  that  would  help 
lui.-ine.-ses  determine  who's  visiting  their 
Internet  home  pages  and  what  features 
they're  using.  By  graduation  time,  Poler 
was  president  of  Internet  Profiles  Corp. 


If  he  hadn't  attend- 
ed Stanford's  business 
school,  Poler  might  never  have  come  up 
with  the  idea.  He  certainly  wouldn't  have 
made  the  myriad  contacts  that  helped 
him  build  a  business  that  attracted  Dun 
&  Bradstreet  Corp.  as  an  investor.  But 
what  he  didn't  get  at  the  prestigious  B- 
school  is  at  least  as  significant:  a  course 
on  how  to  manage  the  daily  challenges  of 
a  startup,  from  setting  up  payroll  sys- 
tems to  hiring  temps.  Those  tilings  he 
learned  by  the  seat  of  his  pants.  "The 
company  would  be  in  similar 
shape  had  I  not  attended  a 
single  class,"  says  Poler,  who 
expects  his  San  Francisco 
company  to  break  even  by 
yearend. 

Many  would-be  entre- 
preneurs are  flocking  to 
business  school  in  the  hopes  of  flattening 
the  learning  curve.  But  the  stories  told 
by  budding  entrepreneurs  who  earned 
their  MBAs  provide  mixed  evidence  of 
success.  To  go  or  not  to  go?  The  an- 
swer depends  on  your  personal  expecta- 
tions. B-school  is  a  great  place  to  build  a 
network,  gain  some  valuable  tools,  and 
fine-tune  a  business  plan.  But  no  pro- 
gram is  going  to  teach  you  how  to  build 
a  business  from  scratch  or  juggle  tasks 
such  as  hiring  and  firing  people  and 
weathering  cash  crunches. 
BLOOD  AND  GUTS.  What's  more,  the  cost 
of  B-school  can  burden  the  entrepreneur 
and  the  new  enterprise  with  enormous 
debt.  Bottom  line:  If  you  have  the  time 
and  can  afford  the  average  $40,000  tu- 
ition bill,  B-school  can  make  you  a  sav- 
vier  entrepreneur.  But  if  your  parents 
aren't  footing  the  bill  and  debt  is  a  con- 


cern, entrepreneurs  are  probably  bet- 
ter off  learning  on  their  own. 

For  those  who  decide  to  give  B- 
school  a  try,  there  are  plenty  of  choices. 
Schools  are  responding  to  growing  de- 
mand and  rolling  out  more  entrepren- 
eurship  courses:  The  number  of  schools 
offering  at  least  one  such  course  has 
doubled  since  the  early  1980s,  to  about 
400.  But  business  schools  aren't  encour- 
aging mbas  to  launch  companies  upon 


OFF-THE-JOB  TRAINING 


graduation.  Instead, 

  they   SUggest  mbas 

rack  up  some  experience  in  a  desired  in- 
dustry first.  "We  teach  that  it  is  not 
wise  to  come  immediately  out  of  school 
and  start  a  business,"  says  Thomas  J. 
O'Malia,  director  of  the  entrepreneur- 
ship  program  at  the  University  of 
Southern  California's  B-school.  "A  small 
percentage  do  [start  then-  own  business- 
es], but  the  success  rate  is  much  lower." 

Those  who  venture  into  business  af- 
ter B-school  are  often  surprised  at  how 


Li  The  company  would  be  in  similar  shape  had  I  not 
attended  a  single  class.  J  J 

—  ARIEL  POLER  (Stanford)  At  an  Internet  Profiles  meeting  in  San  Francisco 


ill-prepared  they  are  for  the  harsh  real- 
ities. Professors  teach  how  to  manage 
an  existing  company,  not  how  to  build  a 
new  one.  It's  the  nitty-gritty  tasks  such 
as  putting  together  health  plans  and 
writing  employment  contracts  that  ulti- 
mately throw  newly  minted  mbas.  "The 
actual  process  of  operating  a  company  is 
not  something  for  me,  at  least,  that 
could  be  duplicated  through  any  class- 
room experience,"  says  Robert  J.  Jor- 
dan, president  of  Chicago-based  pub- 
lisher Red  Flash  Internet  and  a 
graduate  of  Northwestern  University's 
J.  L.  Kellogg  Graduate  School  of  Man- 
agement. Most  entrepreneurs  concur: 
B-school  did  not  prepare  them  for  the 
blood  and  guts  of  starting  a  business. 

Gregg  Lattennan  says  B-school  might 
have  even  extinguished  the  fire  that  got 
his  business  going  in  the  first  place.  He 


knows,  because  he's  now  juggling  a  f 
time  course  load  at  Kellogg  while  r 
ning  aware  Records,  a  small  comp; 
that  produces  cds  featuring  unsigned 
gional  rock  bands.  He  decided  to  go  b; 
to  school  for  the  credentials  after  he  , 
his  company  off  the  ground.  "If  I  t( 
the  business-school  approach,  there  is 
way  in  hell  I  would  have  done  it,"  s; 
Lattennan.  "They  can  teach  you  so 
useful  tools,  but  in  most  cases  you  hi 
to  throw  the  rules  out."  Latterman  sta 
ed  his  business  without  any  sort  of  fin 
cial  plan  or  in-depth  market  resear 
He  just  jumped  on  his  idea  quickly  e 
figured  out  the  rest  as  he  chugged  alo 
That's  hardly  the  B-school  way. 

Even  Lattennan,  though,  would  o 
cede  that  B-school  is  a  gold  mine  < if  n 
working  opportunities,  mbas  meet  pot 
tial  business  partners,  employees,  clier 
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i  investors  through  school.  Many  mbas 
11  call  former  professors  for  advice, 
I  some  profs  sit  on  their  boards.  It's 
o  a  place  to  meet  entrepreneurs, 
)ught  in  by  teachers,  and  hear  war 
Ties.  "So  many  of  these  entrepren- 
[■s  were  just  ordinary  people,  and  it 
id  of  demystified  the  process,"  says 


Jay  Check,  a  University  of  Cal- 
ifornia at  Los  Angeles  grad  and 
co-founder  of  Santa  Monica 
(Calif.)-based  Cape  Enterprises, 
which  makes  a  device  that  re- 
moves unwanted  ham 

Some  schools  also  help  raise 
capital  (though  the  most  com- 
mon way  is  still  through  friends 
and  family).  Some  host  business- 
plan  competitions,  judged  by  lo- 
cal entrepreneurs  and  venture 
capitalists,  that  award  small 
sums.  Babson  College  graduate 
Michael  A.  Healey,  for  example, 
was  two  weeks  late  paying  the 
first  month's  rent  on  his  new 
office  for  PC-Build  Upgrade 
Centers,  a  computer-hardware 
service  company  in  Needham, 
Mass.  The  school's  $3,000  Doug- 
lass prize  saved  his  lease.  Chica- 
go-based Jordan  received  $5,000 
from  Kellogg's  venture  fund. 
But  that  was  nothing  compared 
with  the  $150,000  he  got  from 
an  "angel"  who  sat  on  the  judg- 
ing panel. 

FREE  CRITIQUES.  An  enteipris- 
ing  duo  at  the  Wharton  School 
raised  about  $150,000  from 
classmates  for  their  invention. 
Brian  E.  Le  Gette  and  Ronald 
L.  Wilson  II  met  at  the  University  of 
Pennsylvania  and  designed  a  sleeker  ver- 
sion of  earmuffs.  By  the  start  of  their 
second  year,  they  had  a  prototype  for 
their  fleece-lined  product.  They  polled 
fellow  students  for  market  research  and 
generated  so  much  enthusiasm  that  oth- 
er students  approached  them  to  invest. 
The  money  helped  them  start  Gorgonz 
Group  Inc.,  a  Chicago-based  company 
that  markets  EarGear.  They  hope  to  be 
selling  $1.5  million  worth  by  April,  1997. 

It's  rare  that  classmates  make  out 
checks  to  support  a  new  business,  but 
plenty  are  willing  to  critique  a  business 


H  If  I  took  the  business- 
school  approach,  there's 
no  way  in  hell  I  would  have 
done  it.... You  have  to 
throw  the  rules  out.  J  J 

—  GREGG  LATTERMAN  (Northwestern) 
Founder  of  AWARE  Records  in  Evanston,  111. 


plan  for  free.  In  many  cases,  questions 
and  criticisms  from  fellow  students  and 
professors  are  among  the  most  valuable 
lessons  a  future  entrepreneur  learns  from 
school.  Healey  says  it's  easy  to  find  crit- 
ics at  B-school.  "There  are  lots  of  people 
who  shoot  holes  in  your  idea,  and  you 
need  that,"  he  says.  "To  shoot  a  hole  in  a 
piece  of  paper  doesn't  hurt  you." 

Sure,  you  can  make  B-school  pay  off 
for  your  new  business.  It's  just  a  ques- 
tion of  whether  it's  worth  shelling  out  the 
thousands  of  dollars  over  two  years — 
and  putting  your  burning  idea  on  hold. 
By  Lori  Bongiorno  in  New  York 


AN  YOU  LEARN  ENTREPRENEURSHIP  IN  SCHOOL? 


Some  MBA  programs  offer  small-business 
specialties.  Here's  a  sampling: 


CHOOL 

ABSON 
ARVARD 

CLA  (Anderson) 

INIVERSITY  OF 
ENNSYLVANIA  (Wharton) 

INIVERSITY  OF  SOUTHERN 
CALIFORNIA 

INIVERSITY  OF  TEXAS 

UTA:  BUSINESS  WEEK 


LOCATION 

Wellesley,  Mass. 
Boston 

Los  Angeles 

Philadelphia 

Los  Angeles 


ANNUAL 
TUITION* 

$20,000 
22,700 

16,658 

21,978 

18,596 


Austin  10,654 

*  FOR  NON-RESIDENTS 


HIGHLIGHTS 

Entrepreneurial  leadership  is  theme  of  first-year  program 

Makes  one  of  largest  investments  in  entrepreneurship 
research  and  course  development 

Entrepreneurship  Assn.  is  largest  student  club  at  school; 
hosts  a  variety  of  activities 

The  Snider  Entrepreneurial  Center's  ties  to  the  small-busi- 
ness community  create  opportunities  for  practical  experience 

Need  four  entrepreneurship  courses  for  a  major; 
mentors  available  to  help  students  with  business  plans 

Two  Moot  Corp.  competitions  per  year  award  money  to 
students  with  best  business  plans 
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MOBILE  OFFICES: 
WHEELS  OF  FORTONE? 

MOV's  high-tech  minivan  sounds  like  a  good  idea.  But  so  far,  sales  are  slow 


■  n  what  seems  like  another  era  en- 
I  tirely.  Charles  E.  Lippert  recalls 
I  setting  up  an  office  in  the  back  of  a 
I  mini-motor-home  in  the  early  1970s. 
At  that  time,  he  owned  a  chain  of 
drugstores  in  Michigan  towns.  His  sec- 
retary, "Smokey,"  drove  from  one  outlet 


to  another  while  he 
tended  to  paperwork  at 
a  desk  in  the  back. 

Rut  it  wasn't  until  1993  that  Lippert 
found  somebody  who  had  taken  the 
same  quirky  idea  and  really  ran  with  it. 
A  chance  meeting  with  an  affable 
dreamer  and  inventor  by  the  name  of 
George  Landry  put  the  entrepreneur 
into  the  business  of  selling  Landry's  mo- 
bile office  vehicle  (MO-V). 

It  sure  sounds  like  a  product  for  our 
times — a  hip  idea  for  today's  on-the- 
move  knowledge  worker  in  search  of  a 
truly  virtual,  truly  mobile  office.  It's  a 
$35,000  minivan  loaded  with  ergonomic 
furniture  and  high-tech  gadgetry  linked 
to  the  outside  world  by  cellular  com- 
munications. Lippert,  55,  foresees  a  siz- 
able market  for  offices-on-wheels — as 
more  companies  coax  employees  out  of 
office  towers  and  onto  the  road.  "This 
product  is  a  substitute  for  real  estate," 
says  Lippert,  chairman  of  Mobile  ( M'fice 
Vehicle  Inc.  (mov)  in  Zeeland,  Mich. 
"Many  people  can  work  much  more  ef- 
fectively out  of  a  mobile  office  than  in  a 
fixed  office  or  the  front  seat  of  their 
car.  There's  enormous  potential." 
"NO-BRAINER."  Like  many  an  entrepre- 
neur with  a  hot  idea,  however,  Lippert 
is  facing  a  classic  dilemma:  How  do  you 
turn  potential  into  reality?  It's  not 
enough  for  an  idea  to  be  good.  Entre- 
preneurs have  to  sell  it  to  others.  So  far, 
Lippert  is  having  a  bit  of  trouble  with 
that.  After  selling  25  mobile  offices  in 
1994,  his  first  full  year  of  operation,  he 
sold  75  in  1995 — far  short  of  his  goal 
of  1,000.  And  there's  no  chance  he'll 
meet  his  earlier  hopes  of  selling  5,000  to 
10,090  vans  in  1996.  So  privately  owned 
MOV  is  still  in  •  iie  red,  on  revenues  of 
about  $2  million.  Because  he  has  kept 
overhead  low,  however,  Lippert  can 
keep  mov  going  for  years. 


What's  the  hitch?  "The  paradigm 
shift  has  been  slow  to  occur,"  Lippert 
says  in  flawless  1990s  patois.  "To  me, 
the  product  is  a  no-brainer.  But  I  cannot 
understand  for  the  life  of  me  why  it's 
been  so  difficult  for  people  to  accept." 

Although  Lippert 's  faith  in  the  prod- 


ROAD  WARRIORS 


uct  is  as  strong  as  Bill 
Gates's  belief  in  Win- 
dows 95,  he  hardly  fits  the  image  of  a 
risk-taking  entrepreneurial  visionary. 
Son  of  an  appliance-store  owner,  he's  a 
conservative  Midwestemer — more  like 
someone  who  might  become  a  small- 
town pharmacist  because  it  seemed  to 
promise  a  comfortable  life. 

That's  exactly  what  Lippert  did  after 
graduating  from  Ferris  State  Univer- 


sity in  Big  Rapids,  Mich.,  in  1963.  1 
five  years,  he  compounded  liquids  ; 
made  ointments — until  buying  his  f 
drugstore,  in  Lowell,  Mich.,  on  his  2 
birthday  in  1968.  Using  money  b 
rowed  from  relatives  and  cashing  in 
own  stock-market  investments,  he  bej 
to  build  what  would  become  a  13-st 
pharmacy  chain  over  the  next  17  ye; 
It  was  during  this  time  that  Lipp 
began  using  a  25-foot  motor  home  w 
a  bolted-down  desk  and  a  chair  helc 
place  by  a  bungee  cord  to  make 
rounds  of  his  stores. 

After  selling  out  to  Rite  Aid  Corp 
1984,  Lippert  bought  out  of  bankiup 
a  $4  million  company  that  made  tal 
tops.  He  met  Landry,  the  inventor 


MO-v,  in  early  1993. 
dry's  notion  of  the 
iuct  was  generated 
his  own  epiphany: 
was  a  tool-machine 
sman  in  the  1980s 
m  he  slammed  on  his 
brakes  to  avoid  hit- 
a  child.  An  open  can 
)iet  Pepsi  spilled  over 
documents.  "I  said: 
;re's  got  to  be  a  better 
'  to  work  more  effi- 
tly  when  you  are  out 
he  road,' "  he  recalls, 
he  inventor  and  the 
•epreneur  collided  when 
dry  was  hoping  to  buy 
led  saw  from  Lippert  to 
the  desks  for  his  mobile 
:e.  "The  moment  I  saw 
prototype,  I  recognized  the  latent 
mtial  of  it,"  says  Lippert.  "I  said: 
w,  this  is  neat.  This  is  going  to  be 
ething.' " 

D  BATTERY.  He  leased  the  patent 
a  Landry,  hired  him  as  his  first  em- 
ee,  and  sank  $1  million  into  research 

development  before  creating  a  net- 
Is  of  partners  to  launch  the  prod- 

If  it  hasn't  speeded  the  move  to- 
d  the  virtual  workplace,  the  mo-v 
i  product  of  a  virtual  company, 
pert  buys  the  gutted  cargo  vans — 
usually  Chevy 


ENTHUSIASM 

"The  moment  I  saw 
the  prototype," 
Lippert  declares, 
"I  recognized  the 
latent  potential  of 
it.  I  said:  Wow,  this 
is  neat.  This  is  going  to  be  something' " 


Astros — for  $17,000  a  pop  from  General 
Motors  Corp.  and  then  sends  them  off 
to  subcontractors  who  convert  them  into 
mo-vs,  using  office  equipment  made  by 
10  other  suppliers.  With  just  six  em- 
ployees, Lippert  needs  to  sell  a  mere  10 
vans  a  month  to  break  even. 

The  first  one  was  sold  in  1994  to  Jef- 
frey S.  Brown,  a  New  Hampshire  agent 
manager  for  U.  S.  Cellular  Corp.  Now 
self-employed.  Brown  has  put  30,500 
miles  on  the  van.  "It  changed  the  way  I 
work,"  he  says.  "I  can  invite  clients  in, 
sit  down  with  them,  fax  their  orders  to 
the  office,  and  be  done  with  it."  His 


ONE  FOR  THE  ROAD:  A  very 
souped-up  Chevy  Astro 


biggest  beef:  The  battery  went  dead 
when  he  forgot  to  turn  off  his  fax  one 
night,  mov  has  since  added  a  backup. 

Finding  more  buyers  has  proved  a 
lot  harder.  "We  thought  there  were  6 
million  Jeff  Browns,  but  it  turns  out 
there  aren't,"  says  Dayna  Beal,  vice- 
president  for  operations.  "We  discov- 
ered we  have  to  create  the  market." 
driving  MR.  DOLE?  How  does  a  small- 
business  owner  with  limited  resources 
do  that?  For  one  thing,  Lippert  is  trying 
to  tighten  the  marketing  focus  to  em- 
phasize insurance  adjusters,  real  estate 
brokers,  and  sales  reps  who  are  already 
on  the  road.  St.  Paul  Fire  &  Marine  In- 
surance Co.  recently  bought  four  of  the 
vans  for  its  personal-insurance  reps.  "We 
are  trying  to  untether  them  from  an  of- 
fice," says  Richard  F.  Dryden,  a  St.  Paul 
manager.  "Once  they  leave  their  home  in 
the  morning,  they  can  stay  in  the  field 
all  day.  They  won't  have  to  run  to  the 
office  to  access  our  claims  system." 

Lippert  is  also  teaming  up  with  other 
companies  that  are  tiying  to  get  a  piece 
of  the  virtual  workplace.  When  McCaw 
Cellular  Communications  Inc.  launched  a 
more  efficient  cellular  network  for  high- 
speed transmission  of  data,  the  company 
paid  to  retrofit  two  vans  with  its  cellular 
equipment  and  sent  them  to  the  world's 
largest  computer  conference  to  show  off 
its  new  technology — and  mov's  product. 
mov  also  joined  Canon  Inc.  on  a  12-city 
virtual-office  van  tour  to  help  Canon 
promote  its  mobile  electronics.  The  com- 
pany did  the  same  with  AT&T  Global 
Business  Solutions. 

Also,  Lippert  has  used  his  contacts  to 
persuade  Senator  Bob  Dole  (R-Kan.)  to 
use  an  MO-v  for  his  Presidential  cam- 
paign. 'We  think  that  will  bring  us  some 
publicity,"  says  Lippert.  "It's  just  a  mat- 
ter of  people  trying  to  figure  out  how  it 
can  be  used."  It's  also  a  matter  of  Lip- 
pert convincing  them  it's  a  good  idea. 

By  John  A.  Byrne  in  Zeeland,  Mich. 
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FAXING 
TO  THE  MAX 


New  gear  can  turn  your  PC  into  a  power  tool  for  messages 


Are  E-mail,  the  Internet,  and  the 
World  Wide  Web  making  the  fax 
machine,  that  old  electro-mechan- 
ical workhorse  of  the  Information 
Age,  obsolete? 

Hardly.  While  the  PC  revolution  is  cer- 
tainly spawning  powerful  new  forms  of 
communications,  it's  also  making  faxing 
amazingly  easier,  more  economical,  and 
more  effective.  It's  not  just  that  fax  ma- 
chines are  getting  large  infusions  of  com- 
puter memoi-y  and  processing  power,  pes 
themselves  are  getting  substantially  bet- 
ter at  sending  and  receiving  faxes.  And 
any  business  that  sends  or  receives  more 
than  a  few  faxes  a  day  should  check  out 
the  latest  pc-based  fax  equipment — what 
the  trade  calls  enhanced  fax.  Many  of 
the  dozen  or  so  manufacturers  in  the 
business  are  aiming  new  gear  precisely 
at  small  businesses  (box). 
PAPER  CUTS.  The  basic  idea  is  that  by 
equipping  a  standard  PC  with  add-in 
hardware  and  software,  it  can  become  a 
powerful  fax  server — a  fax  machine  on 
steroids.  Like  the  fax  modems  that 
come  with  many  computers  today,  but 
with  much  greater  capacity,  the  fax 
server  lets  you  fax  documents  from  a  PC 
without  printing  them  on  paper  first — a 
big  time-saver. 


But  fax  servers  do  much  more.  Fax 
boards,  starting  at  around  $800,  are 
powerful  computers  within  a  computer. 
With  their  own  microprocessors,  memo- 
ry, and  high-speed  modem  chips,  they 
perform  all  of  the  nit-    CO  MM  UN 

ty-gritty  communication   

chores  that  make  faxing  work.  The  PC's 
processor,  meanwhile,  can  get  on  with 
higher-level  tasks,  such  as  preparing 
and  attaching  personalized  cover  letters 
to  a  newsletter  and  getting  copies  sent 
to  a  long  list  of  fax  numbers.  This  way, 
even  an  old  386-based  PC  with  a  few 

More  than  Just  the  Fax 

PC-based  fax  servers  can  help  a  small 
business  communicate  better  by: 

LAN  FAXING  Sends  and  receives  fax- 
es via  a  local  area  network 

FAX  BROADCASTING  Automatically 
sends  a  document  to  any  number  of 
recipients,  complete  with  personal- 
ized cover  letters 

FAX  ON  DEMAND  Lets  customers  dial 
in  for  automatic  delivery  of  product 
brochures,  menus,  or  other  documents 

DATA:  BUSINESS  WEEK 


server  boards  can  send  and  rec< 
dozens  of  faxes  per  hour. 

One  of  the  most  poweiful  and  pop 
uses  of  such  setups  is  "fax  on  dema: 
which  allows  people  to  dial  in  and  se 
documents  for  automatic  delivery 
their  fax  machines.  Documents  car 
anything  from  product  brochures  to 
ternal  sales  reports  and  memos  dire* 
to  workers  in  the  field.  An  Atlanta  c 
pany  called  Life-Fax  runs  a  fax-on 
mand  service  that  most  of  its  clie 
may  never  get  to  see  in  action:  ' 
company  stores  in  its  server  then  li\ 
wills  that,  when  the  time  comes,  doci 
can  have  faxed  to  them  anywhere 

'ATI ON S  ^e  wor^-  Life-Fax  ur 
'   clients  to  keep  its  can 

their  wallet,  so  its  number  is  alw 

handy. 

For  Thomas  M.  Jozwik,  president 
founder  of  Wikman  Publishing  Inc 
St.  Louis,  fax-on-demand  is  the  basi 
his  business.  His  486-based  PC,  equip 
with  a  1 -gigabyte  disk  chive  and  pluj 
cards  that  guide  callers  with  synt 
sized-speech  instructions,  runs  three  s 
arate  services.  Menu  Fax  sends  cal 
menus  from  any  of  about  135  a 
restaurants.  Business  Solutions  Bur 
provides  descriptions  of  the  servi 
available  from  local  consultants  and  a 
puter  specialists.  And  Computer  Si 
tions  Bureau  distributes  technical  d 
about  hardware  and  software  produ 

Callers  pay  nothing,  but  Jozwik 
lects  a  per-inquiry  fee  of  $2  from  e 
outfit  that  distributes  information 
his  server.  First-time  callers  regis 
for  a  personal  entry  code  by  provid 
their  name  and  other  information,  wl 
allows  Jozwik  to  send  his  clients  w 
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HEY,  WHY  CANT  I 
DO  THAT,  TOO?' 


;alls  "daily  love  reports" — fresh  sales 
Is,  essentially.  With  one  inbound  and 
i  outbound  phone  lines,  his  fax  serv- 
landles  about  600  calls  a  day. 
it  the  SmithKline  Employees  Fed- 
[  Credit  Union  in  Philadelphia,  a  fax 
/er  acts  as  an  "electronic  storeroom," 
ting  down  on  printing  costs.  The 
dit  union's  customers  can  dial  in 
and  the  clock  to  request  any  of  23 
uments  and  forms,  including  those 
ded  to  apply  for  loans  or  open  new 
)unts.  Tom  J.  Swierzy,  president  and 
i,  says  he  bought  the  system — a 
100,  self-contained  QuadraFax  server 
n  Brooktrout  Technology  Inc. — over 
telephone,  and  "we  installed  it  our- 
res."  Staffers  load  new  documents 
i  the  unit  either  by  faxing  them  to  it 
r  a  phone  line  or  by  sending  a  word- 
cessing  file  from  a  PC.  Usage  has 
n  a  little  slower  than  he  expected, 
rever:  "It's  the  kind  of  thing  where 
have  to  change  people's  thinking." 
HT  SHIFT.  Fax  servers  are  getting 
irter  every  day.  A  handy  feature 
t  has  become  standard:  the  ability 
collect  faxes  from  PCs  all  across  a 
work  and  send  them  at  night,  when 
ne  rates  are  lowest.  Some  units  can 
programmed  for  so-called  least-cost 
ting,  in  which  the  server  chooses 
n  a  menu  of  different  telephone  ser- 
is  depending  on  where  the  fax  is  go- 
Servers  can  create  virtual  fax  mail- 
es  for  each  person  on  a  network, 
■ing  their  faxes  until  they're  ready  to 
n  them — either  on-screen  or — most 
;n,  because  it  makes  reading  easi- 
-printed  on  paper.  There's  even  a 
duct,  from  Ibex,  that  lets  people  re- 
ive documents  from  a  Web  server 
lg  a  fax  modem.  The  system  auto- 
;ically  handles  the  translation  from 
Web's  peculiar  html  format. 
7he  payoffs  from  computer  faxing 
be  substantial.  Preparing  and  faxing 
itter,  say,  directly  from  your  PC  can 
e  as  little  as  a  10th  of  the  time 
ded  to  manually  print  and  fax  it. 
even  with  a  volume  of  only  10  faxes 
ay,  a  $3,000  server  setup  can  pay 
itself  in  months.  The  savings  corn- 
ed to  express  mail  delivery  can  be 
stantial,  too. 

5o  don't  give  up  on  faxing  just  be- 
se  the  Internet's  getting  all  the 
ss.  Richard  D.  Shockey,  president  of 
■software  maker  Nuntius  Corp.,  reck- 
that  95%  of  all  adult  workers  in 
U.  S.  have  easy  access  to  a  fax  ma- 
le— compared  to  only  a  few  million 
d  are  quickly  reachable  through  E- 
il  via  the  Internet.  Besides,  a  paper 
ument,  even  if  it  has  just  stuttered 
:h  from  an  old  fax  machine,  has  a 
ipelling  physical  presence  that  it  will 
e  a  long  time  for  E-mail  to  match. 
By  John  W.  Verity  in  New  York 


The  way  Maury  Kauffman  sees  it, 
credit  for  the  current  boom  in  of- 
fice PC  faxing  goes  largely  to  Sy- 
mantec Corp.'s  Delrina  Group. 
Kauffman,  a  consultant  on  faxing 
who  runs  the  Cherry  Hill  (N.  J.)- 
based  Kauffman  Group,  reckons  Del- 
rina has  shipped  more  than  12  mil- 
lion copies  of  its  consumer-oriented 
WinFax  software.  Used  with  any 
fax-modem,  it  lets  IBM-compatible 
PCs  send  and  receive  faxes.  "Now," 
says  Kaufmann,  "every  16-year-old 
is  sending  faxes  from  his  PC,  and  the 
parents  go  into  the  office  and  say, 
'Hey,  why  can't  I  do  that,  too?' " 

They  can,  but  they  shouldn't  trust 
serious  business  faxing  to  a  mere  PC- 
with-fax-modem  setup.  That's  be- 


Basic  Equipment 

Wfiat  you'll  need  to  get  started 
in  enhanced  faxing: 

PC  A  386-based  model  or  better,  with 
minimum  of  500  megabytes  disk  storage 

FAX  BOARD  Contains  a  microprocessor, 
memory,  and  one  or  more  modems 

VOICE  BOARD  Prompts  callers  to  use 
touchtone  keys  to  order  faxes  on  demand 

FAX  SOFTWARE  Available  in  several 
varieties,  generally  compatible  with  all 
fax  boards 

cause  with  a  fax  modem — whether  it 
costs  $50  or  $200 — the  PC's  main  pro- 
cessor quickly  gets  bogged  down  do- 
ing all  the  hard  work.  Even  a  costly 
Pentium-based  machine  may  not  be 
able  to  send  or  receive  more  than 
about  two  faxes  at  the  same  time.  A 
lot  of  faxes  will  fail  to  go  through  if 
you  have  to  rely  on  the  PC's  proces- 
sor, says  Peter  Davidson,  head  of 
Davidson  Consulting  in  Burbank, 
Calif.  Plus,  modems  can't  cope  with 
the  many  incompatibilities  that  still 
lurk  in  fax  communications,  especial- 
ly overseas. 

What  you  need  in  the  office,  then, 
is  more  sophisticated  fax-server 
hardware.  Companies  such  as  Brook- 
trout,  PureData,  and  the  GammaLink 
subsidiary  of  Dialogic  produce  fax 
boards  that  plug  into  IBM-compatible 
PCs  and  perform  all  sorts  of  tasks 
without  taxing  the  machine's  main 
processor.  These  boards  sell  for  any- 
where from  about  $750  to  $4,000,  de- 
pending on  their  processing  power, 


modem  speed,  and  the  number  of 
telephone  lines  they  can  service  at 
one  time. 

You'll  probably  want  to  buy  this 
gear  through  a  professional,  who  can 
help  you  set  up  your  fax  server  and 
connect  it  to  the  office  network.  The 
dealer  that  first  installed  your  net- 
work is  probably  the  best  bet;  fax 
servers  are  getting  to  be  familiar 
items  in  the  PC  networking  business. 
There's  a  wide  range  of  fax  software 
to  choose  from,  but  thanks  to  strong 
industry  standards  all  varieties  will 
work  with  just  about  all  server 
boards.  Suppliers  of  fax  software, 
which  is  priced  at  around  $800  per 
telephone  line,  include  Nuntius,  Ibex, 
and  Copia. 


If  you're  not  yet  running  a  net- 
work, a  self-contained  fax  server 
may  be  worth  looking  into.  There  are 
several  all-in-one  fax-server  packages 
coming  on  the  market  for  small  busi- 
nesses. For  instance,  Brooktrout 
Technology  Inc.'s  QuadraFax,  listing 
for  $3,995,  contains  its  own  PC  cir- 
cuitry and  can  answer  as  many  as 
300  fax-on-demand  calls  a  day.  With 
a  $595  software  add-on,  QuadraFax 
can  broadcast  personalized  faxes  to 
as  many  as  1,000  destinations.  And 
PureData  Ltd.  in  Richmond  Hill, 
Ont.,  has  a  $1,400  server-board  kit 
that  it  plans  to  sell  through  mail-or- 
der catalogs  and  the  Internet  Shop- 
ping Network,  an  electronic  mall. 
Used  with  a  $1,000  PC,  this  server- 
can  handle  as  many  as  30  fax  ses- 
sions an  hour. 

And  remember:  Once  you've  got  a 
fax  server  installed,  your  16-year-old 
will  probably  be  asking,  "Hey,  why 
can't  I  do  that,  too?" 

By  John  W.  Verity 
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Technology 


NO  STAFF,  GREAT  HOURS- 
JUST  A  MAN  AND  HIS  MACHINE 

How  a  headhunter  downsized  his  payroll  to  one 


Stanley  Herz  has  created  a  lean, 
mean  company  for  the  1990s.  It 
consists  solely  of  himself — and  his 
computers. 

Faced  with  a  slumping  business  dur- 
ing the  recession  of  1990-91,  he  fired  all 
seven  employees  of  his  executive-search 
firm  in  Stamford,  Conn.  Then,  he 
moved  the  business  to  a  small  office 
in  Somers,  N.  Y.,  a  few  miles  from  his 
house,  and  refocused  on  top  executives 
at  smaller  companies  rather  than  the 
shrinking  corps  of  middle  managers. 

He  now  wears  jeans  to  work,  choos- 
es his  own  hours,  and      «p  - 
says  profit  levels  are  ap- 
proaching those  of  the 
heady  1980s. 

His  secret?  The  huge 
amount  of  information 
he's  able  to  tap  into  on- 
line and  on  cd-roms. 

Finding  potential 
clients  or  job  candidates 
no  longer  requires  a  re- 
search staff  to  sift 
through  reference  books 
and  type  names  into  a 
computer.  It  takes  Herz 
just  a  few  hours  to  sort 
thousands  of  companies 
and  download  addresses 
and  the  names  of  execu- 
tives straight  into  a 
word-processing  program. 
And  it's  a  task  that  can 
be  done  at  any  time  of 
day  or  night.  "My  online 
services,  CD-ROM,  and  in- 
house  databases  don't 
know  it's  after  5,"  says 
Herz,  a  53-year-old  for- 
mer financial  manager  at 
Xerox  Corp.  who  retains 
his  Brooklyn  accent. 
WHOM  TO  RAID?  Herz  is  a 
living  example  of  how 
technology  can  hurt  em- 
ployment levels  but  boost 
efficiency.  He's  also  proof 
that  a  small-business  own- 
er using  a  few  relatively 
cheap  information  tools 
can  compete  with  much 
larger  firms.  As  with  the 


big  shops,  clients  pay  Stanley  Herz  & 
Co.  a  flat  fee  to  find  candidates  for  an 
executive  opening.  If  Herz  places  a  can- 
didate, he  also  gets  a  percentage  of  a 
sum  equal  to  the  person's  first-year 


(which  is  owned  by  business  wee 
parent,  The  McGraw-Hill  Compani 
These  programs  allow  him  and  his  1 
temps  to  sort  companies  by  indus 
size,  and  location  and  determine  wr 
ones  are  sensible  targets  for  eit 
raids  or  client  pitches.  "The  resu 
Herz  says,  "is  a  smaller  list  of  m 
likely  clients." 

NO  AVOIDING  ERRANDS.  He  also  uses 
line  services  and  a  research  firm 
Omaha  called  InfoAccess,  which  fa 
company  profiles  to  its  customers, 
run  through  financial  data  on  com 
nies.  If  Herz  is  on  the  phone  wit 
candidate  or  a  client,  he  oi 


salary— typically  30%.  DATABASES 

The  key,  then,  is  figuring    looks  up  information  while 


out  which  companies  he  should  raid 
and  which  candidates  he  should  target. 
He  relies  mainly  on  two  programs:  Di- 
rect Access,  a  Dun  &  Bradstreet  Corp. 
online  service,  and  the  Register  of  Cor- 
porations, Directors  and  Executives,  a 
cd-rom  from  Standard  &  Poor's  Corp. 


talks.  "I  get  the  sense  he  has  go 
database  of  thousands  of  people,"  s 
Paul  P.i'drin,  president  of  Allied  Slra 
Office  Products  in  Hasbrouck  Heigl 
N.J.,  and  a  client.  Another  plus,  s 
Bedrin:  "When  I  call  him,  I  know 
not  going  to  be  pushed  off  to  some 
nior  person." 

Technology  has  d> 
more  than  cure  Herz's 
ing  balance  sheet.  It 
changed  the  rest  of 
life,  too.  He  eats  luncr 
home  rather  than  in  bl 
downtown  Stamford  ; 
can  go  back  to  the  of 
after  dinner.  He  can 
on  call  for  an  emerge 
house  visit  from 
plumber  and  can  t; 
care  of  nagging  erra 
when  there  are  no  lii 
"Nothing  like  a  hairi 

PRIVATE  DINING:  Herz 
considers  lunch  at  ho, 
one  of  his  new  perks 


Information  at  Your  Fingertips 


PRODUCT/SERVICE 

DUN'S  DIRECT  ACCESS  An  online  service 
with  monthly  updates  of  corporate  and 
industry  profiles. 

REGISTER  OF  CORPORATIONS,  DIRECTORS 
&  EXECUTIVES  A  CD-ROM  set  profiling  55,000 
companies,  boards,  and  management. 

SELECTPH0NE  A  CD-ROM  phone  book  of  resident 
and  business  numbers. 

INFOACCESS  Provides,  via  phone  or  fax,  reports 
on  any  of  14  million  companies. 
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SUPPLIER/COST/PHONE 

Dun  &  Bradstreet 
Information  Services; 
$95/year  plus  costs 
800  624-5669 

Standard  &  Poor's; 
$995 

800  221-5277 

ProCD;  $99 
800  992-3766 

American  Business 
Information  Inc. 
$4.95/month,  $3/report 
800  808-4636 


dentist  visit,  or  oil  cha 
at  10:30  a.m.,"  he  says 
Those  are  just  the 
mediate  changes.  The 
one  could  come  in  a  ] 
years  if  he  and  his  v 
decide  to  move  South 
escape  the  snow.  H 
will  pack  up  his  ent 
business — that  is, 
computers,  model 
disks,  and  himself — ; 
pick  up  wherever  he 
off.  Not  bad  for  a  j 
who,  five  years  ago,  i 
commuting  an  hour  an 
half  every  day  to  pres 
over  a  dying  business. 
By  David  Leonha 
in  Somers,  hi 
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Deciphering  the  easiest  way  to  network  your 


Windows- based  PCs  will  require,  among  other 
things,  a  keen  sense  of  the  obvious. 


WINDOWS  NT  SERVER  IS  THE  SIMPLEST, 
MOST  PAINLESS  WAY  FOR  SMALL  BUSINESSES 
TO  NETWORK  WINDOWS-BASED  PCS. 


Many  business  decisions  require  large  amounts  of  careful  analysis,  research,  and  brain 
power.  Others  require  considerably  less. 

Take  the  issue  of  how  to  network  your  Windows-- based  PCs:  Windows  NT  "  Server 
operating  system  is  the  obvious  choice,  because  it's  Windows.  It's  so  perfect  for  growing 
companies  that  already  thousands  of  small  businesses  are  using  it. 

Why?  It  provides  safe  central  storage  of  your  files  and  runs  the  applications  that  run 
your  business.  Installation  can  take  less  than  an  hour,  and  Windows  NT  Server  is  smart 
enough  to  figure  out  what  hardware  you  already  have.  Windows  NT  Server  also  allows 
employees  working  out  of  the 


office  to  connect  to  your 
network  at  any  time,  from 
anywhere.  So  they  can  access 


Windows  NT 
Server 

NetWare 

Everything  you  need  in  one  box 

no 

Familiar  Windows  environment 

•J 

no 

Street  price  for  a  10- user  server* 

$999 

$1622 

information  and  files  just  like  they  were  at  their  desks.  And  with  built-in  support  for  the 
Internet,  your  company's  World  Wide  Web  page  will  be  up  and  running  in  no  time. 

In  case  you're  thinking  cost,  the  choice  is  just  as  clear.  Windows  NT  Server  costs 
one-third  less  than  NetWare.-  Windows  NT  Server.  Who  says  there  are  no  easy  answers  in 
business?  For  store  locations  and  seminar  information,  call  (800)60-S0URCE,  Dept.  A025. 


Microsoft 


WHERE   DO  YOU  WANT  TO   CO  TODAY' 


*  Based  on  a  market  survey  of  national  resellers.  ©1996  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  registered  trademarks  and 
Windows  NT  and  Where  do  you  want  to  go  today?  are  trademarks  of  Microsoft  Corporation.  NetWare  is  a  registered  trademark  of  Novell,  Incorporated. 
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At  Your  Service 


A  ZONING  NIGHTMARE 
ON  ELM  STREET 

Home  business?  The  neighbors  may  raise  hell 


Zoning  regulations  were  the  furthest 
thing  from  her  mind  when  Georgia 
Patrick  decided  to  move  her  media- 
consulting  business  from  Washington, 
D.  C,  into  a  barn  on  her  29-acre  parcel 
in  western  Maryland.  Her  husband  had 
been  running  his  land-conservation  busi- 
ness, Windstar  Wildlife  Institute,  out  of 
the  same  barn  for  years  without  any 
problems,  and  her  firm,  the  Communi- 
cators, had  only  one  assistant  working 
on-site.  The  rest  of  her  employees  were 
HOME  already  telecommuters. 
OFFICE       ^ne  nearest  residence 

  was  so  far  away,  she 

says,  "you'd  need  field  glasses"  to  see  it. 
She  didn't  expect  any  complaints. 

Yet  neighbors  did  complain,  saying 
they  just  didn't  want  a  business  in  the 
neighborhood — and  invoked  an  ordi- 
nance from  the  1950s  that  prohibits  a 
nonfarm  enterprise  from  operating  in 
an  agricultural  zone.  Patrick  eventually 
won  the  battle,  but  it  consumed  about 
two  years  of  her  life  and 
cost  'her  nearly  $300,000 
in  legal  fees  and  lost 
business. 

Whether  you  are  just 
establishing  your  home 
business  or  have  been 
operating  trouble-free 


Ways  to  Ward  Off 
Zoning  Problems 

•  Keep  the  lines  of 
communication  open  with 
neighbors  so  they'll  com- 


from  your  spare  room  ^_n0}the^i__     Edwards.  Before 


for  years,  you  should 
know  the  zoning  restric- 
tions that  apply  to  you. 
Most  towns  have  laws  on 
the  books  limiting  the 
scope  of  home  business- 
es, but  they  are  rarely 
enforced  until  the  neigh- 
bors start  demanding  ac- 
tion. "Once  the  neigh- 
borhood ignition  system 
is  lit,  you  are  really  in 
trouble,"  warns  Paul 
Edwards,  co-author  of 


•  Make  sure  neighbors 
see  the  security  benefits  of 
having  someone  at  home 
during  the  day. 

•  Use  a  mail-receiving 
service  to  reduce  the  num- 
ber of  delivery  trucks  on 
your  street. 

•  If  necessary,  rent  an 
office  part-time  as  a  place 
to  hold  meetings,  or  allow 
employees  to  work  from 
home 


lations  at  all,  and 
others  have  updat- 
ed their  laws.  But 
many  have  ordi- 
nances on  the  books 
to  prevent  business- 
es such  as  auto-re- 
pair shops  or  beauty 
salons  from  eroding  the 
residential  quality  of 
neighborhoods.  The  codes 
vary  widely,  but  they  generally 
prohibit  home  businesses  from  gener- 
ating traffic,  posting  signs,  using  on- 
street  parking,  hiring  more  than  one 
employee,  or  using  too  high  a  percent- 
age of  floor  space. 

Also  check  other  restrictions  that 
might  apply  to  where  you  live.  Planned 
communities  and  condominium  boards, 
for  example,  have  rules  that  are  fre- 
quently more  restrictive  than  local  zon- 
ing. They  may  even  prohibit  home 
businesses  altogether,  says  Cora 
Jordan,  author  of  Neigh- 
bor Law  (nolo  Press, 
$14.95).  Some  subdivi- 
sions establish  special 
covenants. 

"The  best  defense  is 
good  neighbor  relations 
before  you  start,"  says 
you 

launch  yoiu*  business,  tell 
neighbors  about  your 
plans  so  that  they'll  have 
an  idea  of  what  to  ex- 
pect, and  you  can  resolve 
concerns  early.  Explain 
how  having  someone 
home  diuing  the  day  will 
improve  security  for 
everyone.  Offering  to 
meet  neighbors'  repair 
people  or  fill  in  for  a  late 
babysitter,  for  example, 
can  really  boost  relations. 


Working   From    Home   _'   says  Rhonda  Abrams,  a 


(Tarcher/Putnam  Pub- 
lishing, $15.95). 

To  find  out  where  you 
stand,  visit  town  hall 
and  check  the  zoning 
map.  Some  municipalities 
don't  have  zoning  regu- 


•  If  there  is  a  complaint, 
seek  a  variance.  Demon- 
strate minimal  impact  and 
neighborhood  support  and 
you  may  win  one. 

DATA  BUSINESS  WEEK 


consultant  to  small  busi- 
nesses and  founder  of 
the  Idea  Cafe,  a  new  site 
on  the  World  Wide  Web 
for  entrepreneurs  (http:// 
www.up.ideacafe.com).  "If 
you  make  vourself  use- 


ful to  your  neighbors,  you  are  goinj 
have  an  ally,"  she  says. 

If  your  neighbors  find  your  busir 
intrusive,  there  may  be  ways  you 
minimize  its  impact.  Most  complai 
are  triggered  by  traffic,  noise,  and  1 
of  parking.  If  you  get  a  lot  of  deliver 
consider  using  a  mail-receiving  sen 
such  as  Mail  Boxes  Etc.,  says  Edwai 
If  necessary,  you  could  share  commer 
office  space  with  other  people  who  w 
predominantly  from  home  and  h 
meetings  or  receive  mail  there,  suggf 
Jordan. 

"TWILIGHT  ZONE."  Once  your  neighb 
complain  and  the  local  bureaucracy  ki 
in,  your  job  gets  tougher.  If  the  to 
gets  an  injunction  against  your  use 
the  home  for  a  business,  you  have 
comply  or  face  contempt  of  court.  Me 
time,  you  can  try  to  have  the  zon 
laws  changed.  Local  authorities  may 
amenable,  particularly  if  the  code  see 
outdated.  Having  neighbors'  support ' 
be  essential  to  your  cause.  You  also  n 
be  able  to  get  a  variance  if  you  i 
show  your  business  does  no  harm 
the  neighborhood  and  that  relocat 
would  deprive  you  of  your  liveliho 
says  Edwards. 

Ideally,  you  should  research  thi 
matters  before  you  begin  working  fr 
home.  If  you  are  relocating,  along  w 
checking  zoning,  make  sure  your  ne 
door  neighbor  isn't  the  kind  of  lo 
crank  who  constantly  brings  complai 
to  town  officials. 

The  fact  is,  most  towns'  zoning  co< 
are  in  conflict  with  home-based  ent 
preneurship  and  can  create  a  "twilij 
zone"  for  the  unwaiy.  With  care,  thou 
you  can  control  the  outcome. 

By  Amey  Sto)te  in  New  Y( 
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There's  still  time  left... 


GIVE  YOUR  BUSINESS 
ft  1995  TAX  BREAK 

✓  Reduce  taxable  income 
✓  Simple,  low-cost  administration 
✓  100%  no-load  funds 


Save  taxes,  save  costs,  save  time  with  a  T.  Rowe  Price  SEP-IRA.  A  complete,  yet 

simple,  small-business  retirement  plan  that  lets  owners  and  sole  proprietors  save  three  ways. 

1)  Save  on  1995  taxes  by  making  tax-deductible  contributions  up  to  15%  of  compensa- 
tion or  $22,500  per  participant  (whichever  is  lower).  Any  earnings  on  these  contributions 
compound  tax-deferred  until  withdrawn. 

2)  Save  on  management  expenses  too.  All  of  our  mutual  funds  are  no  load,  and  there  is  no 
account  maintenance  fee  as  long  as  the  balance  in  each  SEP-IRA  account  is  $5,000  or  more. 

3)  Save  time  setting  up  the  plan.  Administration  is  quick  and  easy,  and  no  annual  IRS 
filing  is  necessary.  It's  not  too  late  to  save  on  1995  taxes  with  a  T.  Rowe  Price  SEP-IRA. 
Call  today  for  your  free  kit. 


Call  for  a  free 
SEP-IRA  Information  Kit 
1-800-831-1298 


Invest  With  Confidence 

T.Roweftice 


your  tax-filing  deadline  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you 
st  or  send  monev.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  SEP029 1 1- 
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Wit's  End 


DRIVEN  BATS 


■/,  in  a  moment  of  entrepreneurial  fervor, 
I  you  are  even  considering  the  idea  of 
m  starting  a  business  that  involves  the 
transportation  of  bats,  you  might  just  make 
yourself  aware  of  Subpart  J  of  57  Federal 
Regulations  27108,  which  sets  Standards  for 
the  Humane  and  Healthful  Transport  of 
Wild  Mammals  and  Birds  to  the  United 
States.  The  regulations,  the  follow-up  to  a 
lawsuit  that  was  brought  against  the  U.  S. 
Interior  Dept.  for  its  failure  to  regulate  bat 
traffic,  were  promulgated  on  June  17,  1992. 
Tli esc  rules  have  drawn  some  high-pitched 
shrieks  from  the  reinventing-government 
types  in  the  White  House. 

"(b)  No  more  than  one  sloth,  bat,  or  flying 
lemur  (Cynocephalidae)  shall  be  transported 


in  a  primary  enclosure.  However,  a  mother 
and  her  nursing  young  being  transported  for 
medical  reasons,  an  established  male-female 
pair,  a  family  group,  a  pair  of  juvenile  ani- 
mals that  have  not  reached  puberty,  or  other 
small  groups  of  animals  that  have  been  ha- 
bitually housed  together  may  be  shipped  in 
the  same  primary  enclosure. 

(c)  A  primary  enclosure  used  to  transport 
sloths,  bats,  or  flying  lemurs  shall  be  large 
enough  to  ensure  that  each  animal  has  suffi- 
cient space  to  move  freely  and  in  a  normal 
manner  and  shall  have  a  wide  perch,  bar,  or 
mesh  of  suitable  strength  fitted  under  the 
top  of  the  enclosure  and  spaced  from  it  in 
such  a  way  that  the  animals  may  hang  from 
it  freely  in  a  natural  position." 


GOT  A  CANDIDATE  FOR  WIT'S  END?  Readers  should  send  ideas  to  Business  Week  Enterprise,  1221  Avenue  of  the  Americas, 
New  York,  N.Y.  10020,  fax  (212  512-4721),  America  Online  (readersbw),  or  Internet  (bwreader@mgh.com). 
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Get  Online  and 
get  In  Touch! 

Visit  Business  Week  Online's 

Small  Business  Center  on  America  Online 


Like  Enterprise,  Business  Week  Online's  Small  Business  Center  is  a  place  where 
small-business  owners  and  entrepreneurs  can  find  hard-to-get  news  and 
information  important  to  their  needs.  All  the  stories  and  Special  Reports  about 
small  business  that  have  appeared  in  Business  Week  since  January,  1994,  are 
available-including  Enterprise.  But  that's  just  the  beginning.  There's  plenty  more 
to  explore— and  to  do: 


ATTEND 


specially  scheduled  online  conferences  featuring  experienced 
entrepreneurs  who  can  answer  your  questions.  |  JUJJj  on  the 

message  boards.  Exchange  ideas  with  your  colleagues  and  find  out  what  works 
for  them,  and  what  doesn't.  I  I  easily  to  World  Wide  Web  sites  for 
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I  transcripts  of  past  online  conferences  about  small  business 
and  other  relevant  subjects.  |  |  with  the  people  who  create 

Enterprise.  I  I  Use  BW  Online's  Small  Business  Center  in 

the  way  that  works  best  for  you  and  your  business. 

From  the  Business  Week  Online  main  screen,  click  the  BW  Plus!  button, 
then  select  BW  Online's  Small  Business  Center  from  the  list  of  BW  Plus!  choices. 
Join  us  Monday,  Mar.  18,  at  5  p.m.  est  for  a  discussion  on  the  value  of  B-schools 


with  Business  Week's  ion  Bongiorno  and  guest  entrepreneurs 
See  you  online! 


A 

A  M  E  Rjl  C  A 


a  /v\  t  'yy-  " 


For  a  free  trial  diskette  including  10  free  hours  on  AOL, 
call  1-800-641-4848  and  mention  Business  Week. 
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1.  Would  you  say  the  editorial 
content  of  Enterprise  was: 

□  Excellent 

□  Very  Good 

□  Good 

□  Fair 
J  Poor 

J  Don't  Know 

2.  Did  you  find  Enterprise: 
(Check  all  that  apply) 

J  Comprehensive 
J  Concise 
J  Easy  to  read 

□  Informative 
_]  Insightful 

□  Interesting 

□  Pertinent  to  my 
business  needs 

□  Useful 

□  Well  Organized 

□  Other  

3.  Next  to  the  editorial  subjects 
listed  below,  please  check  those 
topics  which  you  would  like  to 
see  more  of  in  Enterprise: 

J  Benefits/Health  insurance/ 

Retirement  plans 
J  Business  equipment 

□  Business  finance 
J  Company  profiles 

_l  Computers  and/or  Software 

□  Economic  conditions 

J  Government  and  politics 

J  Industry  trends 

J  International  business 

□  Legal  issues 
J  Marketing 

J  People  profiles 
J  Personal  finance 
J  Regulatory  changes 

□  Tax  issues 

□  Women  in  business 

Thanks  for  your  time  and 
thoughts.  Your  cooperation 
is  very  much  appreciated. 
Please  fax  b:  <  this 
survey  to  516  >2. 


Would  you  please  tell  us  what  you  think  about  Enterprise? 
Just  fill  out  this  quick  one  page  "Fax-Back"  survey  and 
give  us  your  opinion.  Fax  it  to  516-935-4092.  If  you  do 
not  have  access  to  a  fax  machine,  you  can  mail  this 
survey  to:  Ms.  Patrice  Serret,  Business  Week  Enterprise, 
1221  Avenue  of  the  Americas,  40th  Floor,  New  York, 
New  York  10020. 


4.  How  did  you  acquire  this  copy 
of  Enterprise: 

□  In  Business  Week  issue 
J  From  Staples  store 

LI  From  business  associate, 
relative  or  friend 

□  Other  

5a.  Would  you  like  to  see  future 
issues  of  Enterprise? 

□  Yes     □  No 

5b.  If  yes,  how  many  issues  per 
year  would  you  like  to  see? 

□  2     Q4    U6  Q12 

5c.  Would  you  pay  a  modest  price 
for  a  subscription  to  Enterprise 
if  it  was  published  as  a  free- 
standing magazine  dedicated 
to  small  business? 

□  Yes     □  No 

6.  Please  put  your  age  in  the 
space  provided: 


7.  Are  you: 

□  Female 


LI  Male 


8.  What  is  the  highest  level  of 
education  you  have  attained? 

□  Some  High  School 

□  High  School  Graduate 

□  Some  College  (no  diploma) 

□  College  Graduate 

□  Some  Post  Graduate 

□  Graduate  Degree 

9.  Do  you  work  primarily 
from  your: 

J  Home 

□  Office 

10.  If  you  primarily  work  in  an 
office,  do  you  also  work 
for  your  job  at  home? 

□  Yes     □  No 


11.  If  yes,  how  often  do  you  work 
at  home  for  your  job? 

□  Often  (several  times  each  wee 

□  Frequently 

(at  least  once  per  week) 

□  Sometimes 

(two  to  four  times/month) 

□  Occasionally 

(Less  than  once  per  month) 

12.  Approximately  how  many 
employees  are  there  in 
your  entire  company? 

J  1  □  50-99 

□  2-4  □  100-499 

□  5-9  □  500-999 

□  10-24        □  1,000  or  more 

□  25-49 

13.  Please  indicate  if  you  have  ar 
of  the  equipment  listed  below 
in  your  home  or  office? 

Home  OJ 

Personal  Computers  □ 
(Desktop  or  Workstation) 

Personal  Computers  □ 
(Laptop  or  Portable) 

Modem  □ 

CD  Rom  Drive  □ 

Networking  Hardware/  □ 
Software 

Copiers/Duplicators  □ 

Facsimile/Tax  □ 

Typewriters  □ 

Cellular  phones  □ 

Pagers/beepers  J 

E-mail  system  J 

14.  Where  do  you  shop  for  your 
office  supplies? 

□  Staples 

J  Office  Depot 

□  Office  Max 
U  WalMart 

□  Wholesale/Warehouse  Club 

□  Local  Stationary  Store 

J  Other   
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HE  MAN  IN  THE 
IISK  DRIVER'S  SEAT 

lying  Conner  puts  Seagate's  Al  Shugart  squarely  on  top 


■  alk  to  Silicon  Valley  executives, 
and  they'll  tell  you  Seagate  Tech- 
nology ceo  Alan  F.  Shugart  is  one 
of  a  land — certainly  the  only  one 

)ng  them  running  his  pet  for  Con- 

3S.  "The  nation  is  going  to  the  dogs," 

igart  declares,  "and  I  don't  know 

it  else  to  do  about  it." 

le's  trying  to  get 

lest,  his  Bernese 

antain  dog,  on  the 

tot  to  give  dis- 

intled  voters  a 

y  to  vent  their 

lings.  There  are 

nest  buttons,  a 

lpaign  committee 

E,  for  Friends  of 

nest)  that  has 

3ed  $3,000,  and 

ss  releases — the 

ist  bemoaning  the 

gfighting"  among 

publican  candi- 
es. Shugart  even 

s  up  suppliers.  "I 

[  to  him  every  few 

eks  about  that 

nn  dog,"  laughs 

aptec  Chairman 

>n  G.  Adler,  who 

ghed  up  $500. 

Welcome  to  the 

)eat  world  of  Al 

igart,  the  comput- 

industry's  disk- 

ve  king.  At  65, 

3  at  his  zenith.  On 

3.  2,  he  acquired 

al  Conner  Peripherals  Inc.,  QUIRKY:  Shugart's 
king  Seagate  by  far  the  antics  include 
.  1  disk-drive  maker,  with  running  his  dog 
i  of  the  $25  billion  industry,  for  Congress 
from  19%.  The  deal  gives 


casts  a  tremendously  wide  shadow." 

Wide  and  growing.  The  merger  gives 
a  huge  boost  to  Shugart's  plan  to  trans- 
form Seagate,  already  blessed  with 
more  profits  and  cash  than  all  its  key 
rivals  combined,  into  a  diversified  "data 
technology  company."  Conner's  Arcada 
software  unit  should  boost  Seagate's 


igate,  already  dominant  in  worksta- 
i  and  mainframe  drives,  the  top  spot 
he  mammoth  PC  market,  from  which 
etreated  five  years  ago.  "Now  Al's  as 
in  disk  drives  as  Bill  Gates  is  in  soft- 
re,"  says  Albert  S.  Hoagland  of  the 
■titute  for  Information  Storage  Tech- 
ogy  at  Santa  Clara  University.  "He 


software  sales  to  nearly  $200 
million  this  year,  and  its  $235 
million  tape-drive  unit  makes 
Seagate  even  more  of  a  one- 
stop  shop  for  big  customers. 
Coupling  Conner's  parts-making  oper- 
ation with  Seagate's  growing  capacity — 
it's  spending  $950  million  on  expansion 
this  year,  up  from  $364  million  in  1995 — • 
means  the  company  will  be  less  depen- 
dent on  suppliers  for  scarce  components: 
It  will  be  a  supplier  itself.  Says  Larry  R. 
Hootnick,  former  ceo  of  drive  maker 


Maxtor  Corp.,  now  with  Mac  doner 
Power  Computing  Corp.:  "Nobody  has 
Seagate's  muscle." 

It's  the  capstone  of  a  remarkable 
career.  Shugart  joined  IBM  in  1951,  the 
day  after  he  finished  college.  Ten  years 
later  he  was  the  star  of  a  nascent  indus- 
try, leading  development  of  the  pre- 
cursor to  today's  hard  drives.  But  in 
1969,  weary  of  Big  Blue's  bureaucracy, 
he  left  for  Memorex  Corp.,  taking 
along  some  200  engineers.  Recalls 
James  N.  Porter,  a  market  analyst 
with  Disk/Trend  Inc.  who  worked  at 
Memorex  then:  "All  he  had  to  do  was 
raise  the  flag  to  get  people  to  work  with 
him."  When  Memorex  hit  the  skids  a 
few  years  later,  several  loyal  followers 
joined  in  launching  Shugart  Associates, 
which  would  pioneer  the  floppy  disk. 
Among  them:  Finis  F.  Conner,  who  had 
started  out  as  Shugart's  gofer  at  IBM. 


AL  SHUGART'S  BUMPY  RIDE 


At  IBM,  leads 
development  of  the  first 
modern  disk  drive 

!      ■  Moves  to  Memorex, 
taking  with  him  some  200 
IBM  engineers 

1972  Creates  Shugart 
Associates,  which  pioneers 
floppy-disk  market 

1974  Ousted  from  Shugart 
Associates;  opens  a  bar, 
buys  a  salmon-fishing  boat 

Starts  Seagate 
Technology  to  make  PC 
hard  drives 

1985  Protege  Finis  Conner 
leaves  to  launch  rival  Con- 
ner Peripherals 

1991  Wins  boardroom 
brawl  at  Seagate  and  ousts 
President  Tom  Mitchell 

1996  Seagate  buys  Conner 
Peripherals 


In  late  1974,  as  the  new  company  fell 
behind  in  developing  the  now-familiar 
floppy,  Shugart's  venture  backers  boot- 
ed him.  Nearly  broke,  he  moved  to  San- 
ta Cruz,  opened  a  bar  with  some  friends, 
and  bought  a  salmon-fishing  boat.  "I  had 
a  tough  time  meeting  my  Porsche  pay- 
ments," he  deadpans. 

His  luck  turned  in  1978,  when  Con- 
ner brought  him  the  idea  of  developing 
small  hard  drives  for  the  PCs  then  trick- 
ling to  market.  With  $1.5  million  in 
startup  capital,  Shugart,  Conner,  and 
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four  associates  formed  Seagate.  The 
company  caught  the  PC  wave  and  rode 
it  to  $344  million  in  revenues  by  1984. 

The  next  year,  amid  brutal  price 
wars,  the  honeymoon  ended.  While 
Shugart  insisted  on  making  drives  from 
scratch,  Conner  argued  that  buying 
parts  was  less  risky — and  soon  per- 
suaded Compaq  Computer  Corp.  to 
back  the  launch  of  Conner  Peripherals. 
That  company  rocketed  to  $113  million 
in  sales  its  first  year.  By  the  late  1980s, 
Conner  considered  buying  Seagate. 
"UP-FRONT  GUY."  Still,  the  gruff,  hard- 
driving  Shugart  stuck  to  his  guns.  Buy- 
ing Control  Data  Corp.'s  surging  Im- 
primis Technology  Inc.  in  1989  moved 
Seagate  into  more  profitable  mainframe 
drives.  In  1991,  after  a  brief  battle  for 
board  support,  Shugart  ousted  President 
David  "Tom"  Mitchell  to  focus  even  more 
closely  on  these  lucrative  markets.  When 
PC  demand  exploded  and  key  components 
grew  scarce,  companies  following  Con- 
ner's outsourcing  strategy  suffered;  every 
drive  maker  except  Seagate  lost  money 
in  1993.  Conner  was  planning  to  sell  his 
company  off  in  chunks  when  Seagate  ap- 
proached last  summer. 

This  year  Seagate,  including  Conner, 
is  expected  to  report  revenues  of  $9.2 


billion,  up  104%  for  the  year  ending 
June  30,  and  profits  could  surge  130%, 
to  $600  million.  Wall  Street  has  taken 
note.  While  rivals  trade  at  6  to  8  times 
earnings,  Seagate  trades  at  a  multiple 
of  10 — and  could  go  as  high  as  13,  says 

SEAGATE'S  UPWARD  DRIVE 


30 


SEAGATE 
TECHNOLOGY 
STOCK  PRICE 


FEB.  '95 
▲  DOLLARS 


MAR.  4,  '96 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


Robertson,  Stephens  &  Co.  analyst 
Jon  van  Bronkhorst.  Before  falling 
below  60  in  the  tech  sell-off  in  early 
March,  shares  hit  67'/k,  up  from  23  a 
year  earlier  (chart).  Van  Bronkhorst 
thinks  100  is  within  reach  next  year. 
While  Shugart  is  technically  astute, 


colleagues  credit  his  success  to  his  mi 
agerial  style,  a  deft  blend  of  taskmasl 
and  best  buddy.  He  demands  hard  wc 
but  also  understands  the  restorative  v 
ue  of  hard  play.  He  has  always  be 
famous  for  impromptu  "staff  meeting 
'at  local  bars.  These  days  it's  Malone 
known  as  "Building  13"  at  Seagate's  : 
building  campus  in  Scotts  Valley. 

Even  more  important  is  his  ability 
hire  the  right  people  at  the  right  tin 
then  win  their  loyalty  with  his  cand 
"He's  the  most  up-front  guy  I've  e\ 
worked  with,"  says  Vice-Preside 
Stephen  J.  Luczo,  whom  Shugart  lur 
from  Bear,  Stearns  &  Co.  to  build  t 
software  business.  Just  ask  fonr 
Vice-President  Robert  E.  Martell,  n< 
president  of  drive  maker  Avatar  S^ 
terns  Corp.  Days  after  demoting  him 
the  mid-1980s,  Shugart  offered  hin 
job  running  Seagate's  young  Eui 
pean  unit.  "Don't  answer  me  tonig 
but  keep  it  to  25  words  or  less  tom< 
row,"-  Martell  recalls  him  sayir 
Although  angry  at  first,  Martell  dec 
ed  overnight  that  Shugart  was  rig 
He  went  on  to  triple  sales  in  Euro 
within  a  year  and  returned  to  the  U 
in  a  better  position.  "I'd  do  almost  ai 
thing  Al  asked  me  to  do,"  he  says  tod 
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Put  our  toll-free 
service  to  work. 

Give  your  small  business  the  edge. 

Sprint's  Toil-Free  Service  is  the  easy,  inexpensive  way 
to  give  your  small  business  big  business  clout.  It's  how 
customers  can  reach  you  more  easily  to  place  more  orders. 

In  fact,  customers  are  more  likely  to  do  business 
with  a  company  offering  a  toll-free  number. 

What's  more,  it's  an  affordable  way  for  you  and  your 
employees  to  stay  in  touch  while  out  of  the  office.  It's  just 
$5  a  month  plus  Sprint's  great  low  flat  rates  for  each 
incoming  call. 

And  now  that  millions  of  toll-free  888  numbers  are 
available,  you  can  reserve  a  custom  toll-free  number 
everyone  will  remember. 


©1996  Sprint  Communications  Company  L  P 


[e's  not  alone,  in  part  because 
gart  balances  his  no-nonsense  style 
n  a  huge  appetite  for  fun.  He  and 
>nd  wife  Rita  go  on  twice-yearly 
jes  to  Las  Vegas,  where  Martell 
3  he  has  seen  Shugart  drop  $70,000 
one  blackjack  table  only  to  win 
3,000  at  the  next.  Shugart  relishes 

maverick  image.  He  shows  up 
ry where,  even  at  major  industry 
ferences,  in  his  trademark  short 
ves.  "I  don't  wear  a  tie,"  he  says, 
i  I'm  always  politically  incorrect — 

I  never  do  anything  unless  I  enjoy 
r  it  does  somebody  some  good." 
>GET  FREAK.  One  thing  he  enjoys  is 
oling  in  other  businesses.  He  owns  a 
rmet  restaurant  and  an  air  charter 
rice  in  Monterey,  and  he  funds  a 
lisher  of  quirky  books  that  tickle  his 
:y — such  as  75  Light  Bulb  Jokes. 
aw  many  feminists  does  it  take  to 
:w  in  a  light  bulb?  Answer:  That's 
funny")  A  gadget  freak,  he  owns  a 
ercraft  that  he  has  never  used,  and 
Pebble  Beach  home  has  more  than 
jhones — four  in  the  bedroom.  "We 
'  have  overdone  it  there,"  he  says. 
Jthough  no  shrinking  violet,  Shugart 

recently  been  getting  unwanted 
ntion.  Over  the  past  decade,  Seagate 

been  hit  with  three  class  actions 
ight  by  shareholder  lawyer  William 
Lerach,  who  accuses  Shugart  of 


insider  trading.  Seagate  settled  the 
first  for  $9  million  rather  than  litigate, 
won  the  second  pending  an  appeal,  and 
awaits  the  third.  Shugart  has  donated 
$255,000  to  support  tort  reform  initia- 
tives on  the  California  ballot  on  Mar.  26. 
In  response,  a  lawyers'  lobby  has  been 
running  TV  ads  in  which  savings  and  loan 
felon  Charles  H.  Keating  Jr.'s  mug 


OPPOSITES 


Now 

Shugart  must  blend 
the  two  corporate 
cultures:  Conner's 
marble-floored,  "Taj 
Mahal"  style  with 
the  down-to-earth 
ambiance  of  Seagate 

morphs  into  Shugart's  above  the  words: 
"Protect  yourself  from  the  next  Charles 
Keating."  But  Shugart,  who  has  sued  for 
libel,  may  get  the  last  laugh.  "I'm  not 
even  interested  in  the  money,"  he  says. 
"I'm  interested  in  a  personal  apology." 
He  got  the  last  laugh  in  his  rivalry 


with  Conner,  of  course.  While  both  men 
say  the  press  exaggerated  their  ani- 
mosity, Shugart's  strategy  was  vindi- 
cated. "Vertical  integration  was  Al's 
thing  from  the  beginning,  so  this  is  his 
crowning  achievement,"  says  Luczo. 
Says  Conner,  who  will  walk  away  with 
$9.5  million,  not  counting  his  stock:  "Of 
course  I  had  some  seller's  remorse,  but 
this  should  make  Seagate  the  premier 
storage  company  in  the  world." 

Now  Shugart  must  make  the  mar- 
riage work.  There  are  major  cultural  dif- 
ferences, as  the  companies'  headquarters 
suggest.  Conner's  marble-floored,  art- 
filled  office  is  known  as  the  Taj  Mahal, 
while  Seagate's  campus  is  unpretentious. 
Intent  on  having  the  blending  complete 
by  June,  Shugart  has  already  announced 
a  product  strategy  and  named  Conner 
execs  to  key  positions.  "They've  done  a 
good  job  merging  the  teams,"  says  one 
Conner  vice-president  who  was  not 
asked  to  stay.  "They've  got  a  power- 
house organization  coming  out  of  this." 

That  leaves  succession  as  the  next, 
most  obvious  question.  Preparing  for 
one  of  his  quarterly  swings  through  Sea- 
gate's 50  offices  worldwide,  from  Min- 
nesota to  Northern  Ireland  to  Malaysia, 
Shugart  dismisses  retirement.  "What 
would  I  do?"  he  asks.  "Travel?" 

By  Peter  Burrows 
in  Scotts  Valley,  Calif. 


And  leave 
the  risk  to  us. 

With  a  6  month  money-back  guarantee. 

There's  never  been  a  better  time  to  put  toll-free  to  work  for 
your  small  business.  Especially  with  Sprint's  risk-free,  money-back 
guarantee.*  If  our  toll-free  service  hasn't  made  a  difference  to 
your  business  in  just  6  months,  you'll  get  your  money  back, 
no  guestions  asked.  But  call  now  and  choose  your 
toll-free  number  today.  Only  from  Sprint  Business. 

And  don't  forget:  All  your  long-distance  calls 
are  free  on  Fridays  for  a  whole  year  with  Sprint's 
exciting  Fridays  Free**  small  business  offer. 

Call  Sprint  Business 

1800  477  1494 


www.sprint.com/toll-free 


Sprint 


We  Help  Business  Do  More  Business 

$1,000  per  month  refund  of  money  your  business  has  spenl  on  Sprint  toll-free  calls  Refund  available  at  customer  request,  anytime  during  the  first  6  months  of  service  Toll-free  number  reverts  back  to  Spnnt  at  no  extra  charge 
ige  only  $50  monthly  minimum  required  Certain  restrictions  apply  Intrastate  calling  where  available  Maximum  ol  $1,000  in  free  calling  per  month  Domestic  origination  only  for  free  calls  Limited-time  offer  Not  valid  with  any  other  offer 


How  Should  You 
Invest  Your  WS 
(You  Decide.) 


The  Right  Place  At 
The  Right  Time? 


THE  INS 


DE 


BUYER'S 
flottf  ALERT! 


SCOOP 

UY  NOW! 
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The  Right  Pte 
O^Time? 


Twentieth  Century's 

Growth  Equity  Funds 

Averoge  Annual  Total  Returns 

as  of  12/31/95- 

1  -Year  5-Year 

1 0-Year 

Life  of  Fund 

Growth    20.4%  14.8% 

Investors 

14.2% 

18.2% 

(6/30/71 J 1 

Ultra      37.7%  25.0% 

Investors 

19.8% 

17.8% 

111/2/81) 

Vista      46.1%  22.4% 

Investors 

17.1% 

14.3% 

(11/2.983) 

Seleq     22.7%  10.2% 

Investors 

11.8% 

16.5% 

(6/30/71 )3 

Heritage    26.7%  16.5% 

Investors 

16.0% 

(11/10/87) 

Past  performance  is  no  guarantee  of  future  results 

Chasing  the  hottest 
mutual  funds  might  be 
exciting — for  a  while.  But 
we  think  it's  better  to  focus 
on  funds  that  have  already 
established  a  strong,  long- 
term  record.  While  the 
past  doesn't  guarantee 


the  future,  we  believe 
Twentieth  Century's  growth 
funds  have  a  record  that 
speaks  for  itself.  Call  us 
toll  free  and  ask  about 
our  no-fee1,  no-load  IRA: 
1-800-345-2021.  We'll 
send  a  prospectus  with 


more  details,  including 
all  charges,  expenses  and 
minimums.  Please  read 
it  carefully  before  you 
invest.  Let  Twentieth 
Century  help  you  make 
the  most  of  your  strongest 
allies:  time  and  patience. 


M  1     I   I     \  I      I   I    \  l>  s 

1-800-345-2021 

http://networth.galt.com/twencent 


No-lee  IRA  available  with  a  combined  IRA  balance  of  $10,000  or  more. !  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Past  performance  is  no  guorcntee  of  future  results.  Investment  return  and 
principal  value  will  fluctuate,  and  redemption  vulue  may  be  moie  01  less  than  original  cost,  ;  Although  Select  and  Growth  were  started  on  October  31,1 958,  their  performance  for  the  peiiod  shown  corresponds  with  Twentieth  Century's 
implementation  of  its  current  investment  philosophy  and  practices  on  lune  30, 1 97 1 .  P.O.  Box  4 1 9200,  Kansas  City,  MO  64 1 4 1  -6200  ©1996  Twentieth  Century  Services,  Inc.,  Twentieth  Century  Securities,  Inc 
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TAKING 
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INANCIAL 
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TAKING 

OF  YOUR 

FINANCIAL 

FUTURE 

hen  it  comes  to  taking 
if  care  of  business,  the  mes- 
sage of  the  1990s  is  you're 
on  your  own.  Mom  and  dad  may 
be  there  for  you,  but  the  word  from 
employers  is  that  paternalism  is 
out.  The  company  may  pay  you 
well  while  you're  there,  but  they 
know,  and  you  know,  you  won't 
be  there  forever.  InWashington, 


too,  the  message  is  that  big  gov- 
ernment is  out  and  self-reliance 
is  back.  You  may  still  collect 
Social  Security  and  other  benefits, 
but  don't  expect  the  government 
to  support  you  very  handsomely. 

The  new  emphasis  on  taking 
care  of  number  one  can  be  a  two- 
edged  sword.  Those  who  capital- 
ize on  the  opportunities  it  presents 
can  do  very  well  in  this  environ- 
ment. However,  those  who  aren't 
eager  to  take  charge  of  their 
financial  future  had  better  beware. 

Personal  financial  decisions 
have  been  made  increasingly 
complicated  by  changes  in  both 
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the  financial  services  industry 
and  American  lifestyles.  There's 
been  an  explosion  in  the  range 
and  variety  of  financial  services 
available  to  help  you  achieve 
your  goals.  As  interest  rates  have 
fallen,  Americans  have  yanked 
billions  of  dollars  out  of  low  yield- 
ing bank  accounts  and  invested 
A   them  in  securities  markets.  Mutual 
fund  assets  have  climbed  from 
$500  billion  in  1985  to  some  $2.6 
!    trillion  today,  and  the  number  of 
!    mutual  funds  has  mushroomed 
;    to  more  than  7000,  far  exceeding 

the  number  of  stocks  listed  on 
I    the  New  York  Stock  Exchange. 
!    There  are  funds  that  invest  in 
|    virtually  every  financial  instru- 


ment and  every  market  around 
the  world.  "Mutual  funds  are  an 
ideal  vehicle  for  someone  who 
doesn't  have  the  portfolio  size 
or  expertise  to  choose  individual 
stocks  or  bonds,"  says  Joseph 
Healy,  vice-president  of  T.  Rowe 
Price  Associates. 

Commercial  banks  and  insur- 
ance companies  have  joined 
traditional  money  management 
firms  in  offering  arrays  of  mutu- 
al funds.  Meanwhile,  a  variety  of 
discount  brokerage  firms  have 
been  vying  to  serve  those  who 
want  to  invest  directly  in  secu- 
rities. And  insurance  policies 


A  now  come  in  dozens  of  new  vari 
;  eties  as  well. 

Last  year  made  investing  loo 
!'  easy:  The  Standard  &  Poor's  50 
!  Stock  Index  was  up  37.6%,  and 
j  the  average  bond  fund  had  a  tot; 
;   return  of  16.4%.  The  T.  Rowe 

Price  New  Horizons  Fund  rose 

a  smart  55.44%. 

But  who  knows  what  the  futui 
!   holds.  Many  believe  that  the 
\   U.S.  stock  market  always  does 

well  in  an  election  year.  But 

others  wonder  if  the  election 
!  campaign  may  end  up  produc- 
!   ing  a  flat  tax,  and  they  also  won 
\   der  how  the  debate  over  this 
]   new  tax  will  affect  investment 
!   markets.  More  fundamentally, 


the  stock  market's  price/earn- 
ings ratios  held  steady  at  17  lasi 
year,  but  that  is  well  above  the 
30  year  mean  of  14.3.  So,  the 
critical  questions  are  still  the 
same:  Will  the  markets  go  up  o 
down?  Should  you  buy  or  sell? 
And  through  which  vehicles? 

While  the  array  of  choices 
has  been  growing,  so  have  the 
variations  in  personal  financial 
needs.  Americans  are  getting 
married  later — and  divorced  mor 
frequently.  They're  having  fewe 
children  and  having  them  later 
in  life.  Mandatory  retirement  ha 
been  banned  in  many  fields,  so 


Mutual  funds  are  an  ideal  vehicle  lor  someone 
who  doesn't  have  the  portfolio  size  or 
expertise  to  choose  individual  stocks  or  bonds 


Schwab's  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can. 


attractive  returns  and  other  benefits, 
you  could  start  off  with  them  by 
giving  up  as 
much  as  6% 
of  your  prin- 
cipal. Even 
on  bad  days, 
the  Market 
is  rarely  off 
that  much.) 


Charles  R  Schwab. 
Committed  to  giving  you  control 
over  your  financial  goals 


Why  not  become  a 
Schwab  customer  yourself? 


Every  day,  thousands  of  new 
investors  turn  to  Schwab.  Why  not 
join  them?  We  think  you'll  find  it  an 


What  does  it  take  to  become  a 
successful  investor? 

While  many  would  have  you 
believe  that  it's  a  mystifying  process, 
we  at  Schwab  have  a  different  point 
of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  you're 
guided  by  a  few  basic  principles: 

•  Invest  for  the  long  term  rather  than 
the  quick  gain. 

•  Look  for  value  wherever  you  can 
find  it. 

•  Seek  out  balanced,  objective 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vested 
interest  in  the  financial  products 
they  sell  you. 

Investors  who  pay  less 
have  more  to  invest. 

Charles  Schwab  introduced  the 
concept  of  discount  brokerage  20 
years  ago,  and  we're  more  deter- 
mined than  ever  to  make  sure  that 


At  Schwab,  we  believe 
the  investor  should  think  intently 
and  spend  wisely. 

investors  enjoy  a  cost  advantage. 

So,  for  example,  a  product  like 
Schwab's  Mutual  Fund  OneSource* 
service  offers  over  350  funds  from 
many  of  America's  best-known 
mutual  fund  families.  And  every 
single  one  of  them  is  free  of 
loads  and  transaction  fees. 

(While  load  funds  can  offer 


altogether  demystifying  experience. 


An  Invaluable 

Investing 
Sourcebook: 
Yours  Free. 


To  receive  your  free  copy  of 
The  Essential  Investor,  visit  one  of  our  more 
than  200  offices  nationwide  or  phone: 

1-800-833-8633 


Charles  Schwab 


©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Membet  SIPC/NYSE  (3/96).  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaction  fee  will  be  charged  on  each 
redemption  ot  hand  shares  bought  with  no  transaction  tee  and  held  for  90  days  or  less.  Schwab  reserves  the  tight  to  assess  Schwab's  standatd  transaction  tees  in  the  futute  should  short-term  trading  become  excessive. 
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some  people  are  retiring  at  55 
and  others  are  still  working  at  70. 
In  order  to  make  the  choices  that 
are  right  for  you,  you  need  to 
develop  a  comprehensive,  ongo- 
ing financial  strategy.  According 
to  Jose  S.  Suquet,  executive 
vice-president  and  chief  agency 
officer  at  Kquitable  Life,  "The 
first  step  in  developing  a  finan- 
cial strategy  is  analyzing  your 
needs  and  clearly  defining  your 
goals  and  priorities." 

Moreover,  as  you  move  to 
each  new  station  in  life,  Suquet 
says,  "For  your  financial  strate- 
gy to  continue  to  support  the 
lifestyle  you  envision,  it  is  nec- 
essary to  evaluate  and  review 
your  profile  on  an  ongoing 
basis/'  Although  Americans  are 
increasingly  marching  to  their 
own  drummers  in  timing  their 
passages  into  new  stages  of  life, 
the  stages  remain  immutable.  Most 
of  us  will  get  our  first  job  and  first 
apartment,  then  get  married, 
raise  children,  save  for  retire- 
ment, and  then  retire.  Moving 
through  each  of  those  stages 
requires  responses  in  our  finan- 
cial planning  and  management. 


GENERATION  X: 

AT  THE  FINANCIAL  STARTING  GATE 

Everyone  tells  the  twenty- 
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something  crowd  how  great  it  is  A 
to  be  young.  But  it's  tough  get- 
ting started  in  real  life.  That 
fine  education  may  have  broad- 
ened your  mind,  but  it  may  also 
have  saddled  you  with  some 
big  debts  without  immediately 
opening  doors  to  high-paying 
jobs.  Still,  it's  a  crucial  time  to 
begin  the  discipline  of  financial 
planning.  However  modest  your 
personal  finances  may  be,  you 
need  to  think  about  the  three  big 
personal  finance  issues:  managing 
your  cash,  investing  your  money, 
and  insuring  against  risks. 

Cash  management  isn't  about 


card  is  also  a  safety  net  that  p 
vides  an  instant  loan  enabling 
them  to  handle  emergency  sii 
ations  quickly  and  easily." 

You  should  manage  your 
spending  in  order  to  build  up  a 
readily  available  rainy  day  fund 
equal  to  at  least  a  couple  of 
months  salary.  Then  you  shouk 
start  an  investment  program.  H 
you  say,  on  my  salary.  I  am  inve 
ing — in  Hugo  Boss  and  Anne 
Klein,  in  looking  good  and  feel 
ing  fine.  If  I  can't  be  wild  and 
crazy  now,  well  when? 

P  ine,  but  this  is  also  the  fir 
and  perhaps  last  time  in  life 


how  you  use  the  cash  in  your 
pocket  so  much  as  how  you  keep 
a  grip  on  your  overall  spending, 
and  credit  cards  can  play  a  critical 
role  in  that  process.  "In  addition 
to  providing  safe  and  convenient 
payments,"  notes  Carl  F.  Pascarella, 
president  and  CEO  of  Visa  U.S.A., 
"a  Visa  card  is  a  financial  man- 
agement tool  that  gives  consumers 
a  record  of  each  and  every  pur- 
chase, allowing  them  to  easily 
track  how  much  they're  spend- 
ing, when  and  where  they're 
spending  it,  and  what  they're 
spending  it  on."  Moreover,  he 
says,  "For  many  people  a  credit 


that  you're  completely  free  tc 
take  big  investment  risks  in 
pursuit  of  substantial  rewards 
"In  the  early  years  of  your 
investment  program,"  says  Di 
John  Alarkese,  president  of 
the  American  Association  of 
Individual  Investors,  "you 
have  a  substantial  demand  foi 
growth  in  your  portfolio  and  1 
tie  demand  for  current  income 
and  you  have  a  high-risk  toler 
ance."  This  is  the  time  to  tool 
for  aggressive  growth  stocks, 
international  investments,  junk 
bonds,  or  other  high-risk/high- 
return  securities.  Over  the  long 


s  not  so  much  a  car  ' 

it  is  a  wake-up  call  for  an  entire  industry.  ■■  ' 
startling  exception 
a  blindly  accepted  rule 
'e-  idea  that  room  for  five  must, 


Chrysler  Concorde  LXi 


Diagnostic  Reports 

How  are  our  employees  allocating  their  con- 
tributions? What  is  our  participation  rate? 
articipants  use  the  automated  voice 
response  system? 
^  How?  The  next 
J  time  you  want 
A  answers  to  your 
mm  questions,  you'll 
have  the  informa- 
tion you  need. 


Auto  Enrollment 

Signing  up  for  a  401(k)  plan  should  be 
easy,  for  both  you  and  your  employ- 
ees. Scudder  removes  the  endless 
paperwork  from  your  desk 
And,  as  your  partner,  we 
will  automatically 
inform  your  new 
employees  when 
they're  eligible. 
They  can  even 
enroll  by  phone! 


BSE  beyond 

A  401  (k)  plan  is  crucial  to  your  employee  benefit  package,  but  it  shouldn't  be  a  burden  on 
your  company.  As  your  401  (k)  partner,  we  would  consider  it  our  responsibility  to  make  the 
plan  as  simple  for  you  to  administer  as  you  would  like.  And  we  will  gladly  create  a  package 
of  innovative  services  specific  to  your  desired  level  of  control.  After  all,  that's  what  a  partner- 
ship is  all  about-helping  one  another  succeed.  To  explore  how  a  partnership  with  Scudder 
can  give  you  the  right  401  (k)  plan  for  your  company,  please  call  us  at  1-800-323-6105,  ext.  107. 


SCUDDER  -a 


Desktop  Plan 
Manager 

You  should  be  able  to 
manage  your  401(k)  in 
any  way  that  works  for 
you.  If  you  choose,  you  can 
instantly  handle  virtually  every 
day-to-day  operation  from  your 
personal  computer.  Our  Desktop  Plan 
Manager  can  make  it  easy. 


Prog  r  a  m 


Contact  Scudder  Investor  Services,  Inc  ,  Distributor,  for  a  prospectus,  which  contains  more  complete  information,  includ- 
ing management  fees  and  other  expenses  Please  read  it  carefully  before  you  or  your  employees  invest  or  send  money. 
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TAKI! 


OF  YOUR 

FINANCIAL 

FUTURE 


i,  the  differences  in  returns  are 
nificant.  According  to  data 
npiled  by  Ibbotson  Association 
Chicago,  for  the  years  1926 
ough  1994,  the  average 
nial  returns  for  investments  in 
all  company  stocks  was  12.2%, 
1  for  large  company  stocks  it 
s  10.2%.  By  contrast  the  aver- 
;  annual  return  for  long  term 


A  Retirement?  But  I  just  started 
working.  "  The  earlier  you  put 
money  away,  the  more  time  it 
has  to  grow,"  says  Mark  C. 
Thompson,  senior  vice-president 
of  Charles  Schwab  &  Co.  If  Dick 
puts  away  $2000  a  year  in  a  retire- 
ment plan  for  ten  years,  and  earns 
eight  percent  return  per  year,  at 
the  end  of  35  years,  he'll  have 
accumulated  more  than  $214,000. 
By  contrast,  if  Jane  does  nothing 
for  ten  years,  and  then  starts 
putting  away  $2000  a  year  for  the 
next  25  years,  and  if  she  also  earns 
eight  percent  per  year,  at  the  end 
of  35  years,  while  Dick  is  rolling 
in  his  $214,000,  Jane  will  have- 
only  $158,000.  "Time  can  really 


A  sure  of  how  important  you  are  but 
what  financial  responsibilities  you 
have.  If  you're  not  supporting 
anyone  but  your  goldfish,  you  may 
not  need  life  insurance. 

Once  you've  got  your  finances 
in  order,  you  can  be  a  true  genera- 
tion Xer — go  out  and  party,  or  sit 
home  in  existential  angst,  but  at 
least  the  angst  won't  be  over  your 
finances.  Instead,  worry  about 
finding  a  mate. 


YOUNG  MARRIEDS 

While  the  overwhelming  major- 
ity of  people  in  this  country  get 
married,  these  days  there  are 
fewer  high  school  seniors  head 


A  cornerstone  of  your  investment  program 
should  be  putting  away  money  for  your 
retirement. 


porate  bonds  was  only  5.4% 
1  for  Treasury  bills  it  was  3.7%. 
course,  those  are  averages,  and 
ir  particular  investments  may 
better  or  worse  than  the  aver- 
;s.  Still,  over  the  long  term, 
clear  taking  greater  risks 
ers  a  good  chance  of  reaping 
ater  rewards.   And  you  don't 
;d  big  bucks  to  do  any  of  this 
:ause  the  proliferation  of  mutual 
ids  means  there  are  some  that 
'est  in  pretty  much  any  instru- 
cts you're  interested  in. 
\  cornerstone  of  your  invest- 
:nt  program  should  be  putting 
ay  money  for  your  retirement. 


be  a  great  ally,"  says  Joseph  Healy 
of  T.  Rowe  Price  Associates.  So 
if  your  employer  offers  a  defined 
contribution  plan,  join  it,  and  if 
not,  start  your  own  retirement 
fund.  In  either  case,  you  should 
be  investing  aggressively — that 
means  choosing  things  like 
growth  stocks,  not  the  fixed 
income  alternatives. 

The  third  element  of  good 
planning  is  insurance.  Make  sure 
you  get  health  insurance;  no  mere 
mortal  can  afford  the  costs  of  any 
major  medical  procedure  these 
days.  Life  insurance  is  another 
issue:  Life  insurance  is  not  a  mea- 


ing  for  the  altar  the  week  after 
graduation  and  more  brides  and 
grooms  on  the  shady  side  of  30. 
And  there's  another  difference: 
New  brides  no  longer  quit  their 
jobs  and  keep  house  for  their 
hubbies.  This  is  the  era  of  two 
income  households,  and  as  a 
result,  many  educated  young 
couples  find  themselves  feeling 
pretty  affluent.  Imagine — two 
incomes,  no  responsibilities,  and 
no  pressure  to  find  a  date  for 
Saturday  night.  Have  a  good 
time,  but  remember  that  you're 
on  the  verge  of  two  of  life's 
biggest  expenditures:  buying  a 
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EFFECTIVE  RETIREMENT 
TOOLS  FOR  EVERY  INVESTOR 


For  people  currently  employed 

Retirement  Planning  Kit 

Figure  out  how  much  you  should  be  saving,  and  establish  an  invest- 
ment strategy  that's  appropriate  for  you.  Also  comes  in  a  PC  version.* 


For  people  changing  or  leaving  their  job 

Managing  Your  Retirement  Distribution 

Understand  your  options  and  their  tax  implications,  and  determine 

the  best  course  of  action  for  you. 


For  people  seeking  tax-deferred  retirement 
income  beyond  their  IRA  and  40l(k)  plans 

Variable  Annuity  Decision  Guide  and  Analyzer  Software 

Understand  variable  annuities,  and  compare  the  T.  Rowe  Price  No-Load 
Variable  Annuity**  to  a  mutual  fund. 


For  retirees  or  people  within  five  years  of  retiring 

Retirees  Financial  Guide 

Figure  out  how  much  you  can  afford  to  spend  and  how 
best  to  invest  during  retirement. 

An  ever-changing  Challenge.  Determining  a  sound  investment 
strategy  for  retirement  isn't  something  you  do  just  once — your  strategy  must  evolve  as 
your  concerns  change  over  time. 

For  this  reason,  T.  Rowe  Price  offers  you  an  entire  set  of  retirement  planning  guides 
each  one  designed  to  help  you  assess  your  options  at  various  points  along  the  way. 
Whether  you've  just  started  thinking  about  a  retirement  savings  plan  or  are  already 
managing  your  finances  in  retirement,  one  of  these  informative  kits  can  help  you  meel 
the  particular  retirement  challenge  you're  facing  right  now. 

Call  T.  Rowe  Price  today,  and  see  why  we've  been  a  leader  for  over  55  years  in 
providing  people  with  more  and  better  ways  to  achieve  their  financial  goals. 

For  the  retirement  planning  information  you  need,  call  us  at 

1-800-541-5862 


Invest  With  Confidence^ 

T.RoweRice 


*For  information  or  to  order  the  Retirement  Planning  Kit  lor  PCs  In  credit  card,  call  I -800-54 1  -606G.  Tin-  T.  Rowe  Price  No-Load  Variable  Annuity  is  issued  by  Security  Benefit 
Insurance  Company,  Form  V602I  (in  New  York,  it  is  issued  by  First  Security  Benefit  Life  and  Annuity  Company  of  New  York,  While  Plains,  New  York,  FSB201  (4-94))  and  distribl 
in  i  Roue  Pi  ne  Investment  Services,  Inc.,  T.  Rowe  Price  Insurance  Agency,  Inc.,  and  T.  Roue  Price  Insurance  Agency  of  Texas,  Inc.  The  Security  Benefit  Group  of  Companies  and 
I  Rowe  Price  companies  are  not  affiliated  The  Variable  Annuity  and  Analyzer  may  not  be  available  in  all  stales.  The  variable  annuity  contract  has  limitations.  Call  a  representative 
costs  and  complete  details  of  coverage.  Request  a  prospectus  that  contains  more  complete  information,  including  management  fees  and  other  charges  and  expenses  Read  it  caref 
before  you  invest  or  send  money  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  reto* 
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)me  and  having  children. 
You  still  need  to  manage  your 
sh  effectively,  and  you  should 
\  building  your  credit  resources, 
rhe  number  of  credit  cards  a 
msumer  carries  should  be 
immensurate  with  his  or  her 
vn  financial  circumstances," 
ys  Visa's  Pascarella. 
As  for  investing,  Markese  says 
)u  should  "continue  to  take 
sks  in  pursuit  of  exceptional 
wards  while  maintaining  a 
versified  portfolio."  While 
>ur  primary  focus  should  be  on 
;e  potential  rewards  an  invest- 
ent  offers,  don't  neglect  the 
>sts.  Schwab's  Mark  Thompson 
)tes,  "Your  overall  expenses, 
eluding  transaction  costs,  are 
1  important  consideration  in  the 
lection  of  your  assets."  Some 
utual  funds  levy  an  8.5%  sales 
large  for  the  privilege  of  let- 
rig  them  invest  your  money, 
ut  there  are  hundreds  of  no- 
ad  funds  that  don't  impose  a 
iles  charge  and  put  all  of  your 
oney  to  work  for  you.  Firms 
ke  T.  Rowe  Price,  Dreyfus, 
inguard,  Strong,  and  others  have 
ist  choices  of  funds  that  can  do 
vything  that  load  funds  do.  It's 
D  wonder  assets  of  no-load 
inds  have  doubled  from  $400 
lion  to  $800  billion  since  1992. 
Moreover,  Schwab's 


Thompson  says,  "Schwab  makes 
it  easy  for  investors  to  keep  track 
of  their  investments  with  con- 
solidated services  such  as  the 
Mutual  Fund  OneSource  service, 
which  provides  access  to  nearly 
400  no-load  mutual  funds  with 
no  transaction  fee." 

Meanwhile,  if  you  want  to  make 
direct  investments  in  stocks  and 
bonds,  and  if  you  like  to  make 
your  own  investment  decisions 
without  relying  on  the  advice  of 


Building  credit  resources  and 
maintaining  a  diversified  portfolio 
are  cornerstones  of  effective 
financial  management. 


a  broker,  you  can  execute  trans- 
actions less  expensively  through 
discount  brokers,  like  Charles 
Schwab  and  several  other  firms. 
Their  fees  are  lower  because 
there's  no  broker  who  has  to  get 
paid  a  sales  commission.  And 
you  can  buy  shares  without  any 
brokerage  fees  at  all  by  using 
the  direct  investment  and  divi- 


i  dend  reinvestment  programs 
maintained  by  many  sizable 
companies.  Once  you  own  shares 
in  such  companies  as  McDonalds, 
Equitable,  and  Exxon,  you  can 
buy  additional  shares  directly 
from  the  company  without 
paying  a  broker. 

Meanwhile,  remember  your 
life  insurance  needs  change  when 
you  say  "I  do."  Now  there  is 
somebody  you're  responsible  for 
besides  your  goldfish,  so  it's  time 
to  take  life  insurance  seriously. 
The  old  rules  were  simple:  the 
breadwinner  should  have  life 
insurance  equal  to  seven  times 
his  annual  salary.  But  it's  more 
complicated  when  you  have 
two  breadwinners.  Moreover, 
instead  of  the  old  choice 
between  term  and  whole  life, 
there  are  a  number  of  complex 
alternatives  that  allow  you  to 
accumulate  wealth  while  pro- 
viding financial  protection. 
Look  into  variable  and  variable 
universal  life  policies,  which 
provide  a  vehicle  for  investing 
in  securities  and  using  the  pro- 
ceeds to  buy  insurance  coverage. 

And  keep  putting  away  money 
for  retirement.  Now's  the  last 
time  you're  going  to  feel  afflu- 
ent for  a  while,  because  soon 
you'll  be  starting  a  family. 


MARRIED  WITH  CHILDREN 

Once  you  have  children,  the 
rules  of  life  change  dramatical- 
ly. You've  brought  them  into 
the  world  and  you're  responsi- 
ble for  them,  not  only  morally 
and  legally,  but  financially  as 
well.  According  to  a  U.S. 
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INTRODUCING  THE  ALL-NEW  MERCURY  SABLE  WAGC 

h  used  to  be  some  stretch  of  the  imagination  to  think  a  station  wagon  could  ever  deliver  the  ride,  handling  and  comfo 
a  sedan  But  now  its  as  simple  as  imagining  yourself  in  the  all-new  1996  Mercury  Sable  wagon  Sable  wagon  has  a  1< 
common  with  Sable  sedan — the  incredible  feeling  of  solidity,  the  rewarding  and  precise  road  manners  and  an  engine 
goes  100,000  miles  between  scheduled  tune  ups  "  But  Sable  wagon  adds  a  few  twists  of  its  own,  like  an  available  rear- fa 


seat,  a  lockable  storage  area  and  818  cubic  feet  of  cargo  room  within  its  handsomely  styled  shape  If  you've  never 
idered  owning  a  wagon  but  you  always  find  yourself  in  need  of  more  space,  call  1  800  446-8888  to  learn  more  about 

JMcrcury 

IMAGINE  YOURSELF 

'Under  normal  driving  conditions  with  routine  fluid  filler  changes  IN  A  MERCURY 


r  One  test  drive  and  you  might  find  it  easier  than  you  think  to  imagine  yourself  in 
11- new  Mercury  Sable  wagon 


l  Stretched 
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Department  of  Agriculture 
study,  raising  a  child  costs 
upwards  of  $200,000.  And,  by 
the  way,  that's  without  the 
Hulk  Hogan  of  child-rearing 
expenses,  college  tuition. 

You  should  start  saving  for 
your  children's  college  educa- 
tion as  soon  as  they're  born. 
According  to  Jerry  Rosenband, 


A   merit  income  above  the  first 
$650  is  taxed  at  15%.  By  con- 
trast, if  you're  making  over 
$60,000,  you're  paying  at  least 
31%  in  federal  income  taxes,  so 
you  can  save  a  lot  with  custodi- 
al accounts.  While  the  tax  sav- 
ings are  attractive,  Rosenband 
says,  when  you  get  into  big 
amounts,  "You  may  have  to 
think  twice  because  legally  the 
money  belongs  to  the  child," 
and  at  18  you  can't  really  stop 
them  from  using  the  money  to 
buy  a  sports  car  instead  of  pay- 
ing tuition. 

With  family  financial  needs 
changing,  your  life  insurance 
requirements  change  as  well. 


^  become  sandwiched  between 
those  of  your  growing  childre 
and  your  aging  parents.  Both 
may  need  your  help  not  only 
making  important  decisions  b 
in  paying  their  bills  as  well. 

Sending  your  children  to  C( 
lege  may  well  be  the  single 
biggest  investment  you  will  e\ 
make.  A  year  in  a  leading  priv; 
university  now  costs  $30,000, 
and  most  state  universities  nc 
cost  over  $10,000  a  year. 
Moreover,  fewer  college  stu- 
dents get  their  bachelors  degr 
in  four  years  than  in  earlier  er 
while  more  go  on  to  graduate 
school.  Even  if  you  had  the 
foresight  to  start  saving  when 


ear  in  a  leading  private  university  now 
costs  $30,000,  and  most  state  universities 
now  cost  over  $10,000  a  year. 


a  certified  public  accountant 
who  heads  Rosenband  &  Co.  in 
New  York,  "  The  most  tax- 
effective  vehicle  to  begin  sav- 
ing is  probably  a  uniform  gift  to 
minors  account. "These accounts, 
which  can  be  set  up  at  banks, 
brokerage  firms,  or  mutual 
funds,  let  you  put  away  money 
in  the  child's  name  at  reduced 
tax  rates,  for  children  under 
the  age  of  14,  their  first  $650  of 
income  is  tax  free  and  the  next 
$650  is  taxed  at  15%.  Any 
investment  income  after  that  is 
taxed  at  the  parent's  rate.  Once 
the  child  turns  14,  all  invest- 


If  you  die,  your  spouse  will  not 
only  only  need  to  replace  the 
income  you  brought  in  but  also 
to  provide  funds  to  pay  someone 
for  the  childcare  you  provided. 
And  one  surviving  spouse  is  not 
going  to  be  saving  much  for  col- 
lege and  beyond.  So  beef  up 
your  insurance  coverage. 


MIDDLE  AGE:  INTO  THE  SANDWICH 

As  you  move  through  your 
40s,  you'll  pass  into  the  recently 
named  and  fairly  unappealing 
station  in  life  called  the  sand- 
wich generation.  Your  needs 


the  kids  were  in  diapers,  it's 
unlikely  you'll  be  able  to  put 
away  enough  to  pay  all  those 
college  bills. 

Remember  to  look  into  finai 
cial  aid.  Even  parents  whose 
incomes  approach  six  figures 
may  still  qualify  for  financial  a 
at  some  schools,  especially  if 
they  have  more  than  one  stu- 
dent in  college  at  a  time.  And 
think  about  borrowing.  Like  ar 
good  long  term  investment,  higl 
er  education  can  be  financed  ov< 
a  period  of  years.  A  home  equit 
loan  may  offer  a  relatively  low  ra 
of  interest,  which  can  be  tax- 
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VANGUARD 


DIVERSIFY  YOUR  RETIREMENT 
ASSETS  WITH  VANGUARD 


Vanguard  IRA  Choices 


A time-tested  way  to  keep  your 
retirement  plan  on  course  is  to 
diversify  your  assets  among  equities, 
bonds,  and  cash  reserves.  Spreading 
your  investment  among  these  basic 
asset  classes  can  help  cushion  your 
hard-earned  dollars  against  the  ups 
and  downs  of  the  financial  markets. 

To  achieve  broad  diversification, 
Vanguard  offers  you  more  than  50 
investment  opportunities.  So  whether 
you're  an  aggressive,  moderate,  or  con- 
servative investor,  you  can  tailor  a  pro- 
gram to  your  financial  objectives. 

Pay  No  IRA  Fees 

You  pay  no  annual  custodial  fees  if 
you  maintain  a  minimum  balance  of 
$5,000  in  your  Vanguard  IRA  account. 
If  your  combined  IRA  assets  at 
Vanguard  total  $50,000  or  more,  all  of 
your  IRA  accounts  are  free  from  custo- 
dial fees,  regardless  of  individual  bal- 
ances. And  you  will  have  the  advantage 
of  Vanguard's  exceptionally  low  operat- 
ing costs,  which  means  more  of  your 
money  works  for  you.  There  are  no 
sales  commissions  to  reduce  your 
investment  or  12b-l  fees  to  erode  your 
earnings. 

Open  a  Vanguard  IRA  for  as  little  as 
$1,000. 


For  Your  Free  IRA  Kit,  Including  "Facts  On  Funds  For  Your  Retirement," 

Call  1-800-962-5084 

Or  visit  us  on  America  Online  at  Keyword:  Vanguard 
or  on  the  World  Wide  Web  at  http://www.vanguard.com. 

The  Kit  contains  a  Vanguard  LIFEStrategy  Funds  prospectus  with  complete  information  on  advisory  fees,  distribution 
charges  and  other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 

©  Vanguard  Marketing  Corp.,  Distributor 


Aggressive  Growth 
Funds 

Vanguard  Explorer 
Fund 

Vanguard  Specialized 

Portfolios 
Vanguard  Horizon 

Fund 

Growth  Funds 

Vanguard 

International  Equity 

Index  Fund 
Vanguard 

International 

Growth  Portfolio 
Vanguard/Morgan 

Growth  Fund 
Vanguard  U.S.  Growth 

Portfolio 

Growth  and  Income 
Funds 

Vanguard  Convertible 
Securities  Fund 

Vanguard  Equity 
Income  Fund 

Vanguard  Index  Trust 

Vanguard  Quantitative 
Portfolios 


Vanguard/Trustees' 

Equity  Fund 
Vanguard/Windsor  II 

Balanced  Funds 

Vanguard  Asset 

Allocation  Fund 
Vanguard  Balanced 

Index  Fund 
Vanguard  LIFEStrategy 

Funds 
Vanguard  STAR  Fund 
Vanguard/Wellington 

Fund 

Income  Funds 

Vanguard  Admiral 

Funds 
Vanguard  Bond  Index 

Fund 

Vanguard  Fixed  Income 

Securities  Fund 
Vanguard  Preferred 

Stock  Fund 
Vanguard/Wellesley 

Income  Fund 

Money  Market  Fund 

Vanguard  Money 
Market  Reserves 


Will  Your  Retirement  Plan  Be  Ready 
When  You  Are? 

The  Vanguard  Retirement  Planner,  _ 

an  interactive  software  pack-  i 
age,  can  show  you  what  you  1 
need  to  do  to  build  a  comfort- 
able, secure  retirement.  The 
price  is  just  $15,  plus  $3.00  for 
shipping  and  handling.  For  a 
description  of  the  software  or 
to  order,  call  toll-free, 
1-800-933-1970. 

th  LVtuvoiardGROUP 

«^OF  INVESTMENT  COMPANIES, 


The  Equitable  Life  Assurance  Society  of  the  United  States,  New  York,  NY,  10019  financial  Fitness  refers  to  Financial  Fitness  Profile5"  GE-95-205 


wu 

s  ays 

I  nave  to 

wait  until 

sixty  to 

retire  f 

SPECIAL  ADVERTISING  SECTION 


MING 

OF  YOUR 

FINANCIAL 

FUTURE 


or  two,  another  thought  hits  you: 
you're  going  to  retire  soon.  Because 
that  sizable  demographic  bulge 
called  the  baby  boom  generation 
is  now  hitting  50,  "Americans  are 
understandably  becoming  more 
concerned  about  saving  for  retire- 
ment," notes  Jim  Benson,  presi- 
dent of  Kquitable  Life.  According 
to  Equitable's  annual  Best  Egg 
Study,  Benson  says, "In  1995, 
only  two  percent  of  baby  boomers 
believed  that  Social  Security  will 
be  an  important  retirement 
income  source.  Further,  boomers 
indicated  they  would  feel  finan- 
cially secure  in  retirement  with 
a  median  of  $928,000  in  assets 


high  returns. 

If  you  haven't  saved  much  ft 
retirement  at  this  point,  says  T 
Rowe  Prices  Healy  says,  "if  all 
the  sudden  you  want  to  catch  u 
and  if  you're  maxing  out  on  yoi 
401  [k],  the  next  place  you  wan 
to  turn  is  investing  in  tax-deferr< 
accounts.   The  two  predominei 
choices  are  a  non-tax  deductib 
IRA  [individual  retirement 
account]  or  an  annuity." 
Thomas  M.  Marra,  executive 
vice-president  of  I  TT  Hartford 
Insurance  Companies,  says, 
"Unlike  CDs  or  mutual  funds, 
annuities  allow  your  money  to 
grow  on  a  tax-deferred  basis, 


A  diminishing  reliance 
on  Social  Security 
and  company  pensions 
necessitates  greater 
retirement  planning. 


deductible.  There  are  a  number 
of  attractive  student  loan  pro- 
grams operated  by  colleges  and 
univ  ersities  as  well  as  government 
agencies,  b  ind  the  golden  mean: 
You  want  to  borrow  enough  to  make 
it  less  painful  now  but  not  too 
painful  in  the  future.  And  you 
want  your  kids  to  incur  enough 
debt  to  understand  the  value  of 
money  but  not  to  start  their  own 
adult  lives  strapped  financially. 

During  this  period,  you  need 
to  tend  to  your  own  inv  estment 
needs  and  pay  attention  to  retire- 
ment savings.  "Like  everything 
else  in  life, you  need  to  strike  a 
balance  between  what  you  can 
do  today  and  what  you  must  defer 
to  tomorrow,"  says  I  leak  of  T. 
Rowe  Price.  "Painful  as  it  is  to 
defer  some  gratification  today," 
I  Icaly  says,  it's  important  to  try  to 
keep  your  savings  and  insurance 
programs  activ  e  and  up-to-date. 

PREPARE  FOR  RETIREMENT 

Somewhere  betw  een  your  50th 
and  60th  birthdays,  the  kids  will 
finally  get  out  i    ■  ollege.  Don't 
get  too  excited,  i  ><  cause  that  does- 
n't mean  they  go   IT  the  payroll; 
you  just  make  the  hecks  payable 
to  them  instead  oft  le  bursar's 
office.  And  just  whe    you  thought 
it  was  safe  to  try  to  sp  :nd  a  dime 


although  they  have  saved  only 
$103,000  for  retirement." 

As  you  contemplate  the  gold- 
en years,  you  have  to  wonder 
where  you'll  get  the  gold.  If 
you'v  e  got  a  401  [k]  plan  at  work 
you  should  be  putting  the  maxi- 
mum amount  into  it.  The  same- 
is  true  if  you've  got  a  Keogh  plan 
or  other  self-employed  retirement 
vehicle.  Remember  your  employ- 
er ma\  march  your  401  [k|  contri- 
bution and  your  Keogh  contribu- 
tion is  reducing  your  tax  bite. 
When  you  figure  that  in,  these 
are  investments  offering  very 


making  them  a  valuable  work- 
horse in  anyone's  retirement  pla 
Your  account  grows  faster  than  i 
would  in  a  taxable  investment. 
And  unlike  an  IRA  or  401  [k] 
plan,  there's  no  limit  as  to  how 
much  money  you  can  invest  in  i 
each  year."  You  should  not  only 
focus  on  the  kind  of  investmeni 
vehicles  to  use  but  also  the  way 
in  which  the  money  will  be 
invested.  "Many  people  saving 
for  retirement  think  they  can 
avoid  risk  by  investing  their 
money  in  accounts  that  offer  a 
guaranteed,  fixed  rate  of  return. 
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COMMERCIAL 
INSURANCE 


ASSET 

MANAGEMENT 


LIFE  INSURANCE 
&  ANNUITIES 


AUTO  & 
HOMEOWNERS 


When  you've  faced  one  disaster  after  another  for  nearly 


200  years,  you  learn  quite  a  bit  about  building  financial 


strength.  So  much,  in  fact,  that  analysts  like  Moody's 


consistently  give  you  high  ratings. 


At  ITT  Hartford,  we  offer  the  kind  of  careful  planning  and  smart  investing 


iu've  got  to  have  these  days.  Whether  you're  interested  in  commercial  insurance, 


Jr. 


No  One's 
Better 
Prepared  for 
Tomorrow. 


inuities,  asset  management,  or  homeowners  insurance. 


So,  whatever  your  insurance  needs,  look  to  ITT  Hartford.  The  company  that's 


mm 

ITT  HARTFORD 


ood  up  to  Standard  &  Poor's,  Moody's,  A.M.  Best,  and  Mother  Nature. 


it  our  web  site  at  http://www  itlhartlord  com 


SPECIAL  ADVERTISING  SECTION 


HIKING 

OF  YOUR 

FINANCIAL 

FUTURE 

says  John  P.  Ginnetti,  executive 
vice-president  of  the  ITT 
Hartford  Life  Insurance 
Companies.  "But  the  reality  is 
that  inflation,  over  the  long 
term,  silently  eats  away  at  your 
buying  power  and  puts  your 
future  income  at  risk."  As  an 
investor,  you  need  to  continue 
looking  for  growth  in  order  to 


finance  the  kind  of  retirement 
you'd  like. 

RETIRED 

Retirement  means  something  a 
lot  different  than  it  used  to. 
Actuarially  ir  means  a  period  of 
20  or  M)  years  lor  most  people. 
And  today's  retirees  expect  an 
active  and  affluent  lifestyle  that 
is  little  different — and  not  not 
much  cheaper — than  the  one  they 
had  when  they  were  working. 
Financially,  retirement  means 
something  other  than  li\  ing  on 
Social  Security  and  employer 


4  pension  checks.  The  embattled 
|  Social  Security  program  is  unlikely 
|    to  be  providing  substantial 

increases  in  benefits,  so  for  many 
!    people  it  will  be  a  nice  adjunct 
!    to  their  retirement  income,  but 
!    not  the  mainstay.  And  the  days 
]    of  retiring  on  fat  corporate  defined 

benefit  plans  are  limited  to  a 
!    diminishing  proportion  of  the 
!    labor  force. 

!       For  more  and  more  people, 
|    the  two  financial  pillars  support- 
ing their  retirement  will  be  the 
!    money  they  accumulated  in 
!    their  401  [k]  plan  and  the  money 
!    they  saved  on  their  own.  The 
;    old  financial  model  for  retirees 
1    was  essentially  to  begin  cashing 


in  equity  investments  as  retire- 
ment approached,  and  then  put 
the  proceeds  into  an  annuity  or 
buy  bonds  and  live  off  the  inter- 
est. But  because  of  increasing 
longevity  that  model  is  obsolete. 
Jerome  S.  Golden,  president  of 
the  Income  Management  Group 
at  Equitable  Life,  says  retirees 
need  something  to  replace  their 
paycheck,  and  "Immediate  annu- 
ities can  be  a  particularly  appro- 
priate fixed  income  investment 
for  retirees  since  they  pay  a 
guaranteed  income  a  retiree 
can't  outlive."  But  he  adds, 
"Equity  investments  should  be 


A  a  part  of  a  retirement  portfo- 
J    lio"  because  "over  the  long  ru 
|    they  can  be  a  hedge  against 
increases  in  the  cost  of  living." 

Markese  agrees.  He  says  a 
I  portfolio  "can't  go  much  below 
!  50%  in  equities  and  still  gener 
;  ate  enough  real  after-tax,  after 
'  inflation  income  to  maintain  it 
!  value."  As  he  sees  it,  "People 
!  think  they  have  to  move  to  fixe 
;  income  investments,  but  they'i 
;  really  taking  on  a  great  risk  of 
;  inflation,  and  you  can  generate 
i  income  simply  by  having  an  al 
!  equity  portfolio  and  drawing  o 
]  dollars,  which,  by  the  way  will 
]    be  taxed  at  a  lower  rate." 

While  you're  continuing  to 


think  long  term  in  investing,  y( 
also  need  to  be  realistic.  Estate 
planning  is  an  integral  part  of 
sound  personal  financial  plan 
ning.  Fake  care  of  difficult  but 
critical  issues  like  keeping  you 
will  up-to-date  and  providing  i 
trusted  relative  with  a  health- 
care proxy  and  power  of  attor- 
ney. Picking  up  the  check  whe 
you  go  out  to  dinner  with  your 
kids  is  all  very  nice,  but  the  re 
gift  you  can  give  them  is  to  ha 
your  affairs  in  order  so  as  to 
minimize  unpleasant  tasks  an 
maximize  the  amount  you  can 
bequeath  to  those  you  love. 


Estate  planning  is  an  integral  part 
of  sound  personal  financial  planning. 
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The  Kaufmann  Fund 

A  Small  Company  Aggressive  Growth  Fund 


Tough  Guys  Finish  FIRST 

Mutual  Funds  Magazine,  April  '95 


Five- Year  Compounded 
Annual  Return 


16.6% 

S&P 
500 


28.6% 


KAUFX 
FUND 


Since  Inception  (2/86)  17.5% 

One  year  36.9% 

Period  Ending  12/31/95 
per  Lipper  Analytical  Services 


Lawrence  Auriana  and  Hans  LItsch, 
Portfolio  Co-managers  with  over  60  years 
of  combined  Wall  Street  experience 


More  than  twice  the  average  total 
annual  return  of  all  funds 

(5-year  period  ending  12/31/95.  Out  of  1,113  equity  funds, 
per  Lipper  Analytical  Services) 

Morningstar  5-Star  (*****)  Rating* 

(Out  of  1,633  equity  funds  as  of  12/31/95) 

For  a  prospectus  call: 

(800)  562-92 1 0 

*  Morningstar  ratings  are  subject  to  change  every  month  and  are  calculated  from  the  funds'  three- 
and  five-year  average  annual  returns  with  appropriate  sales  charge  adjustments  and  a  risk  factor 
that  reflects  performance  relative  to  three-month  Treasury  bill  monthly  returns.  Ten  percent  of 
the  funds  in  an  investment  category  receive  five  stars. 

Total  returns  for  periods  ending  December  31,  1995  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee  and 
a  I2b-1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the  common 
stock  of  500  publicly  traded  U.S.  companies.  For  more  complete  information  including 
charges,  expenses,  and  risks  on  small-cap  stocks  please  read  the  prospectus  carefully  before 
you  invest.  The  performance  c  ited  represents  past  performance  which  is  not  indicative  of 
future  results;  investment  performance  fluctuates;  fund  shares  when  redeemed  may  be 
worth  more  or  less  than  original  cost.  The  prices  of  small  company  stocks  are  generally 
more  volatile  than  those  of  large  companies. 

The  Kaufmann  Fund,  Inc. 

1 40  East  45th  Street,  New  York,  NY  1 00 1 7  •  Fax  (2 1 2)  66 1  -2266 
See  the  Fund  on  the  Internet  at  http:  //networth.galt.com/kaufmann.09 
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As  the  most  successful  business  magazine  in  the  world, 
we  know  what  it  takes  to  reach  the  top. 
That's  why  we're  extremely  pleased  to  congratulate 
Hale  Irwin  on  a  tremendous  victory  at  the  inaugural 
American  Express  Invitational 
presented  by  Business  Week. 
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American  Express  Invitational 
presented  by  Business  Week 
the  crown  jewel  of  tournaments. 
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UNITED  WE  OWN 

Employee  ownership  is  working  at  the  airline.  Can  it  travel 


»<JH      ong  ladders  don't  seem  to  have  much  to  do  with 
•>.:$jj      saving  jet  fuel.  But  when  United  Airlines  Inc. 
brought  together  its  pilots,  ramp  workers,  and  man- 
agers for  the  first  time  to  brainstorm  about  fuel 
conservation,  the  answer  was  just  that  simple.  The 
BBBHidea  was  to  use  electricity  instead  of  jel  fuel  to 
j  power  planes  idling  at  gates.  But  ramp  workers  couldn't 
|  plug  cables  into  the  aircraft  because  their  ladders  were  often 
2  too  short.  "In  the  past,  we  would  have  sent  out  an  edict 


and  nothing  would  have  changed,"  says  Robert  M.  Stu 
United's  top  fuel  administrator.  "We  were  finally  able  to 
tract  what  the  real  problem  was."  Now,  equipped  with  ta 
ladders,  the  carrier  will  save  $20  million  in  fuel  costs  this  y 
Such  anecdotes  about  once  unimaginable  cooperation  h; 
become  common  in  the  18  months  since  United  employ 
bought  their  company  for  $5  billion.  Wall  Street  analy; 
union  leaders,  and  even  many  United  workers  were  skept 
about  the  prospects  of  employee  ownership  at  the  70-year- 
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Tier.  But  so  far,  the  bold  leap 

0  an  employee  stock-ownership 
n  (esop)  in  July,  1994,  led  by 
mer  Chrysler  Vice-Chairman 
raid  Greenwald,  is  paying  off. 
WAS  WRONG."  The  nation's  No.  1 
line,  United  is  outperforming 
st  of  its  rivals — gaining  market 
ire  from  No.  2  American  Air- 
es Inc.  and  No,  3  Delta  Air 
les  Inc.  and  posting  fatter  oper- 
ng  margins  and  higher  stock 
ns  (charts,  page  98).  The  productivity  of  United's  83,000  em- 
yees  is  rising,  while  grievances  have  plunged.  "I  was  cyn- 

1  about  employee  ownership  to  begin  with,  but  I  think  I  was 
ong,"  says  Candace  E.  Browning,  a  veteran  airline  analyst 
Merrill  Lynch  &  Co.  "United  has  hard  statistics  that  show 
;  company  is  working  differently  than  in  the  past." 
Perhaps  most  encouraging  to  United  workers,  who  traded 
average  of  15%  in  pay  cuts  for  55%  of  the  company  and  3 
its  12  board  seats,  ual's  stock  price  has  more  than  doubled 


CEO  GREENWALD 

8  "We're  no  longer  a  company 
that  operates  by  command 
and  control" 

since  the  esop  went  through.  In- 
deed, although  lower-than-expect- 
ed  fourth-quarter  results  pulled 
down  the  price  late  last  year, 
United  shareholders  will  vote  in 
April  on  a  4-for-l  split  in  the  $190 
shares.  Many  employees  "watch  the  stock  like  a  hawk,"  says 
International  Association  of  Machinists  (iam)  leader  Ken 
Thiede.  "I  have  guys  who  can  tell  you  what  the  volume  is  on 
certain  days." 

If  the  success  of  United's  employee  buyout  continues,  it 
could  show  the  way  for  other  airlines  and  help  usher  in  a 
more  stable  era  for  the  turbulent  industry.  Both  Northwest 
Airlines  Inc.  and  Trans  World  Airlines  Inc.  have  sold  30%' 
stakes  to  employees  in  recent  years  and  are  reaping  the 
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SPREAD  THE  WORD 

Meetings  keep 
employee-owners 
informed  about 
the  new  United 


payoff  in  lower  costs. 
In  mid-February,  pi- 
lots at  Delta  traded 
2%  pay  cuts  for  a 
nonvoting  board  seat 
and  stock  options  on 
19%  of  the  company. 

usAir  Inc.  unions  have  been  pushing  for  own- 
ership, too — and  it  has  seemed  more  likely 
since  former  United  ceo  Stephen  M.  Wolf, 
who  led  ual  during  the  buyout,  took  the 
helm  at  usAir  in  January.  If  employees  gain 
significant  input  in  most  earners,  they  may  be 
able  to  resist  the  spending  sprees  that  led  to 
chronic  industry  overcapacity  in  the  past. 
"Widespread  ownership  will  put  restraint  on 
the  upside,  which  will  help  the  industry  to  be 
less  volatile  over  time,"  says  Randy  Babbitt, 
head  of  the  Air  Line  Pilots  Assn. 

The  country's  largest  experiment  with  ma- 
jority employee  ownership  still  faces  plenty  of 
potential  air  pockets.  Unhappy  about  large 
pay  cuts,  United's  20,000  flight  attendants 
never  joined  the  buyout  and  again  refused 
Greenwald's  offer  to  do  so  in  a  tentative  new 
labor  pact  reached  in  early  February.  Many 
other  employees  still  resent  the  pay  cuts 
they  took  and  suspect  the  esop  was  foisted  on  them  by 
greedy  corporate  executives  and  investment  bankers  who 
walked  off  with  millions.  And  the  new  low-cost  Shuttle  by 
United,  which  the  unions  agreed  to  set  up  to  take  on  South- 
west Airlines  Co.,  has  been  scaled  back  drastically  from  the 
original  plan — in  the  face  of  a  stiff  counterattack  from  South- 
west. So  while  United  is  now  better  armed  against  further 
encroachment  by  low-cost  carriers,  it's  not  likely  to  regain 
market  share  from  them. 

NEW  ATMOSPHERE.  It's  also  clear  the  initial  burst  of  enthusi- 
asm that  employee  ownership  can  generate  is  difficult  to 
sustain  over  the  long  haul.  Defunct  Eastern  Air  Lines  Inc. 
and  other  carriers  had  great  success  with  the  idea  in  the  mid- 
1980s — only  to  see  it  fizzle  when  fare  wars  hit.  Early  propo- 
nents recently  have  run  into  trouble  in  other  industries,  too, 
often  because  executives  are  uncomfortable  about  sharing 
power  with  employee-owners.  Familiar  names  associated 
with  esops,  such  as  Weirton  Steel  Corp.,  have  yet  to  create 
solid  co-management  structures  that  out- 
last the  initial  chief  executive.  At  others,  in- 
cluding Avis  Inc.,  tensions  between  manag- 
er's and  employers  are  mounting  (page  101). 

United's  biggest  test  will  come  in  the 
next  downturn.  Part  of  the  earner's  post- 
buyout  success  stems  from  a  surge  in  air- 
travel  that  generated  a  record  $2  billion  in 
profits  for  the  industry  last  year,  vs.  $13  bil- 


ion  in  losses  in  the  previous  five  years.  When  the  £ 
times  give  way  to  the  inevitable  next  round  of  fare  wai 
need  for  further  cuts  will  challenge  United's  newfound  c 
erative  spirit — and  possibly  its  superior  performance, 
ready,  the  company  has  dented  the  goodwill  by  announ 
bonuses  for'  600  managers  under-  a  longstanding  incentive-! 
pensation  plan,  news  that  didn't  sit  well  with  employees 
adjusting  to  pay  cuts. 

Still,  there's  definitely  a  new  atmosphere  at  United, 
much  of  the  credit 

goes  to  Greenwaid,  ...Employee  Complaii 

the  Chrysler  Corp.  fi-  »       17  1 T  rf 

nance  whiz  chosen  by  /xTG  railing... 

union  leaders  to  sue-  800 
ceed  the  autocratic- 
Wolf.  Although  Green- 
wald, 60,  spent  his  ca- 
reer in  the  hierarchi- 
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Efficiency 
Is  Rising... 

OPERATING  REVENUE 
I    PER  EMPLOYEE 


United's 
Takeoff 


FLIGHT 
ATTENDANTS 


PILOTS 


MACHINIS 


UNITED  AMERICAN 
.  THOUSANDS  OF  DOLLARS 

DATA  AVITAS  INC  ,  BUSINESS  WEEK 


Tfie  nation's  largest  airline  has  outpaced 
most  major  rivals  ever  since  employees 
bo  ught  55%  of  the  company  18  months  ago 


DATA  UNITED  AIRLINES  INC 

cal  auto  industry,  he  has  embn 
employee  power-sharing  with  zeal, 
son  of  an  immigrant  Russian  whole 
grocer  in  St.  Louis,  he  studied  econoi 
and  labor  on  a  Princeton  University  s< 
arship  and  spent  a  summer  as  an  org; 
er  for  the  garment  workers'  union. 

The  new  ceo  got  off  to  a  quick  s 
with  a  series  of  moves  aimed  at  alte 
United's  rigid  managerial  style.  Weeks  after  the  deal  v 
through,  he  made  a  goodwill  gesture  by  dropping  the  m 
hated  body-weight  limits  for  flight  attendants.  He  remc 
heavy  glass  doors  that  had  walled  off  the  executive  suit 
the  headquarters  building  in  the  Chicago  suburb  of 


DELTA 
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ve  Village.  Greenwald  also  created  a  half-dozen  employee 
k  teams"  to  examine  eveiything  from  reducing  workers' 

time  to  improving  cash  management.  Then  he  hit  the 
1  to  spread  the  word  about  the  new  United  to  employees 
ar-flung  bases.  Upon  becoming  ceo,  says  Greenwald,  "I 
i  the  view  that  we're  no  longer  a  company  that  operates 
command  and  control.  But  if  I  were  ceo  of  any  company, 

would  be  happening." 

reenwald's  most  eye-catching  effort  to  pull  employees 
decisions  came  last  October,  when  United  was  consider- 
acquiring  uSAir.  Instead  of  the  usual  secrecy  siuTounding 
ger  talks,  Greenwald,  who  sports  his  company  I.  D.  on  a 
n  around  his  neck  like  everybody  else,  sought  union  lead- 
input.  They  recounted  the  disastrous  record  of  most  air- 
mergers,  mostly  due  to  the  difficulty  of  combining  union 
ority  lists.  For  pilots,  seniority  is  sacred:  It  means  the 
I  to  fly  bigger  planes  and  earn  more  money, 
reenwald  listened  intently — and  killed  the  bid.  Union 
iers  were  as  impressed  by  the  method 
he  result.  Now,  "they  come  to  us  and 
•e  a  lot  of  information.  That  was  never 
e  before,"  says  the  iam's  Thiede.  "The 
om  line  is  that  the  employees  are  much 
er  off."  Greenwald,  a  veteran  of  more 
1  30  merger  talks,  agrees:  "It  was  an 
izing  experience,"  he  says.  "Not  only 
we  not  lose  anything  by  being  open, 

...Market  Share 
Is  Inching  Up... 


American's  history  of  technology  breakthroughs.  The  rea- 
son: An  employee  team  with  members  from  seven  depart- 
ments tested  the  system  around  the  airline.  Team  members 
fanned  out  on  speaking  tours  to  explain  electronic  ticketing  to 
travel  agents  and  corporate  customers. 

And  when  a  pilot  shortage  developed  last  summer,  the  pi- 
lots' union  agreed  to  fly  longer  hours  instead  of  forcing  Unit- 
ed to  cancel  flights,  as  was  its  contractual  right.  "If  we  open- 
ly talk  about  our  interests  and  try  to  solve  problems,  we're 
going  to  have  an  ad- 
vantage over  other 
companies,"  says 
Glawe,  a  Boeing  727 
captain.  Even  early 
foes  of  the  esop  are 
longer  throwing 
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we  gained  a  lot." 

Nor  has  such 
high-level  employee 
input  produced  the 
board  infighting  that 
Wall  Street  had  wor- 
ried about  early  on. 
The  board  includes 
former  iam  leader 
n  Peterpaul,  pilot  leader  Michael  Glawe,  and  Avis  ceo  Jo- 
|  Vittoria,  who  was  chosen  by  the  nonunion  salaried  em- 
rees.  Greenwald  and  President  John  Edwardson  sit  with 
en  outsiders,  such  as  former  Federal  Reserve  Board 
f  Paul  Volcker  and  former  Manufacturers  Hanover  Chair- 
l  John  McGillicuddy.  While  outsiders  initially  had  suspi- 
s  about  the  union  reps,  the  process  of  evaluating  a  bid  for 
ir  galvanized  the  board  into  a  team,  members  say.  "It 
«]  became  clear  everyone  was  committed  to  representing 
reholders,"  says  Director  James  J.  O'Connor,  chairman  of 
cago's  Unicom  Corp.,  parent  of  utility  Commonwealth 
son  Co.  In  fact,  the  board  reached  consensus  in  the  end 
didn't  even  bother  with  a  vote. 

YING  BALL  Investors  also  feared  that  employees  would  re- 
;  against  cost-cutting  decisions.  Not  so  far.  One  employee 
n  studying  United's  Salt  Lake  base  recommended  hiring 
ra  workers  to  help  unload  skis  in  winter.  But  union  ramp 
•kers  get  $38  an  hour  for  overtime.  The  solution — hiring 
tn-hour  temps — came  from  the  ramp  workers  themselves, 
)se  jobs  are  guaranteed  under  the  buyout. 
*fow  that  they're  owners,  employees  seem  more  flexible 
irever  you  look.  In  1995,  United  rolled  out  electronic  tick- 
g  without  a  hitch,  beating  American  to  the  punch — despite 
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who  formed  an  ESOP-opposition  group  that 
filed  a  lawsuit  challenging  the  deal,  says  the 
group  is  no  longer  active.  "I'm  trying  to 
plan  my  life  based  on  what's  here,"  he 
says.  "I  hope  it  works.  I  really  do."  The 
suit  is  stalled  in  federal  court  in  Chicago. 

Breaking  down  traditional  lines  is  an 
education  for  managers  as  well.  For  years, 
aircraft  cleaners  had  been  asking  the  com- 
pany in  vain  to  solder  the  ashtrays  shut,  since  smoking  is  no 
longer  allowed.  Then,  as  part  of  the  new  regime,  Edwardson, 
United's  president,  began  working  with  baggage  handlers 
and  cleaning  crews  once  a  month.  One  day,  he  had  to  dig  a 
hunk  of  wet  chewing  tobacco  out  of  an  ashtray  with  his  fin- 
gers. The  lids  got  soldered  pronto. 

The  new  attitude  at  United  shows  up  across  the  board.  For 
instance,  a  team  on  "employee  dependability"  recommended 
that  to  reduce  no-shows  and  sick  time,  pilots  and  flight  atten- 
dants should  have  more  flexibility  to  swap  job  assignments 
with  colleagues.  The 
team  got  United  to 
pony  up  for  an  incen- 
tive scheme:  Twice  a 
year,  25  employees  are  picked  at  random,  out  of  all  those  with 
six  months  of  perfect  attendance,  to  win  $20,000  cash  or  a 
Jeep  Cherokee.  From  March  to  September,  32,000  employ- 
ees— 40%  of  the  workforce — met  the  standard.  (Bad  news  for 
Chrysler:  All  25  winners  took  cash.) 

Such  moves  slashed  sick  time  by  17%  last  year,  saving 
$18.2  million  annually.  Similarly,  workers'  compensation  claims 
are  down  17%,  and  their  cost  has  fallen  30%.  And  grievances 
have  plunged  dramatically  for  all  employee  groups. 

United's  overall  cost  performance  is  better,  too.  Some  of 
this  is  because  of  the  concessions  employees  agreed  to  in  the 
buyout,  which  helped  to  slice  labor  costs  by  7%  last  year.  Del- 
ta cut  its  labor  bill,  too,  by  6%,  but  only  by  slashing  15,000 
jobs  and  pulling  out  of  some  markets.  American's  labor  ex- 
pense actually  rose  by  nearly  2%  in  1995. 

Employee  ownership  has  also  helped  United  expand  while 
its  two  main  rivals  are  shrinking.  With  employees  looking  for 
efficiency  gains,  operating  revenue  per  worker  jumped  by  10% 
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last  year,  vs.  advances  of  8%  at  American  and  7%  at  Delta. 
But  those  carriers'  gains  came  largely  from  retrenchment. 
United  has  hired  7,000  new  people  since  the  buyout  and 
grabbed  market  share  from  the  other  two,  boosting  revenues 
by  7%  last  year,  to  $14.9  billion.  "I'm  pretty  impressed  with 
what  United  has  accomplished,"  says  a  rival  airline  executive. 

United's  expansion  hasn't  come  at  the  expense  of  profits,  ei- 
ther. Its  pretax  operating  margin  more  than  doubled  last 

year,  to  7.5%,  ahead  of 
Delta  and  American. 
And  increased  cash 
flow  has  allowed  Unit- 
ed to  prepay  $750  million  in  debt  and  buy  back  more  than 
$100  million  in  preferred  stock  in  1995.  These  are  important 
steps  toward  restoring  its  investment-grade  credit  rating. 
"Our  costs  for  the  whole  company  are  lower  than  we  forecast, 
and  profit  is  greater,"  says  CFO  Douglas  A.  Hacker.  None  of 
this  has  been  lost  on  Wall  Street.  United's  stock  has  soared 
120%  since  the  buyout,  vs.  46%  for  the  Standard  &  Poor's  air- 
line-industry average  (which  includes 
American,  Delta,  Southwest,  and  usAir). 

Not  all  the  news  at  United  is  upbeat. 
The  company  has  failed  to  reach  some 
early  goals,  especially  at  its  Shuttle.  By 
imitating  Southwest's  no-frills,  high-fre- 
quency service  in  the  lucrative  California 
market,  the  Shuttle  was  projected  to  gen- 
erate $1.5  billion  in  savings  through  2006. 
The  Shuttle  won't  come  close,  largely  be- 
cause of  fierce  fare  cuts  by  Southwest. 
The  unit's  costs  are  running  at  8(2  per 
available  seat  mile,  not  the  7.4(2  target 
United  had  set,  much  less  the  7.1(2  that 
Southwest  attains.  And  the  Shuttle  is 
losing  money,  United  concedes,  although 
it  won't  say  how  much. 

The  Shuttle  represents  3%  of  United's 
revenue,  far  from  the  20%  envisioned  be- 
fore the  buyout.  And  United  no  longer 
talks  about  expanding  the  Shuttle  out- 
side California.  "The  Shuttle  has  been  a 
failure  in  developing  new  markets,"  says 
PaineWebber  Group  Inc.'s  Samuel  C.  But- 
trick.  Greenwald  admits  the  Shuttle  isn't 
taking  market  share.  "To  those  who  say 
it's  a  defensive  weapon,  that's  fair," 
Greenwald  says.  "However,  to  conclude  it 
will  always  be  one  is  premature." 
HOUSE  divided.  Another  negative  is 
Greenwald's  inability  to  bring  flight  atten- 
dants into  the  esop.  Initially,  $25,000-a- 
year  attendants  rejected  the  buyout  be- 
cause the  pay  cuts  were  too  large.  Today, 
it  would  cost  them  even  more,  because  United's  stock  is  prici- 
er. So  in  the  recent  contract  talks,  Greenwald  offered  simply  to 
give  each  union  member  a  token  1.5  shares.  Union  leaders 
refused — unless  the  union  got  a  board  seat— although  they 
signed  a  tentative  new  labor  pact  on  P^eb.  7,  three  weeks  before 
the  old  one  expired.  "I  wouldn't  want  to  take  a  pay  cut,  but  I 
also  want  to  see  United  do  well,"  says  Debbie  Golombek,  a  17- 
year  flight  attendant  based  in  Denver.  Says  Kevin  Lum,  pres- 
ident of  the  Association  of  Flight  Attendants  at  United:  "If  I'm 
going  to  be  an  owner,  I'm  going  to  be  like  everybody  else,  with 


a  seat  on  the  board."  Still,  as  long  as  United  is  a  house  c 
ed,  its  attempts  to  improve  service  could  be  hindered. 

Indeed,  customers  haven't  yet  seen  much  benefit 
United's  plunge  into  employee  ownership.  During  1995,  1 
ed  still  ranked  fifth  among  the  10  major  earners  in  late 
vals,  sixth  in  mishandled  baggage,  and  seventh  in  cush 
complaints,  according  to  the  Transportation  Dept.  The  : 
bers  haven't  been  lost  on  top  management.  To  improve 
vice,  ticket  and  gate  agents  now  are  allowed  to  dok 
seat  upgrades  and  travel  credits  without  consulting  a  si 
visor.  "Now  I'm  not  a  sandwich  person  caught  betweei 
customer  and  the  hierarchy,"  says  Sandra  Doscher,  a  t 
agent  at  New  York's  LaGuardia  Airport. 

Similar  tales  of  improved  morale  can  be  heard  at  < 
carriers  that  have  embraced  employee  ownership.  At  N 
west  Airlines,  an  esop  was  a  last-minute  compromise  to  i 
off  bankruptcy  in  1993.  Ever  since  its  employees  swapped 
cuts  for  30%  of  the  company,  its  operating  margins  have 
run  those  of  other  major  airlines.  Employee  suggestions 


ATTENDANTS'  BEEF 

"I  wouldn't  want 
to  take  a  pay  cut," 
Golombek  says 


saved  an  estimated  $100  million  a  year.  Watching  Northv 
shares  soar  from  13  when  the  company  went  public  in  i 
1994  to  a  1995  peak  of  53^  hasn't  hurt,  either. 

Employee  ownership  has  been  key  in  keeping  twa  j 
too.  During  its  second  flight  through  Chapter  11  bankn 
last  year,  employees  agreed  to  forgo  scheduled  wage  1 
and  slice  their  equity  stake  from  45%  to  about  30%.  Now, 
its  balance  sheet  in  order,  twa  is  poised  for  a  comeback, 
diets  Brian  Harris,  airline  analyst  at  S.  G.  Warburg  &  C 
Employee  ownership  still  faces  many  challenges  at 
three  airlines  that  have  tried  it.  The  idea  probably  v 
stabilize  the  industry  until  several  more  large  airlines  emt 
it.  But  if  they  do,  employees,  investors — and  maybe  i 
customers — may  cheer  the  outcome. 

By  Susan  Chandler  in  Elk  Grove  Village,  III.,  with  bu 
reports 
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n  the  1980s,  employee  ownership  looked  like  an  unstop- 
pable wave.  Thousands  of  companies  rushed  to  put  stock 
into  workers'  hands  to  ward  off  takeovers,  gain  tax 
breaks,  or  respond  to  a  conviction  that  employees  with  a 
ce  work  harder  and  smaller.  The  1994  United  Airlines  Inc. 
out  pushed  the  trend  to  a  new  level,  as  unionized  employ- 
purchased  control  of  one  of  the  nation's  premier  compa- 
i — not  to  fend  off  a  looming  disaster  but  to  take  control  of 
ir  destiny. 

iow,  the  surge  of  so-called  people's  capitalism  is  ebbing. 
>m  1988  to  1993,  the  number  of  employees  at  companies 
h  employee  stock-ownership  plans  (esops)  climbed  only 
j,  to  10  million,  according  to  the  National  Center  for  Em- 
fee  Ownership  in  Oakland,  Calif.  By  contrast,  in  the  prior 
years,  the  number  of  employee-owners  had  soared  66%, 
)  million. 

i'or  one  thing,  takeover  fears  have  abated,  and  fewer  exec- 
res  are  rushing  to  put  stock  into  employee  hands.  And 
lgress  has  whittled  away  at  the  tax  breaks  for  esops, 
ucing  their  advantage  to  companies  over  401  (k)s  and  oth- 
'etirement  vehicles. 

iENTMENT.  More  important,  employee  ownership  has  run 
)  management  resistance,  at  least  at  big  companies.  At 
t,  many  executives  thought  passing  out  stock  would  moti- 
e  employees  and  boost  performance.  But  evidence  shows 
t,  to  be  effective,  ownership  has  to  be  combined  with 
und-floor  efforts  to  involve  employees  in  decisions  through 
ernes  such  as  work  teams  and  quality-improvement  groups, 
try  companies  have  been  doing  this,  of  course,  including 
ity  without  esops.  But  employee-owners  often  begin  to  ex- 
t  rights  that  other  groups  of  shareholders  have:  a  voice  in 
ad  corporate  decisions,  board  seats,  and  voting  rights, 
d  that's  where  the  trouble  can  start,  since  few  executives 
m  comfortable  with  this  level  of  power-sharing. 
\.  decade  after  their  emergence,  many  early  icons  of  em- 
yee  ownership  have  run  into  problems  ranging  from 


smoldering  employee  resentment  to   VVARY  AT  WEIRTON 

outright  labor-management  warfare        .  . 
(table,  page  102).  "Most  of  the  early   Union  leader 
examples  of  large  employee-owned   Glyptis  thinks 
companies  have  failed  to  create  a  communication 
true  ownership  culture,"  says  Joseph   ,      hrnkp„  Hnwn 
R.  Blasi,  a  management  professor  at   ftaS  Dr0Ken  aown 
Rutgers  University  and  an  esop  ex- 
pert. "Management  is  unwilling  to  let  employees  exercise 
normal  shareholder  rights." 

Just  look  at  Weirton  Steel  Corp.,  one  of  the  most  visible 
early  experiments  in  employee  ownership.  In  the  12  years 
since  workers  avoided  a  shutdown  by  buying  100%  of  the 
company,  which  is  based  in  Weirton,  W.  Va.,  they  have  swal- 
lowed several  wage  and  job  cuts  and  sold  a  total  of  33%  of 
their  stock  to  fund  plant  upgrades  and  pare  down  debt.  But 
in  1994,  after  then-Chief  Executive  Herbert  Elish  had  spent 
lavishly  on  a  $550  million  modernization  plan,  the  esop  was 
forced  to  sell  more  stock,  slashing  its  voting  share  to  49%. 
The  4,500  angry  union  members  blamed  Elish  and  demanded 
a  fourth  employee  seat  on  the  12-person  board.  Privately,  they 
also  demanded  that  Elish  depart. 

The  company  has  never  quite  recovered.  Elish  retired  last 
year,  but  he  got  his  revenge  by  handpicking  his  successor, 
Richard  K.  Riederer,  the  former  chief  operating  officer.  Rie- 
derer  seems  determined  not  to  let  the  union  treat  him  the 
same  way.  He  has  plowed  ahead  with  a  lawsuit  Elish  in- 
itiated, charging  that  a  four-hour  shutdown  of  the  tin  mill  last 
year,  amid  worries  of  a  poisonous  mist  of  chromic  acid,  was  an 
illegal  work  stoppage.  The  union  insists  the  safety  concerns 
were  real. 

Meanwhile,  Riederer  has  cut  much  of  the  communication 
with  union  leaders,  says  Robert  J.  D'Anniballe  Jr.,  a  board 
member  and  legal  counsel  for  the  union.  Complains  union 
president  Mark  Glyptis:  "You  would  hope  that  you  could  sit 
down  and  reasonably  discuss  issues  and  resolve  them."  Rie- 
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derer  declined  to  discuss  the  problems  because,  as  Weirton 
spokesman  John  F.  McMahon  says,  "we  don't  consider  our- 
selves an  esop  company  anymore." 

Employee  ownership  is  buckling  at  Northwestern  Steel 
&  Wire  Co.,  too.  Unions  gave  pay  cuts  to  stave  off  disaster  at 
the  Sterling  (111.)  steelmaker — taking  59%  of  the  company  and 
half  the  board  seats  in  a  1987  esop.  The  company  flirted 

with  bankruptcy  again 
in  1992,  forcing  the 
1,800  United  Steel- 
workers  members  to 
cut  their  stake  to  16%  and  sell  the  rest  to  new  investors.  The 
union  has  been  waning  with  management  ever  since. 

Recently,  relations  hit  a  new  low  after  the  company  built  a 
lower-wage  plant  in  Hickman,  Ky,  and  refused  to  grant  rec- 
ognition to  the  union.  Meanwhile,  Northwestern  laid  off  30 
employees  in  Sterling.  Angry  union  leaders  confronted  CEO 
Robert  N.  Gurnitz  last  fall  and  gave  hostile  speeches  at  the 
January  annual  meeting.  "Gurnitz  is  trying  to  get  away  from 
the  union  by  going  to  Kentucky,"  charges  Ait  Gillihan,  pres- 
ident of  usw  Local  63.  Gumitz  denies  this  is  his  intention. 
"Obviously,  we  have  issues  we  differ  on  now,  but  so  does  eve- 
ry family,"  he  says. 

Employee  input  has  become  a  — ■  ■  ■■■  ■■■  ■ 

problem  in  a  different  fashion  at 
i'ulilix  Super  \]..rl.-  '  Inc.  The 
Lakeland  (Fla.)  chain  is  the  nation's 
largest  ESOP  company,  with  97,000 
employees  owning  44%.  Founding 
Jenkins  family  members  hold  the 
rest.  The  most  troubling  issue:  a 
pending  sex-discrimination  suit  filed 
by  12  female  employees  and  backed 
by  the  Equal  Employment  Oppor- 
tunity Commission  alleging  that 
Publix  keeps  women  out  of  manage- 
rial jobs. 

Pat  Johnson,  one  of  the  dozen 
women,  was  promoted  to  deli  man- 
ager after  four  years  but  has  been 
stuck  there  for  the  past  decade.  She 
and  other  plaintiffs  want  their  suit 


certified  as  a  class  actio 
behalf  of  Publix'  50,000  fe 
workers.      Publix  de 
systematic  discrimination 
argues  that  certifying  the 
as  a  class  would,  in  ef 
force  female  Publix  workers  to  sue  themselv 
since  they're  part-owners.  But  to  Johnson,  th 
sue  is  control.  Even  with  ownership,  "we  still 
no  say  in  the  company,"  she  charges. 

Decision  making  is  becoming  an  issue  at 
Inc.,  as  well.  Management  set  up  a  100%  ES( 
1987,  then  sold  29%  to  General  Motors  Cor 
1989.  At  first  blush,  the  Garden  City  (N.  Y.) 
rental  agency  appears  to  be  a  model  of  empl 
involvement.  Workers  attend  monthly  meetinj 
150  locations,  looking  to  solve  local  problems 
improve  quality.  Many  employees  seem  pie 
with  the  process,  and  Avis  scored  just  ahes 
Hertz  Corp.  on  a  new  J.  D.  Power  &  Assoc 
Inc.  rental-agency  customer-satisfaction  rank 
"nothing  HAPPENS."  Still,  workers  complain 
have  no  board  seats  or  voting  rights,  accordir 
the  Teamsters  union,  which  represents  one-thi 
Avis'  14,000  employees.  Their  concerns  have 
fueled  by  the  company's  poor  performance,  w 
cut  the  stock  from  22  in  1992  to  12/4  now. 
"We've  asked  [ceo  Joseph  V.]  Vittoria  why  there  ar 
employee  reps  on  the  board,  but  nothing  happens," 
Sharon  Martin,  a  30-year  veteran  counter  agent  who  is  ; 
ion  steward  at  the  Detroit  Metropolitan  Airport.  "It's 
same  old  group  on  the  board  that  was  there  before 
esop."  Vittoria  says  he  has  nothing  against  employee  b 
seats:  In  fact,  United  Airlines'  nonunion  salaried  emplo 
appointed  him  to  the  carrier's  board.  But  at  Avis,  he  says, 
not  necessary,  because  employees  have  confidence  in  i 
deal  with  [major  corporate  decisions]." 

Most  executives  at  esop  companies  seem  to  share 
view.  Employees  own  an  average  of  13%  of  their  compani 
562  public  companies,  says  Blasi  of  Rutgers.  Yet  emplo 
have  board  seats  at  fewer  than  a  dozen  of  these  compa 
and  most  of  those  are  unionized. 

Employee  ownership  is  by  no  means  a  dead  lette 
continues  to  thrive  at  small  private  firms,  experts  sa 
part  because  worker-input  issues  are  easier  to  handle 
smaller  scale.  And  United  may  spark  new  interest  in 
idea — as  long  as  it  continues  to  be  a  success.  But  the  € 
vision  of  esops  as  models  of  participatory  capitalism  st 
to  shine  a  little  less  brightly  today. 

By  Aaron  Bernstein  in  New 
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NORTHWESTERN  Company  is  fighting  with  unior 
STEEL  about  newly  built  nonunion  mi 

PUBLIX  Lawsuit  by  female  employees 

alleges  sex  discrimination 

WEIRTON         Feuding  CEO  and  union  leader 
are  barely  speaking 
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"Oracle  Manufacturing 
and  Financial  Applications 
are  running  our  global  business 
after  just  eight  months." 

Peter  Solvik,  Vice  President  and  Chief  Information  Officer 

Cisco  Systems,  Inc. 


;co  Systems,  the  leading  global  supplier  of  Internet- 
ting solutions,  with  50%  market  share  and  70% 
iual  revenue  growth,  chose  Oracle  Manufacturing 
d  Financial  Applications  to  sustain  that 
)wth  into  the  next  century. 


Oracle  is  the  world's  fastest  growing  supplier  of  open 
business  applications,  with  more  manufacturing  and 
financial  application  sites  running  than  anyone  else. 


sco  replaced  multiple  legacy 
terns,  used  by  1,200  employees 
five  countries,  in  just  eight 
>nths. 


Market 
Management 


Human 
Resources 


Supply  Chain 
Management 


Projects 


Finance 


>co  required  business  applications 
it  could  be  implemented  and  changed 
>idly.  Oracle  Applications,  the  only  business 
plications  built  to  take  full  advantage  of  Oracle 
tabase  and  tool  technology,  provide  just  that. 


Techno" 


Oracle  Applications  automate  your  entire 
enterprise  with  over  30  integrated 
software  modules  for  finance,  supply 
Manufacturing  chain  management,  manufactur- 

ing, projects,  human  resources, 
and  market  management. 


How  much  time  do  you  have  to 
implement  your  mission-critical  appli- 
cations-'Call  1-800-633-1061,  ext.  8321  today 
for  more  information  or  to  register  for  our  free  Applications 
Seminar.  Or  find  us  on  the  Web  at  http://www.oracle.com 


ORACLG 

Enabling  the  Information  Age1 


Oracle 


Applications 


Attend  our  free  Applications  Seminar.  Call  1-800-633-1061,  ext.  8321. 
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Finance 


PENSION  FUNDS 


CORPORATE  AMERICA'S 
CLEAN  LITTLE  SECRET 

Lush  pension  funds  are  swelling  company  coffers,  but  mum's  the  word 


While  much  of  the  media  focuses 
on  how  individuals  are  bene- 
fiting from  stocks,  a  huge  ben- 
eficiary of  the  bull  market  is 
going  unnoticed — and  trying  hard  to 
keep  it  that  way.  This  investor — the 
old-fashioned  company  pension  plan — 
reaped  some  $200  billion  in  capital  gains 
in  1995.  After  years  of  investing  bil- 
lions in  equities,  corporate  pension  plans 
have  more  assets  than  they  know  what 
to  do  with.  And  the  implications  of  that 
for  Corporate  America  are  enormous. 

The  long  bull  market  has  swollen 
many  pension  plan  assets  far  beyond 
what  the  companies  will  have  to  shell 
out  to  their  workers  in  the  future.  But 
few  of  the  big-name  corporations  bene- 
fiting from  this  phenomenon  will  dis- 
cuss what  they  plan  to  do  with  their 
surplus.  "We  deal  with  many  companies 
who  have  surplus  assets,  but  it's  hush- 
hush — none  of  them  wants  to  discuss  it 
publicly,"  says  Alan  A.  Nadel,  a  partner 
with  Arthur  Andersen  LLP.  "It's  a  major 
corporate  asset,  and  companies  don't 
want  to  talk  about  how  they  might  uti- 
lize it." 

STRATEGIC  WEAPONS.  But  utilize  it  they 
will.  Although  companies  are  prohibited 
from  tapping  directly  into  much  of  the 
surplus  in  so-called  defined-benefit  plans, 
which  provide  a  fixed  level  of  benefits  to 
retirees,  there  are  significant  ways  to 
use  a  surplus  to  the  company's  advan- 
tage. For  one  thing,  an  overfunded  plan 
means  a  company  doesn't 
have  to  make  cash  contribu- 
tions to  the  plan,  leaving 
more  cash  for  expansion  or 
other  corporate  expenditures. 
Overfunded  plans  can  tap 


a  big  bang  for  their  bucks  by  putting 
assets  into  equities.  On  average,  de- 
fined-benefit plans  hold  43%  of  assets 
in  stocks,  according  to  the  Employee 
Benefit  Research  Institute  (ebri).  Not 
an  overwhelming  amount,  considering 
how  much  stocks  have  appreciated  in 
recent  years.  But  the  largest  pension 
plans  typically  allocate  at  least  60%  to 
stocks.  Some  companies  take  even  larg- 
er equity  stakes — Motorola  Inc.  has  as 
much  as  74%  in  stock  (table).  "Large 
corporations  such  as  at&t  and  gte  Corp. 
are  very  heavily  equity-weighted,"  notes 
Dallas  L.  Salisbury,  ebri's  president. 
"Their  plans  are  so  significantly  over- 
funded  that  they  can  afford  to  take  the 
volatility  risk."  at&t's  defined-benefit 
plans  have  a  surplus  of  about  $10  billion. 
And  gte's  plan  surplus  is  $6  billion — or 
more  than  $6  a  share. 

Many  of  the  largest  plans  have  clone 
so  well  that  they  fund  themselves. 
"Very  few  of  us  put  any  money  into 
the  pension  funds,  and  there  are  huge 
amounts  coming  out  to  pay  pensions 
and  in  downsizings,"  says  Ronald  Boiler, 
vice-president  of  investments  for 
Owens-Illinois  Inc.,  which  has  a  $2.5  bil- 
lion plan  that  is  70%  invested  in  stocks. 
"We  haven't  had  to  put  a  nickel  in  our 
fund  for  years."  Since  corporations  don't 
get  tax  deductions  for  putting  money 
into  very  overfunded  plans,  many  have 
stopped  contributing  and  are  letting 
funding  levels  drift  down. 


Equity  Appetites  Vary 


Plans  that  Invest  . . .  And  Plans 

Heavily  in  Stocks . . .  that  Don't 

into  the  surplus  to  cover  PERCENT  OF  ASSETS  IN  STOCKS*  PERCENT  OF  ASSETS  IN  STOCKS* 

hefty  retiree  medical  costs,         PENNEY "  7~6%  PHILLIPS  PETROLEUM  32% 

Surplus  assets  also  give  a    MOTOROLA  ~~74~~  PROCTER  &  GAMBLE  40 

big  boost  to  earnings.  And     

a  pension  surplus  can  be  a    DEERE  73  UNION  CARBIDE  41 

AT&T  70  RJR  NABISCO  45 

GTE  "70"  ABBOTT  LABS  ~50" 


strategic  weapon,  affording 
a  company  the  flexibility  to 
sweeten  early  retirement 
packages  in  downsizings. 
Corporations  have  gotten 


*For  defined  benefit  plans  as  of  Sept.  30,  1995 


DATA  PENSIONS  &  INVESTMENTS 
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'apping  surplus  assets  got  a  lot 
*her  after  the  raids  on  corporate 
sion  plans  in  the  1980s.  Then,  some 
ers  recouped  the  purchase  price  of  a 
ipany  and  more  by  terminating  an 
rfunded  plan,  replacing  benefits  with 
uity  contracts,  and  pocketing  what 
left.  To  put  an  end  to  such  maneu- 
5,  Congress  tacked  on  a  50%  excise 
and  a  35%  income  tax  that  makes 
ninating  an  overfunded  plan,  without 
stituting  another  one  with  similar 
benefits,  a  foolhardy  venture. 
Just  about  the  only  straight- 
forward  use  of  surplus  as- 
mjk       sets  is  to  pay  retiree 


medical  costs.  If  a  plan's  assets  are  con- 
sistently at  a  level  of  at  least  125% 
above  liabilities,  then  it  can  take  money 
out  of  the  pension  plan  to  cover  retiree 
medical  costs.  Owens-Illinois  has  done 
that  for  four  of  the  past  five  years.  "We 
have  had  big-time  retiree  medical  to 
pay,  and  being  able  to  pay  it  out  of  the 
pension  fund  has  been  wonderful,"  says 
Boiler,  at&t  and  DuPont  Co.  have  also 
tapped  surplus  funds  to  pay  retiree 
medical  costs  over  the  years. 

Surplus  assets  can  also  increase  a 
company's  earnings.  That's  because  the 
expense  of  providing  a  defmed-benefit 
pension  fund  decreases  as  the  earnings 
on  assets  increase.  Pension  expense  is 
offset  by  the  expected  return  on  pen- 
sion assets.  'When  your  assets  get  to 
be  significantly  large,  that  number 
gets  big  enough  to  cause  total  ex- 
pense to  be  a  negative  number," 
notes  James  Baumstark,  a  princi- 
pal at  Chicago  Consulting  Actuar- 
ies Inc.  That  offset  to  expense  is 
called  a  pension  credit  and  it 
works  its  way  into  earnings.  "In 
some  cases,  it  can  make  up  as 

Surplus  funds,  swollen  by 
pF  soaring  stocks,  allow  companies 

to  beef  up  earnings,  offer  early 
retirement,  and  free  up  cash 


much  as  20%  to  25%  of  reported  earn- 
ings," says  Baumstark.  Ethan  E.  Kra,  a 
managing  director  at  consulting  firm 
William  M.  Mercer  Inc.,  scanned  a  data- 
base of  1994  earnings  at  300  public  com- 
panies and  found  40  companies  that  re- 
ported  pension   income.   The  total 
amount:  $2.3  billion.  In  the  case  of  gte, 
its  1995  reported  earnings,  before  a 
one-time  charge,  were  $2.5  billion — 
and  $403  million,  or  16%,  of  that  is 
pension  credit,  according  to  the 
company.  DuPont  and  General 
Electric  Co.  also  have  big  pen- 
sion credits. 

Some  companies  are  loath  to 
talk  about  their  surpluses  be- 
cause it  might  invite  an  un- 
friendly takeover.  The  overfund- 
ed   plan    at    aviation  and 
electronics-products  manufactur- 
er Teledyne  Inc.  was  a  motiva- 
tion for  a  hostile  takeover  bid  by 
whx  Corp.,  parent  of  Wheeling- 
Pittsburgh  Steel  Corp.  Analysts  say 
that  Teledyne's  surplus  of  $851.4  mil- 
lion is  a  big  lure  to  whx,  which  is 
facing  labor  negotiations  that  will 
likely  result  in  higher  pension 
obligations.  But  if  it  merges 
with  Teledyne  and  adopts 


their  plan,  it  could  avoid  making  a  big 
cash  infusion.  If  whx  takes  over  Tele- 
dyne and  needs  to  do  any  downsizing, 
Teledyne's  pension  surplus  could  be  a 
big  help. 

To  avoid  becoming  a  takeover  target, 
some  companies  make  a  concerted  effort 
to  use  up  some  of  their  surplus.  One 
corporate  treasurer  tells  of  how  his  com- 
pany was  worried  about  "becoming  very 
visible  with  our  big  overfunding."  The 
plan  had  no  element  of  cost,  and  "we 
were  recognizing  income.  The  plan  as- 
sets on  our  books  were  equal  to  our 
company's  net  worth." 
FUNDING  DOWNSIZING.  To  bring  down 
the  level  of  overfunding,  the  treasurer 
modified  his  company's  defined-benefit 
plan.  He  added  a  feature  that  could  be 
funded  out  of  the  old  plan's  surplus. 
That  so-called  "cash  balance"  feature 
guarantees  employees  a  return,  often 
tied  to  the  30-year  Treasury  bond,  and 
allows  employees  to  take  pensions  with 
them  when  they  change  jobs. 

Surpluses  can  also  help  companies 
that  are  in  dire  economic  straits.  Take 
DeSoto  Inc.,  a  consumer  goods  company 
in  South  Holland,  111.  In 
January,  DeSoto  notified 
the  Pension  Benefit  Guar- 
anty Corp.  that  it  plans  to 
terminate  its  employee  re- 
tirement plan  in  April  if  it 
gets  government  approval. 
The  company's  press  re- 
lease notes  that  its  plan  is 
"substantially  overfunded" 
and  that  DeSoto,  which  is  in  a  liquidity 
squeeze,  "has  been  continually  evaluat- 
ing various  methods  of  maximizing  the 
economic  benefit  of  their  excess  funds." 
If  able  to  terminate  the  plan,  it  would 
use  the  money  to  pay  off  creditors  and 
"stabilize  continuing  operations."  DeSo- 
to is  also  exploring  a  merger  as  an  al- 
ternative to  terminating  its  plan. 

Overfunded  pension  plans  also  play 
a  big  role  in  downsizings.  They  allow 
companies  to  offer  early  retirement 
deals  and  add  to  a  worker's  pension  as 
an  incentive  to  leave.  In  the  last  few 
years,  the  regional  Bell  telephone  com- 
panies have  made  good  use  of  their 
overfunded  plans.  "One  of  the  reasons 
they  could  achieve  their  downsizing  is 
because  of  their  overfunded  plans,  which 
allow  them  to  extend  pension  enhance- 
ments or  sweeteners  to  employees," 
says  Guy  Woodlief,  an  analyst  at  Dean 
Witter  Reynolds.  "Essentially,  the  down- 
sizing becomes  a  non-cash  event." 

With  the  stock  market  continuing  to 
set  records,  the  returns  on  company 
pension  plans  should  continue  to  mush- 
room. And  that  means  that  Corporate 
America's  hidden  treasure  may  become 
impossible  to  keep  under  wraps. 

By  Suzanne  Woolley  in  New  York 
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Finance 


INSURANCE 


FIRST  AID 

FOR  WORKERS'  GOMP 

By  hooking  up  with  HMOs,  insurers  are  sharply  cutting  costs 

For  years,  the  workers'  compensa-  with  a  subsidiary  of  us  Healthcare  Inc., 
tion  business  has  been  an  unholy  while  cigna  Corp.  has  teamed  up  with 
mess:  exorbitantly  expensive,  rife  Community  Care  Network,  a  big  Cali- 
with  fraud,  and  battered  with  brutal  fornia  medical  network  specializing  in 
boom-and-bust  price  cycles  that  cost  in-  occupational  health  injuries,  hmos  such 
surers  billions.  Many  insurers  have  quit  as  Foundation  Health  Corp.  are  buying 
the  business  in  disgust.  up  regional  workers'  comp  insurers.  "I 

Now  all  of  that  is  changing  dramati-  see  the  shaping  of  a  new  industry,"  says 
cally.  The  $60  billion-a-year  industry  is 
being  revitalized.  A  series  of  state  reg- 
ulatory reforms  has  relaxed  rules  that 
had  hamstrung  insurers.  The  change 
has  brought  about  a  number  of  alliances 
and  mergers  among  workers'  comp  in- 
surers and  managed-care  providers. 

Traditionally,  workers'  comp  plans  al- 
lowed workers  to  visit  any  doctor  or 
hospital  they  wanted,  with  employers 
or  their  insurers  picking  up  100%  of 
the  tab.  Currently,  medical  costs  con- 
sume nearly  45(2  of  every  workers' 
comp  claim  dollar.  But  by  collaborating 
with  health-maintenance  organizations  *j0 
and  other  managed-care  companies, 
insurers  are  sharply  cutting  costs  by 
taking  advantage  of  current  penny- 
pinching  case-management  and  volume- 
discount  techniques.  In  return,  health- 
care companies  receive  a  generous  flow 
of  new  customer's  for  their  sprawling  but 
undeiutilized  networks  of  doctors  and 
other  health  professionals.  "It's  the  most 
dramatic  period  of  change  I've  witnessed 
since  I've  been  in  the  business,"  says 
Executive  Vice-President  Thomas  Ra- 
mey  at  Liberty  Mutual  Insurance  Co. 
partnerships.  The  leader  in  this  trend 
has  been  California.  In  1093,  the  state 
passed  a  series  of  legislative  reforms 
that  effectively  opened  up  the  state's 
comp  system,  allowing  hmos  to  freely 
link  up  with  insurers.  Competitors  are 
now  quoting  risks  at  30%  to  40%  off 
published  rates.  Early  this  year,  the 
State  Compensation  Insurance  Fund, 
made  up  of  255,000  policyholders,  allied 
itself  with  the  -  Mite's  leading  managed- 
care  company,  4.6  million-member  Kaiser 
Permanente.  The  deal  brings  together 
the  state's  largest  comp  and  managed- 
health-care  providers. 

Deals  to  link  big  insurers  with  health- 
care networks  are  flourishing:  i  rr  Hart- 
ford Group  Inc.  formed  partnerships 


Ron  Williams,  executive  vice-president 
of  network  services  at  Blue  Cross  of 
California,  which  bought  UnicARE,  a 
state  workers'  comp  earner,  in  1994. 

Some  states  are  mandating  that  com- 
pensation insurers  work  with  health- 
care providers.  In  Florida,  all  employers 
must  offer  some  form  of  managed  care 
for  comp  claims  by  January.  In  that 
state  alone,  Liberty  claims  savings  of 
$106  million  from  using  managed  care 
since  1994.  In  Connecticut,  companies 
that  offer  managed  care  to  cover  work- 
ers' comp  can  force  their  employees  to 
seek  out  company-approved  doctors.  Ar- 
kansas requires  that  workers  who  are 
out  of  work  for  more  than  five  weeks 
with  an  on-the-job  injury  must  submit  to 


a  claim  review  by  an  independent  ri 
Cost  savings  to  companies  have 
substantial.  Some  insurers  are  offi 
employers  who  sign  up  discounts  of 
where  from  5%  to  10%.  At  Coca- 
Bottling  Co.  of  New  York,  the  com 
paid  an  average  $3,164  in  comp  claii 
1989,  when  it  turned  to  managed 
and  addressed  long-standing  safet 
sues  in  its  plants.  Today,  its  ave 
comp  claim  is  $1,257 — a  60%  redu< 
Prior  to  the  change  in  approach,  "1 
was  not  a  lot  of  focus  at  the  com 
about  what  was  happening,"  says 
garet  Hill,  director  of  risk  manager 
RAKING  IN  BILLIONS.  The  restructu 
have  also  been  a  bonanza  for  the  i 
insurance  industry.  During  the 
1980s  and  early  1990s,  when  the  i 
market  was  severely  depressed,  th 

WHY  INSURERS  AND  D0CT0F 
ARE  GETTING  IT  TOGETHER 

WORKERS'  COMP  INSURERS  need 
managed-care  operations  to  c 
medical  costs,  which  accour 
for  about  50(2  of  every  com 
ciaim  dollar 

HEALTH-CARE  PROVIDERS  ne 

a  constant  stream  of  cus- 
tomers for  their  sprawling 
networks  of  doctors  and 
hospitals 

REGULATORY  REFORMS  in  sue 

key  markets  as  California  a 
Florida  are  forcing  insurers 
offer  managed  medical  care 
injured  workers 

EMPLOYERS  are  winning  dis- 
counts of  up  to  10%  from  con- 
carriers  who  have  formed  man- 
aged-care alliances 

DATA;  BUSINESS  WEEK 

dustry's  combined  losses  topped  $4 
lion.  Insurance  analysts  Conning  <£ 
estimate  that  comp  insurers  should 
more  than  $4  billion  in  operating  pr 
this  year  even  as  the  total  volun 
premiums  shrink  due  to  falling  pr 
"There's  been  a  remarkable  turnan 
in  workers'  comp,"  says  William  D.  '. 
er,  president  of  the  National  Counc 
Compensation  Insurance,  which  I 
set  workers'  comp  rates  nationwidi 

For  the  health-care  industry,  r 
aged  care  proved  a  valuable,  albeit 
troversial,  tool  for  cost-cutting.  Worl 
comp  is  likely  to  benefit  hugely  fn 
strong  dose  of  the  same  medicine. 

By  Tim  Smart  in  Hartford, 
Nanette  Byrnes  in  Los  Angeles 
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VESTMENT  BANKING 


HE  STAMPEDE  TO  FINANCE 
WONESIA  INC. 

ivatizations  have  thrown  Wall  Street  firms  into  close  combat 


was  one  of  the  biggest 
plashes  in  Jakarta's  finan- 
ial  circles  in  some  time. 
5  January,  Merrill  Lynch  & 
opened  a  9,000-square-foot 
:e  in  the  glitzy,  32-story 
er  that  houses  the  new  Ja- 
:a  Stock  Exchange.  Curi- 
ly,  though,  the  expensive 
ce  space  had  remained 
>ty  for  a  year  while  Mer- 
5  bankers  worked  out  of 
Grand  Hyatt  Jakarta.  Mer- 
says  its  staff  was  too  busy 
h  two  big  privatization 
Is  to  move  earlier.  But 
rces  say  Merrill  had  an- 
ir  motivation  for  delaying. 

firm  was  initially  unsure 
;ther  to  make  a  big  commitment  to 
onesia  and  wanted  to  keep  its  op- 
ls  open.  Yet  it  wanted  to  appear 
•e  committed  than  competitors,  espe- 
[y  archrival  Morgan  Stanley  &  Co., 
ch  didn't  have  an  office  in  town, 
is,  in  a  country  where  perception  is 
ost  as  important  as  reality,  Merrill 
led  up  for  the  high-visibility  space 

I  great  fanfare  but  really  waited  a 
r  before  it  took  the  plunge  and  ac- 
hy opened  its  office. 

Velcome  to  one  of  the  fiercest  battle- 
unds  in  the  world  for  investment 
ks.  Since  1994,  Jakarta  has  been 
lined  with  bankers  scrambling  for 
le  of  the  largest  government  privat- 
ions in  Asia.  With  state-owned  com- 
ies  such  as  Krakatau  Steel  and  Bank 
?ara  Indonesia  ready  to  go  public  in 
8  and  40  more  to  follow,  hundreds  of 
ions  of  dollars  in  fees  are  at  stake, 
lere  will  be  lots  of  money  made  this 
r,"  says  Mitchell  Shivers,  president- 
ictor  of  Merrill  Lynch  Indonesia. 
ECOM  fiasco.  By  many  measures, 
rrill  Lynch  is  leading  the  herd  of 

II  Street  firms  thundering  into  Indo- 
ia.  Merrill  earned  about  $17  million 
ees  for  the  initial  public  offerings  of 
'  Indonesian  telecommunications  films 
.994  and  1995.  It  owns  80%  of  Merrill 
ich  Indonesia;  the  rest  is  held  by  a 
ipany  whose  controlling  shareholder 
lashim  Djojohadikusumo,  the  broth- 
n-law  of  President  Suharto's  second- 
est  daughter.  In  Indonesia,  doing 
liness  with  Suharto's  relatives  is 


JAKARTA 


TOKYO 


SHIVERS:  NEW  MARKETS,  NEW  BALL  GAME 


Telkom  could  raise  over  $3  billion.  Mer- 
rill took  the  juiciest  plum  in  the  complex 
ipo,  an  issue  of  American  Depository 
Receipts  listed  on  the  New  York  Stock 
Exchange,  while  the  other  banks 
worked  on  tranches  on  the  London  and 
Jakarta  stock  exchanges. 

But  a  lack  of  coordination  among  the 
underwriters  and  meager  investor  inter- 
est forced  the  government  to  slash  the 
deal  almost  in  half,  raising  only  $1.7  bil- 
lion. "It  was  obviously  a  deal  that  was 
overburdened  by  leadership,"  says  Jack 
Wadsworth,  who  heads  Morgan  Stan- 
ley's Asian  business.  The  shares  soared 
60%  in  the  first  three  months,  making 
Finance  Ministry  officials  realize  they 
had  left  too  much  on  the  table  for  inves- 
tors. And  seven  Finance  Ministry  offi- 
cials were  sacked  for  the  ipo's  problems. 
rumor  mongering.  Merrill  is  still  the 
investment  bank  to  beat,  even  replacing 
Morgan  Stanley  as  financial  adviser  to 
Telkom.  But  Morgan  Stanley  remains  hot 
on  Merrill's  heels.  Morgan's  lawyers  are 
working  feverishly  to  finish  a  joint  ven- 
ture with  a  holding  company  controlled 
by  Suharto's  eldest  daughter,  Siti  Hardiy- 
anti  Rukmana.  It  is  scheduled  to  open  in 
1996.  Morgan  will  own  50%,  Tridan  will 


Doing  business  in  Jakarta  means  doing  business 
with  the  Suharto  clan,  who  are  often  partners 
and  always  have  the  final  say  on  major  deals 


obligatory,  since  the  ruling  family  has 
the  final  say  on  major  business  deals. 

Merrill,  though,  is  still  blamed  by 
some  for  the  pt  Telkom  fiasco  in  1995. 
Merrill  and  three  other  banks — Gold- 
man Sachs,  S.  G.  Warburg,  and  Lehman 
Brothers — won  the  Telkom  deal  by 
forming  a  consortium  of  "global  coordi- 
nators" who  told  the  government  that 


JOCKEYING  IN  JAKARTA 


GOLDMAN  SACHS  One  of  four 
global  coordinators  of  PT  Telkom 
new  issue  in  1995.  Has  joint  oper- 
ating agreement  with  PT  Banana,  a 
brokerage. 

LEHMAN  BROTHERS  A  PT  Telkom 
global  coordinator. 

MERRILL  LYNCH  Underwrote 
Indosat  in  1994.  Also  a  PT  Telkom 
global  coordinator.  In  January, 
launched  a  joint  venture  with 
President  Suharto's  son-in-law. 

MORGAN  STANLEY  Adviser  to  PT 
Telkom.  In  1996,  plans  a  joint  ven- 
ture with  one  of  Suharto's  daugh- 
ters and  PT  Makindo,  a  brokerage. 

DATA:  BUSINESS  WEEK 


own  20%,  and  the  rest  will  be  held  by 
the  Indonesian  brokerage  pt  Makindo. 
And  Morgan's  standing  also  benefited  be- 
cause the  firm  did  not  underwrite  the 
Telkom  deal.  It  had  insisted  on  being  the 
sole  lead  undei"writer  and  correctly  told 
the  government  that  the  issue  should  be 
kept  small.  Morgan  lost  on  both  counts 
and  settled  for  a  secondary  role  as  fi- 
nancial adviser.  But,  says  Wadsworth, 
"in  hindsight,  we  got  the  first  prize." 

U.  S.  firms  are  also  squabbling  with 
British  bankers,  which  have  been  mi- 
nor players — even  though  they  arrived 
in  the  country  in  the  late  1980s.  Indone- 
sians favor  American  bankers  because  of 
their  access  to  the  rich  U.  S.  capital 
markets.  In  retaliation,  some  British  in- 
vestment bankers  have  been  spreading 
unsubstantiated  rumors  of  American 
slush  funds  that  are  used  for  bribing 
government  officials. 

Alleged  bribery  aside,  mixing  business 
with  politics  could  become  a  problem  for 
U.  S.  investment  banks.  Suharto,  who 
has  ruled  since  the  1960s,  is  74.  His  death 
could  undeiTnine  deals  linked  to  his  fam- 
ily But  that  is  probably  years  away.  With 
glittering  fees  up  for  grabs,  the  U.  S. 
firms  are  willing  to  take  that  chance. 

By  Michael  Shari  in  Jakarta 


BUSINESS  WEEK  /  MARCH  18,  1996  107 


Intel  and  the 
Smithsonian 
are  proud  to 
bring  you  the 
Smithsonian 
150th  Anniversary 
traveling  exhibit. 
April  10  to 
May  19, 1996  at 
the  Kansas  City 
Convention  Center 
For  information  call 
1-800-913-TOUR. 


PROUD  PAR  I  N!-K 


Smithsonian 


INVESTMENTS 


$70  BILLION 
UP  FOR  GRABS? 

Foreign  firms  will  soon  get  a  chunk  of  Japanese  pension  fui 


Japan's  national  wealth  owes  a  lot 
more  to  manufacturing  excellence 
and  export  might  than  to  skills  at 
managing  money.  Small  wonder,  then, 
that  elite  Japanese  universities  turn  out 
few  world-class  investment  advisers. 
But  giving  money  management  little 
respect  is  costing  Japan  dearly.  Because 
of  ultraconservative  investment  rules, 
sliding  property  prices,  and  a  stock 
market  that  is  still  down  by  half  from 
its  1989  peak,  Japan's  private  and  pub- 
lic pension  funds — with  $2  tril- 
lion worth  of  assets — may  not 
have  enough  cash  on  hand  to 
support  employees  when  they 
retire. 

Japanese   fund  managers 


starting  in  April  they  would  lower 
guaranteed  annual  rate  of  return  fr 
meager  4.5%  to  a  paltry  2.5%. 
good  reason:  Insurers  are  burdene 
$50  billion  in  bad  debts  from  Ja] 
collapsed  property  market,  estin 
ibca  Ltd.  analyst  Koyo  Ozeki. 

News  of  the  downgrade  went 
like  day-old  sashimi.  The  Empl 
Pension  Insurance  System,  or  Nenj. 
Japan's  biggest  pension  fund  with 
billion  in  assets,  immediately  annou 


THE  BATTLE  TO  MANAGE  JAPAN'S  BILLIO 


THE  MARKET  By  1999,  overseas  money 
managers  will  be  given  a  shot  at  managin; 
part  of  $700  billion  in  Japanese  corporate 

have  bailed  to  reach  their  goal  P^i°_n_^nds._  

THE  CHALLENGE  Fed  up  with  dismal 
returns,  pension  funds  are  already  shifting 
money  from  Japanese  life  insurers  that  do 
inate  money  management.  Locals  are  gett 
that  business.  But  some  160  foreign  firms 
including  Goldman  Sachs,  J. P.  Morgan,  ar 


of  an  annual  5.5%  return  on  as- 
sets since  the  bubble  economy 
days  of  1988,  so  getting  higher 
returns  out  of  public  pension 
assets  is  a  key  concern  as  the 
nation  ages.  That  challenge, 


heightened  by  recent  moves  to  n 
i       i  .   .i         •    .    •         Bare  ays  Bank,  a  so  want  in. 
deregulate  the  pension  business    -°L-  "l^Jl°12L--y-V°Lz"Ji 


and  let  foreigners  have  a  crack 
at  winning  an  increased  piece 
of  the  action,  have  money  man- 
agers— such  as  Goldman  Sachs, 
Morgan  Stanley,  J.  P.  Morgan, 
and  Britain's  Barclays  Bank — 
salivating.  "This  is  a  real  watershed," 
says  John  R.  Thomas,  president  of  J.  P. 
Morgan  Trust  Bank  Ltd.  He  thinks  for- 
eign money  managers  could  get  up  to 
10%  of  Japan's  $700  billion  in  corporate 
pension  business  in  five  years,  up  from 
less  than  1%  now.  That  could  bring 
foreigners  some  $700  million  in  annual 
revenues. 

CASH-STRAPPED.  Driving  this  enthusi- 
asm are  moves  by  Japan's  Ministry  of 
Finance  to  break  the  virtual  monopoly 
on  fund  management  enjoyed  by  life  in- 
surers and  trust  banks.  The  ministry 
plans  to  open  half  the  pension  market  to 
new  competitors  from  both  Japan  and 
overseas  in  April;  the  rest  of  the  market 
will  become  available  by  1999.  The  min- 
istry acted  after  the  U.  S.  persuaded 
Japan  in  1994  to  deregulate  pension 
fund  management. 

Other  forces,  too,  are  reshaping  the 
nation's  pension  management  business. 
In  January,  Japan's  cash-strapped  life 
insurers,  which  manage  40%  of  corpo- 
rate pension  assets,  announced  that 


THE  PAYOFF  J. P.  Morgan  believes  foreign 
firms  could  grab  up  to  10%  of  the  corpora 
pension  market,  worth  some  $700  million 
annual  revenues. 

DATA:  BUSINESS  WEEK 

plans  to  yank  $47.6  billion  away  froi 
surers.  It  hasn't  said  who  will  gel 
dough,  but  foreigners  expect  to  re< 
some  of  it.  They  are  heartened  b> 
system's  recent  move  to  steer  $285 
lion  apiece  to  Goldman  Sachs  &  Co. 
Morgan  Stanley  &  Co. 

Japanese  competitors  aren't  sil 
still  while  the  foreigners  gear  up 
surers  are  beefing  up  money-mar 
ment  arms  to  retain  business,  and 
mura  Securities  Co.  is  vying  for 
fruits  of  deregulation.  But  given 
gap  in  Japan's  pension  system,  for 
money  managers  will  probably  g 
hard  look.  "Competition  is  the  only 
for  efficient  asset  management," 
knowledges  Takumi  Gunji,  head  of  \ 
p ii kit's  management  planning  offic 
foreigners  introduce  a  healthy  dos 
competition  to  Japan's  pension  man 
ment  business,  their  shareholders— 
the  retirement  savings  of  the  Japa 
public — might  both  be  better  serve 
By  Brian  Bremner,  with  Yoko 
bata,  in  Tokyo 
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isideWall  Street 


GENE  G.  MARC  I A  L 

ARGAINS:  DRUGS, 
RUISES,  TIN  CANS 

lot  of  people  complain  that  the  ram- 
paging market  offers  few  good 
p.  "Bunk,"  says  Carol  McMurtrie,  a 
naging  partner  at  Loomis  Sayles, 
ich  steers  $44  billion  in  assets, 
if  you  look  in  the  right  places  for 
lart"  stocks,  bargains  abound,  she 
;ues.  Three  picks:  Eckerd  (eck),  the 
ion's  third-largest  drug  chain,  with 
re  than  1,705  stores  in  the  Southeast 
1  Texas;  Carnival  (ccl),  which  oper- 
s  about  20  cruise  ships;  and  Crown 
rk  &  Seal  (cck),  a  maker  of  metal 
1  plastic  packaging  products. 
Fhese  companies,  she  explains,  have 
ovative  managers  and  snappy  pros- 
its.  "I'm  always  looking  for  value," 
s  McMurtrie — and  Eckerd,  Carni- 
,  and  Crown  Cork  all  have  "unrecog- 
sd  growth  potential  and  underpriced 
ets." 

Loomis  Sayles  analyst  Lauren  Allan- 
ith  says  Eckerd's  Sunbelt  markets 
'e  "the  strongest  long-term  earnings- 
wth  potential."  And  the  fierce  compe- 
on  in  drugstores  has  forced  many  in- 
>endents  and  small  chains  to  sell  out 
larger  operators. 

Allansmith  thinks  Eckerd  itself  is  a 
ential  buyout  target.  "It  could  be 
[uired  by  Rite  Aid,  whether  or  not 
e  Aid's  proposed  acquisition  of  Rev- 
goes  through."  Rite  Aid  has  little 
isence  in  the  Sunbelt, 
tfow  at  47,  Eckerd  stock  is  worth  at 
st  55,  figures  Allansmith,  based  on 
■  earnings  projection  of  $3.41  a  share 


For  'Underpriced  Assets': 


STOCK  P-E  TARGET 
PRICE     (1997  EST.)  PRICE 


1KERD 

47 

14 

55 

IRNIVAL 

28 

13 

38 

?0WN  CORK  &  SEAL  49 


13 


60 


DATA:  BLOOMBERG  FINANCIAL  MARKETS.  LOOMIS  SAYLES  CO. 

the  year  ending  Jan.  30,  1997,  up 
m  the  $2.99  estimate  for  fiscal  1996. 
tn  the  cruise  business,  competition 
>  also  been  stiff,  but  Carnival,  which 
3  28%  of  the  market,  continues  to 
engthen — as  its  rivals  get  out  of  the 
ter  or  are  acquired  by  larger  compa- 
is.  Some  analysts  think  Carnival's 
jor  stake  in  Kloster  Cruise  may  en- 
e  it  to  acquire  its  Norwegian  Cruise 


McMURTRIE:  Look 
in  the  right  place 


Line.  Jay  Pearl- 
stein,  an  analyst  at 
Loomis  Sayles,  sees 
Carnival's  stock, 
now  at  28  a  share, 
hitting  the  high  30s 
this  year.  He  ex- 
pects Carnival  to 
make  $2.15  to  $2.20 
next  year,  a  leap 
up  from  1996's  esti- 
mated $1.80  and 
1995's  $1.59. 

McMurtrie  says 
it's  hard  for  a  mun- 
dane packaging  maker  such  as  Crown 
Cork  to  "look  like  a  sexy  investment 
play,"  but  it's  poised  to  be  the  world's 
largest  packaging  company — after  its 
acquisition  of  CarnaudMetalBox,  a 
French  packager. 

The  acquisition  gives  Crown  Cork 
added  bargaining  power,  says  Allan- 
smith,  with  its  giant  global  customers, 
such  as  Coca-Cola,  and  with  raw-mate- 
rial suppliers,  such  as  Eastman  Chem- 
ical. Now  at  49,  the  stock  should  hit  60 
in  a  year  or  so,  says  Allansmith.  Ana- 
lysts expect  Crown  Cork  to  earn  $2.65 
this  year  and  $3.75  a  share  in  1997. 


A  FAMILIAR  IMAGE 
ON  THIS  X-RAY? 

Three  years  ago,  Diasonics  broke  it- 
self into  three  companies.  One  of 
them,  oec  Medical  Systems  (oxe),  is 
now  trading  on  the  Big  Board  at  10  a 
share.  Some  investors  are  betting  that 
oec  Medical  is  the  target  of  a  larger 
medical-equipment  company.  Indeed, 
one  of  the  products  of  the  split-up,  Dia- 
sonics Ultrasound,  was  acquired  by  Is- 
rael's Elbit  in  late  1994. 

oec  Medical,  which  makes  computer- 
based  medical  devices — primarily  X- 
ray  imaging  systems — had  an  informal 
offer  last  year  from  a  major  medical- 
equipment  company,  says  one  invest- 
ment manager.  But  oec  and  the  suitor 
couldn't  agree  on  a  price. 

Now,  he  thinks  the  suitor  has  de- 
cided to  come  back  to  the  table,  oec  is 
a  lot  more  attractive  buyout  target  to- 
day, he  argues,  with  practically  no  debt 
and  with  lots  of  cash  on  hand.  In  a 
buyout,  the  pro  figures  oec  is  worth  17 
to  19  a  share. 

The  company  has  been  expanding 
its  product  line,  oec  currently  makes 
urological  X-ray  systems  that  combine 
radiographic  and  fluoroscopic  imaging 
with  digital  imaging-processing  capa- 


bilities used  by  hospitals  and  outpa- 
tient and  surgical  centers.  It  has  sub- 
sidiaries located  in  France,  Germany, 
Italy,  and  Switzerland. 

OEC  recently  signed  a  $10  million, 
two-year  contract  with  Columbia/HCA 
Healthcare  to  supply  mobile  fluoroscop- 
ic imaging  equipment — known  as  mobile 
C-arms — and  urological  imaging  tables. 

One  analyst  expects  oec  Medical  to 
post  earnings  of  $1.30  a  share  next 
year  and  $1.10  this  year,  vs.  last  year's 
94^.  OEC  Chief  Financial  Officer  Randy 
Zundel  says  the  company  is  aggres- 
sively scouting  for  acquisitions,  but  he 
declined  comment  on  rumors  that  OEC 
is  a  buyout  target. 

ALL  EYES  ARE  ON 
LeBOW  HERE,  TOO 

Is  Ben  LeBow  in  or  out?  No,  we 
■  aren't  talking  about  rjr  Nabisco.  We 
mean  his  big  stake  in  a  much  smaller 
company — mai  Systems  (now),  a  pro- 
vider of  customized  information  sys- 
tems to  small  and  midsize  factories, 
hotels,  and  casinos.  According  to  an 
mai  registration  with  the  Securities  & 
Exchange  Commission  in  November, 
LeBow  was  going  to  sell  his  2  million 
shares — a  29.2%  stake.  As  it  turns  out, 
he  did  no  such  thing.  In  late  February, 
LeBow  announced  he  had  sold  297,000 
shares — at  &/>  to  7%  a  share — dropping 
his  holding  to  24.7%.  Some  investors 
are  intrigued.  They  know  LeBow  will 
not  unload  at  a  low  price.  So  they  want 
to  stay  tuned  and  possibly  reap  a  wind- 
fall— as  they  suspect  LeBow  will  do 
when  he  makes  his  move. 

LeBow  became  chairman  of  mai  in 
1984  and  was  ceo  from  1990  to  1993, 
when  the  company  went  into  Chapter 
11.  mai  emerged  from  bankruptcy  in 
1994  after  a  court-assisted  restructur- 
ing. Lebow  resigned  from  the  board 
in  December,  1994.  Some  pros  speculate 
LeBow  may  be  waiting  to  sell  his 
shares  to  a  big  investor  who  wants  to 
be  a  key  stakeholder.  If  so,  the  stock 
could  head  higher. 

Oppenheimer  analyst  Steven  Major 
has  a  price  target  of  12  for  the  stock, 
based  on  a  price-earnings  ratio  of  15 
and  his  1996  estimate  of  81 0  a  share. 
"Our  estimate  could  prove  conserva- 
tive if  the  market  accords  mai  a  higher 
p-e,  based  on  the  company's  potential 
sales  and  earnings-growth  rate,"  says 
Major,  mai's  advantage,  he  says,  lies 
in  its  5,000  loyal  customers  dating  back 
35  years. 
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THE  INTERNET 

"1  VIRTUALLY  DO":  Furukawa  che< 
out  a  WorldsAway  online  weddin 

FUJITSU 

GETS  WIRED 

It's  staking  its  future  on  cyberspace's  still  hazy  frontiers 

Fujitsu  will  need  more  than  m 
This  is  a  company  that  still  gets  7( 
its  revenue  in  its  home  market- 
has  not  done  well  selling  computers 
side  Japan  for  years.  To  change 
management  is  trying  to  break  o 
its  gray-suit  syndrome.  "We  net 
overhaul  the  company,"  says  t 
director  Tatsuzumi  Furukawa,  Fuj 
point  man  on  cyberspace  and  a  1 
successor  to  Sekizawa. 

Already,  clusters  of  researcher 
engineers  are  emulating  Silicon  V 
entrepreneurs.  They  choose  1 
hours,  dress  however  they  want 
pursue  their  own  projects.  The  co 
ny  that  once  balked  at  buying  co 
nents  from  outsiders  now  realiz 
can't  compete  by  building  everyl 
in-house.  It  imports  close  to  $2  bill 
year  in  Asian  components.  One  re 
Fujitsu  has  staged  a  dazzling  i 
around  in  the  Japanese  PC  market 

Now,  Fujitsu's  youthful  staff  is  o 
prove  that — contrary  to  the  reco 
the  past  decade — it  can  compete  in 
moving  computer  markets  arounc 
world.  In  the  networked  era, 
argue,  Fujitsu's  combinatio 

£&  ■  <  ithing  could  be  more  "California" 
HUH  than  a  cyberspace  wedding.  Last 
Ww&  Valentine's  Day,  groom  Joseph 
1  «  1  'filing  sat  on  Venice  Beach  with 
a  laptop.  His  bride  Victoria  Vaughn 
logged  (in  from  Hollywood.  The  Rev- 
erend R.  John  Perling,  Joseph's  father, 
presided  from  his  Beverly  Hills  church. 
As  friend*  lugged  in  from  around  the 
country,  the  couple  assumed  online  per- 
sonas  and  exchanged  lawful  vows. 

The  virtual  chapel  was  part  of 
CompuServ<  [nc.'s  WorldsAway,  a  hip 
cyberhangout  that  has  become  one  of 
the  20  most  popular  forums  on  Com- 
puServe. And  guess  what?  It's  owned 
and  operated  by  Japan's  Fujitsu  Ltd. 

Once  a  flat-footed  follower  of  more 
with-it  U.  S.  companies,  Japan's  No.  1 
computer  maker  and  the  No.  2  in  the 
world — behind  IBM — is  staking  its 
future  on  the  shimmering,  still  elusive 
frontiers  of  cyberspace.  By  1998,  the 
$34  billion  company  aims  to  get  as  much 
as  30%  of  its  revenues  from  Internet- 
related  services,  software,  and  hard- 
ware. Fujitsu's  tough  64-year-old  Pres- 
ident Tadashi  Sekizawa  is  plowing 
nearly  half  the  company's  $3.6  billion 
research  and  development  budget  into 
the  Internet  and  multimedia.  If  his  plan 
works,  Fujitsu — not  Sony  Corp. — may 
be  the  Japanese  electronics  giant  to 
take  on  America's  Internet  warriors. 
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JJITSU'S  GROWING  ARSENAL 
OF  INTERNET  PRODOCTS 
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HARDWARE 


PERSONAL 
COMPUTERS 

Fujitsu  is  making 
a  strong  push  into 
PCs,  hoping  to 
master  network 
software  and 
services. 

PLASMA 
DISPLAYS  Fujit- 
su leads  the  world 
in  these  wall- 
hanging  displays. 
They'll  serve  as 
TVs  and  computer 
monitors  in  future 
homes. 


ATM  SWITCHES 

Fujitsu  is  a  leader 
in  these  ultrahigh- 
speed  telecom 
switches.  They 
may  be  the  back- 
bone of  the  Info 
Superhighway. 


sngths — in  semiconductors,  com- 
srs,  and  telecom — will  pay  off.  One 
mple:  Fujitsu  beat  out  the  world's 
makers  of  digital-phone  switches 
iem  for  a  contract  to  provide  high- 
sd  switches  for  a  state-sponsored 
work  in  North  Carolina. 
.L  TVs.  Fujitsu's  labs  boast  an  ar- 
of  next-generation  components, 
pfrogging  rivals,  it  is  getting  set  to 
out  42-inch- wide,  flat-screen  plasma 
days  that  could  become  the  world's 
;  commercial  wall-hanging  television 
i  The  company  has  invested  about 
)  million  to  build  a  plant  in  southern 
an  to  crank  out  the  screens,  be- 
ling  this  October.  They  cost 
100  each  now,  but  Fujitsu  pre- 
s  prices  will  drop  and  plasma 
;ens  will  start  to  replace  cath- 
-ray  tubes  in  TVs,  creating  a 
tillion  business  by  2000. 
Tie  company  has  some  cutting- 
e  software,  too,  including  an 
3ct-oriented  database  program. 
:ently  it  struck  a  deal  with  Com- 
er Associates  International,  the 
3  U.  S.  software  maker,  to  sell 
mine,  a  programming  system 
t's  based  on  its  database  pack- 
.  Jasmine  is  aimed  at  developing 
lications  such  as  online  shopping 


areas  for  the  World 
Wide  Web.  Fujitsu  is 
also  readying  some 
dazzling  network 
software — from  vir- 
tual-reality games  to 
business  applications 
for  the  Web. 

Fujitsu  does  face 
crucial  challenges. 
U.S.  mainframe 
maker  Amdahl  Corp., 
in  which  Fujitsu 
holds  a  43.5%  stake, 
is  steadily  losing 
share  to  IBM.  British 
subsidiary  icl  is  per- 
forming poorly,  too. 

On  the  other  hand, 
Fujitsu's  Japanese 
business  has  turned 
around  smartly 
(chart,  page  112). 
Thanks  to  a  massive 
nationwide  splurge 
on  technology,  the 
company  is  expected 
to  report  $571  million 
in  earnings  for  the 
year  ending  Mar. 
31 — up  33%  from 
$429  million.  Sales 
are  expected  to  come 
in  11%  ahead  of  last 
year's  $31  billion.  Morgan  Stanley  &  Co. 
estimates  Japan's  spending  on  informa- 
tion and  telecommunications  gear  and 
services  will  expand  from  $294  billion  in 
1993  to  $619  billion  in  2000,  which 
should  keep  Fujitsu  humming. 

A  crucial  source  of  profits  at  home  is 
Fujitsu's  16,000  system  engineers  who 
can  cobble  together  networks  for  Fujit- 
su and  non-Fujitsu  products.  Since 
Fujitsu  is  a  trusted  supplier  to  giants 
such  as  Toyota  Motor,  Mazda  Motor, 
and  Nippon  Telegraph  &  Telephone,  it 
has  a  leg  up  on  rival  suppliers  when 
these  customers  start  experimenting 


SERVICES 


WORLDSAWAY 

An  online  chat 
area  on  Compu- 
Serve in  which 
cybernauts  don 
animated  human 
forms,  called 
avatars,  and  inter- 
act in  graphic 
chat  rooms. 

NIFTY-SERVE 

Japan's  oldest 
and  largest  online 
service  provider,  it 
boasts  1.5  million 
subscribers  and  is 
growing  rapidly. 

INFOWEB  Japan's 
Internet  access 
providers  still  lag 
behind  those  in 
the  U.S.,  but 
Fujitsu  got  in  on 
the  ground  floor. 


DATA:  COMPANY  REPORTS 


with  new  computing  concepts,  such  as 
"intranets" — internal  Web  sites. 

Another  asset  Fujitsu  can  leverage 
on  the  Net  is  NIFTY-Serve,  its  10-year- 
old  online  service.  Some  1.6  million 
Japanese  now  log  on  regularly,  and  the 
number  could  hit  2.3  million  by  yearend. 
That  service  relies  on  a  high-speed  net- 
work, fenics,  that  Fujitsu  developed 
for  mainframe  clients.  Now  it  wants  to 
expand  fenics  directly  to  North  Amer- 
ica and  Southeast  Asia.  Fujitsu  already 
runs  CompuServe's  online  services  in 
Australia,  Korea,  and  Taiwan. 

Fujitsu  also  figures  it  can  use  some  of 
its  mainframe  software  on  the  Net. 
That's  where  Jasmine  got  its  start — as 
part  of  a  project  with  Mazda  Motor 
Corp.  "It's  wrong  to  think  that  the 
mainframe  world  is  simply  being  eaten 
away  by  PCs,"  Furukawa  argues. 
"Rather,  the  question  is  how  PC  users 
can  get  the  most  from  assets  developed 
for  mainframes." 

VIRTUAL  SCHOOL.  Fujitsu,  which  already 
has  a  $1  billion  telecom  equipment  busi- 
ness in  the  U.  S.,  is  counting  heavily  on 
the  North  Carolina  contract  to  prove  its 
leadership  in  new  technology — just  as 
U.  S.  phone  companies  are  planning  mas- 
sive upgrades.  For  a  decade,  Fujitsu, 
NEC,  and  Hitachi  have  been  funneling 
billions  of  dollars  in  r&d  funds  into  a 
high-speed  switching  technology  called 
"asynchronous  transfer  mode,"  which 
handles  images,  sound,  and  text  with 
equal  ease.  But  getting  ATM  beyond  the 
lab  has  been  tricky.  In  North  Carolina, 
engineers  from  BellSouth,  Sprint,  and 
gte  picked  Fujitsu  over  at&t,  Northern 
Telecom,  and  others  for  the  contract  to 
wire  schools,  government  offices,  hospi- 
tals, and  prisons  with  atm  gear.  Fujitsu's 
price  was  "extremely  competitive,"  ac- 
cnrdimr  to  one  source. 

Today,  the  highway  is  a  highly  visible 
showcase  of  Fujitsu  technology,  linking 
74  schools  and  hundreds  of  other  sites. 
Students  can  attend  class  remotely  at 
the  state's  top  universities  by  using 
video  terminals.  "We're  at  the  fore- 
front of  fiber-optic  technology," 
says  John  Friedrick,  executive 
director  of  the  North  Carolina 
School  of  Science  &  Mathematics  in 
Durham.  "We've  had  visitors  from 
South  America,  Israel,  Australia, 
and  South  Korea." 

To  keep  on  the  cutting  edge, 
Sekizawa  continues  to  push  a  cul- 
tural revolution.  "We  have  to  dis- 
cover a  whole  new  path,"  he  says. 
At  the  Tokyo  development  center 

MULTIMEDIA  MAN:  CEO  Sekizawa 
is  plowing  billions  into  R&D 
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Information  Processing 


of  Shuzo  Morita,  director  of  Fujitsu's 
thrust  into  new  computer  interfaces, 
long-haired  hackers  and  animators 
work  with  staid  engineers  to  create 
games  and  3-D  software  domains 
beyond  the  cartoonish  spaces  of  Worlds- 
Away.  Some  contain  exotic  creatures 
that  evolve  and  interact  with  humans 
onscreen. 

SLASHER.  Despite  his  42-year  tenure  at 
the  company,  Sekizawa  may  be  just  the 
man  to  force  Fujitsu  into  the  future.  A 
telecommunications  engineer  who  grad- 
uated from  prestigious  Tokyo  Univer- 
sity, Sekizawa  wasted  no  time  after  be- 
coming president  in  1990 
to  shake  things  up.  He 
hacked  away  at  an  organi- 
zation that  had  grown  fat 
during  Japan's  1980s  boom. 
A  dour  taskmaster  who 
seldom  expresses  satisfac- 
tion to  the  troops,  he  has 
cut  nearly  10%  of  the  par- 
ent company's  workforce 
since  1993.  He  also  created 
a  flatter  management 
structure  and  links  pay  to 
performance. 

One  of  his  most  crucial 
decisions  was  promoting 
"open  systems,"  which  let 
customers  mix  hardware 
and  software  from  differ- 
ent vendors.  He  also 
stepped  up  overseas  sourc- 
ing  and  assembly.  The 
result:  a  less  arrogant, 
more  flexible,  market-ori- 
ented company.  "The  com- 
pany has  gotten  leaner, 
and  now  they're  addressing 
the  areas  of  growth,"  says 
Barclays  de  Zoete  Wedd 
analyst  David  Benda  in 
Tokyo. "They've  got  a  very 
good  chance  of  making  it." 

Under  Sekizawa,  Fujit- 
su has  also  made  some 
astute  buys  and  recruited 
new  talent.  WorldsAway,  for  instance, 
was  developed  in  1986  by  Lucasfilm 
Ltd.  of  the  U.S.  Fujitsu  acquired  the 
idea  and  hired  Lucasfilm  developers. 
The  operation  is  now  run  by  Fujitsu's 
subsidiary  in  San  Jose,  Calif.  More  than 
15,000  subscribers  now  log  on  in  147 
countries.  "I  have  a  lot  of  respect  for 
what  Fujitsu  has  been  doing  in  this 
area,"  says  Linda  Stone,  director  of 
Microsoft  Corp.'s  Virtual  Worlds  Group, 
which  is  promoting  a  similar  product. 

Nerdy  even  by  Japanese  standards, 
Fujitsu  "doesn't  even  have  employees 
who  can  talk  about  movies,"  concedes 
Furukawa.  Still,  Fujitsu  wants  "con- 


tent." It  invested  $50  million  in  a 
major  Japanese  .film  studio,  Shochiku 
Co.  And  Kazuto  Kojima,  director  in 
charge  of  the  digital  media  group,  has 
been  visiting  the  world's  great  content 
factories  in  Europe,  Asia,  and  Holly- 
wood, including  20th  Century-Fox 
Film  Corp.  and  Paramount  Communi- 
cations Inc.  "I'm  not  interested  in 
investing  big  money.  I'm  just  seeing 
whether  there's  any  way  that  telecom- 
munications, computer, 

and  film  companies  can  PIPELINE:  Fujitsu  s  U.S. 
work  together,"  Kojima  units  are  key  to  the 
says.  He  hopes  to  raise  company's  Web  strategy 


FUJITSU'S  SALES 
ARE  REBOUNDING... 


...AND  PROFITS  ALSO 
ARE  RISING  STEEPLY 
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Fujitsu's  content  business  to  $100  mil- 
lion by  1998. 

Fujitsu's  biggest  gamble  is  its  bid  for 
PC  market  share — something  most 
Fujitsu  managers  call  critical  to  its  suc- 
cess in  cyberspace.  Its  first  stab  at  a 
multimedia  PC,  fm  Towns,  was  brilliant 
technically,  but  never  took  off.  So  in 
1993,  Fujitsu  joined  other  Japanese  PC 
makers  selling  machines  compatible 
with  DOS  v,  a  Japanese-language  ver- 
sion of  Microsoft  ms-dos  that  runs 
Microsoft  Windows. 

Fujitsu's  real  assault  came  a  year 
later.  It  dumped  many  longtime  Japan- 
ese suppliers  for  American  and  South- 


east Asian  rivals  that  sold  coi 
nents  for  20%  to  30%  less  and  b< 
building  peripherals  such  as  disk  di 
in  Thailand  and  assembling  finishe( 
in  Taiwan.  In  many  of  its  PCs,  i 
than  90%  of  the  parts  are  now 
Japanese. 

The  overhaul  lowered  costs.  1 
Fujitsu  plowed  hundreds  of  millio 
dollars  into  advertising  and  disti 
tion.  Today,  analysts  reckon  Fujit 
losing  $300  on  each  $$ 
machine  it  sells — ad 
up  to  more  than  $1  mi 
each  day.  The  payoff: 
year  Fujitsu  double< 
Japanese  market  sha 
18.2%,  becoming  the  ] 
vendor  after  NEC  C 
according  to  Dataq 
Inc.  Fujitsu  aims  to 
2.5  million  PCs  in  3, 
this  year  and  5  mi 
units,  for  a  30%  si 
by  1998. 

Competitors  who  d 
the  company  will  keep 
up  should  study  \ 
Fujitsu  has  done  befoi 
used  lowball  bids  for 
ernment  contracts, 
instance, to  push  pasl 
in  Japanese  mainfra 
It  once  raised  a  sti: 
submitting  a  bid  of 
one  yen  to  win  a  1 
computer  software 
tract.  It's  ready  to  be 
tough  in  pes,  too.  PCs 
the  key  to  "network 
vices,  the  Internet, 
software  sales,"  exp 
Furukawa. 

Will  it  also  jump 
the  U.  S.  PC  brawl?  F 
su  recently  created  a 
U.  S.  personal  comp 
operation  and  opene 
assembly  plant  in  F. 
boro,  Ore.  But  a  spo 
man  says  the  company  will  tal 
slowly  in  the  crowded  U.  S.  mark 
Ultimately,  of  course,  not  al 
Fujitsu's  gambles  will  pay  off.  It 
yet  to  lay  out  its  plan  to  reviv< 
overseas  mainframe  operations 
take  on  systems  integration  gi 
such  as  ibm  outside  Japan.  Still,  no 
er  Japanese  giant  has  marshaled 
resources — or  embraced  the  vision 
fight  so  boldly  in  the  battle  for  cy 
space. 

By  Steven  V.  Brull  in  Tokyo, 
Robert  D.  Hof '  in  San  Francisco,  J 
Flynn  in  London,  and  Neil  Gros 
New  York 
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Tremno 


Snead 


Rodriguez 


Palmer 


Watch  the  Legends  team  up 
to  battle  the  IPC  Stadium  Course  at  PGA  WEST. 


Saturday,  March  23  l-3pm  EST    Live  on  ABC. 


Sunday,  March  24  2-4pm  EST 


They  grow  more  legendary  euery  year  Champions  like 
Lee  Treuino.  Chi  Chi  Rodriguez  and  Arnold  Palmer  Again  this 
year,  they'll  be  doing  battle  on  the  legendary  TPC  Stadium  Course  at 


'GH  WEST  Add  that  to  the  unigue  team  best-ball 
format  they'll  be  playing,  and  there's  liberty 
no  telling  mho  mill  emerge  uictonous  MUTUAL 


©  1996  Liberty  Mutual  Group. 


Liberty  Mutual  Legends  of  Golf  supports  the  Make  A  Wish  Foundation  and  V'VA 
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YOU  DON'T  HAVE  TO  PUT  UP 
WITH  THAT  POUNDING  HEAD 


Ouch!  Furrowing  their 
brows  and  popping 
more  than  $1  billion 
in  over-the-counter  pain  re- 
lievers every  year,  chronic 
headache  sufferers  make  up 
2()f/r  of  the  population  in  the 
U.  S.  According  to  the  Amer- 
ican Society  for  the  Study  of 
Headache  (609  845-0322),  the 
country  is  in  the  throes  of  a 
cranial  crisis  that  costs  about 
$50  billion  a  year  in  absen- 
teeism and  health  care,  not 
to  mention  lost  productivity. 

What's  causing  all  this 
brain  pain  and  associated  fi- 
nancial drain?  "There  are  a 
lot  of  theories  out 
there  about  what 
causes  headaches,  but 
no  one  really  knows 
for  sure,"  says  Dr. 
Seymour  Diamond, 


ized  pain  typical  of  a  muscu- 
lar (tension)  headache.  Every- 
day pressures  are  enough  to 
dilate  blood  vessels,  tense  up 
muscles,  or  both,  in  a  "fight 
or  flight"  response.  "The  body 
primes  itself  to  react  in 
stressful  situations  as  if  it 
was  in  immediate  physical 
danger,"  says  Dr.  Robert 
Ford,  director  of  the  Ford 
Headache  Clinic  in  Birming- 
ham, Ala.  When  no  fight  or 
flight  ensues  after  a  child  or  a 
boss  quits  screaming,  there 
is  no  release,  and  a  headache 
results  in  those  who  are  ^ 
genetically  predisposed. 


YOUR  MEAL  COULD 
GO  TO  YOUR  HEAD 


Foods  that  can  trigger 
headaches  in  some  people: 


Experts  hope  to  isolate  the 
chromosome  associated  with 
headaches  in  the  next  two 
years.  "You  can  be  stressed 
out  to  the  max  and  never  get 
a  headache,  if  it's  not  in  your 
genes,"  Ford  says. 

Stress  also  affects  the  pro- 
duction of  serotonin,  a  chem- 
ical that  controls  blood  flow  in 
the  brain.  Many  researchers 
believe  low  levels  of  serotonin 
in  the  brain  stem  go  hand- 
in-hand  with  headaches.  "The 
brain  stem  is  the  seat  of 
emotional  activity,  so  you  can 
see  how  anxiety 
and  stress  would 
have  a  significant 
effect  on  its 
chemical  equilibri- 
um," says  Dr. 
Paul  Duckro,  psy- 
chologist and  clinical 


director  of  the  Dia-   director  of  the  Chron- 


mond  Headache  Clin- 
ic and  executive  di- 
rector of  the  National 
Headache  Foundation 
(800  843-2256).  Basi- 
cally, common  head- 
aches   occur  when 


BEVERAGES  Dark  beer,  Chianti,  sherry, 
burgundy,  bourbon,  brandy,  scotch,  cof- 
fee, tea,  and  colas 

MEAT  AND  FISH  Liver,  brains,  kidneys, 
pepperoni,  salami,  liverwurst,  pickled 
herring,  smoked  salmon,  caviar,  corned 


ic  Headache  Program 
at  the  St.  Louis  Be- 
havioral Medicine  In- 
stitute. But  headaches 
are  not  a  purely  psy- 
chological malady, 
Duckro  says,  because 


blood  vessels  swell  or    beef ,_ bologna,  sausage,  ham,  bacon  "stress  merely  aggra 


muscles  contract,  ag- 
gravating nerves  in- 


BAKED  GOODS  Anything  prepared  with 
yeast,  mincemeat,  or  chocolate 


vates  a  condition  the 
patient  already  has 


side  and  around  the    due  to  his  or  her  ge- 


skull.  But  exactly 
why  those  blood  ves- 
sels and  muscles  get 
out  of  whack  is  open 
to  debate. 

STRESS.  Experts  gen- 
erally agree  that 
headaches  are  an  in- 
herited tendency,  trig- 
gered by  predictable 
factors.  Stress  is  a 
prime  provocateur, 
whether  a  person  is 
plagued  with  the 
sharp  pain  on  one 
side  of  the  head  asso- 
ciated with  vascular 
(migraine)  headaches, 
or  the  dull,  general- 


CONDIMENTS  Soy  sauce,  Worcestershire 
sauce,  chili  sauce,  mustard,  miso,  pick- 
les, sauerkraut 

DAIRY  Sour  cream,  yogurt,  and  many 
cheeses,  including  Brie,  Cheddar, 
Roquefort,  Stilton,  mozzarella,  provolone, 
and  Swiss 

FRUITS  &  VEGETABLES  Figs,  oranges, 
fava  beans,  onions 

NUTS  Peanut  butter,  pumpkin  seeds, 
sesame  seeds,  walnuts,  pecans 

ADDITIVES  Aspartame  (NutraSweet  or 
Equal)  and  monosodium  glutamate,  often 
found  in  macaroni  and  cheese,  pizza,  and 
Chinese  food 

DATA:  8USINESS  WEEK 


netic  makeup." 

Life's  constant 
changes  can  also 
trigger  headaches. 
Changing  weather 
patterns,  altitude, 
lighting,  disruption  of 
eating  or  sleeping 
schedules,  and  a  vari- 
able workload  (the 
phones  are  dead,  or 
the  phones  are  ring- 
ing off  the  wall)  can 
all  bring  on  a  head- 
banger  by  upsetting 
the  balance  of  sero- 
tonin in  the  brain. 

Chemicals  found  in 
certain    foods  and 


drinks  may  also  tip  the 
bral  apple  cart.  For  exai 
amines — substances  foui 
chocolate,  dark  liquors, 
aged  cheeses — can  be, 
a  pain  in  the  head.  So 
monosodium  glutamate 
caffeine  in  excess  of  20(1 
or  the  equivalent  of  a 
two  cups  of  coffee  per 
Nitrates  and  nitrites,  pr 
vatives  that  are  comrr 
added  to  hot  dogs,  sa' 
and  bologna,  are  equally 
ious  and  can  causi 
headache  within  an  hour 
eating  them. 
KEEP  ROUTINES.  Kno 
what  provokes  the  casca 
events  that  leads  t 
headache  is  only  half  the 
tie.  Taking  steps  to  ch 
your  lifestyle  is  the  o 
Since  stress  is  a  prime 
prit,  learning  how  to  reli 
key.  Specialists  urge  p; 
tients  to  engage  in 
relaxation  exercises 
daily.  This  doesn't 
mean  having  to  sit 
for  hours  in  the  lo- 
tus position  sur- 
rounded by  candles.  It  cs 
as  simple  as  periodically 
ing  five  minutes  to  star< 
the  window.  "Do  what 
works,"  says  Dr.  Seyr 
Solomon,  director  of 
Headache  Unit  at  Monte 
Medical  Center  in  the  Bi 
"It  doesn't  have  to  be  h 
bly  involved."  Among  th 
laxation  techniques  Sole 
recommends  are  biofeedl 
in  which  sensors  attache 
the  forehead  emit  sounds 
taper  off  as  muscles  go  s 
diaphragmatic  or  d 
breathing  exercises,  anc 
sual  imagery  (imagine 
are  lying  on  a  beach,  fee 
warm  sand . . .). 

Besides  mellowing 
headache  sufferers  sh 
try  to  minimize  change 
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avoid    certain  "trigger" 
foods  and  beverages.  Not 
everybody  has  the  same 
food    sensitivities,  of 
course,  but  experts  sug- 
gest eliminating  all  ob- 
jectionable foods  at 
least  for  a  while.  Dr. 
Alan  Rapoport,  di- 
rector of  The  New 
England  Headache 
Center  in  Stamford, 
Conn.,  says  that  af- 
ter a  month  without 
eating  or  drinking  any- 
thing containing  a  trig- 
ger chemical,  you  should 
"reintroduce  one  cate- 
gory at  a  time,  like 
chocolate,  and  see  what 
happens."  If  no  headaches 
occur  after  several  days, 
it's  safe  to  indulge. 
Some   foods  may 
actually  prevent  or 
relieve  headaches. 
These  include  leafy 
green  vegetables  rich  in  mag- 
nesium, a  mineral  shown  in 
scientific  studies  to  soothe 
some  kinds  of  headaches. 
Robert  Crayhon,  a  nutrition- 


You  can  be  stressed  to 
the  max  and  not  suffer  "if  it's  not 
in  your  genes,"  says  one  doctor 


■  routine.  For  example, 
laches  often  occur  on 
tends  when  people  sleep 
nd  skip  breakfast.  Dia- 
i  recommends  keeping 
lie  same  schedule  seven 
a  week.  If  there's  no 
iing  a  late  Saturday,  he 
,  "get  up  at  the  same 
the  next  morning  any- 
eat  breakfast,  and  then 
ack  to  bed  if  you  have 
Try  also  to  structure  the 
cday  so  that  potentially 
ssful  events — a  perfor- 
ce review,  perhaps — oc- 
in  the  morning.  "If  you 
stressed  out  at  the  end 
;he  day  and  then  go 
e,  that's  a  huge  change 


in  stimulation,"  says  Dr. 
Egilius  Spierings,  director  of 
headache  research  at 
Brigham  &  Women's  Hospi- 
tal in  Boston.  But  a  full  day 
of  work  after  a  difficult 
meeting  allows  you  time  to 
gradually  unwind. 

On  the  diet  side,  headache 
specialists  say  it's  best  to 


ist  in  New  Rochelle,  N.  Y., 
and  host  of  Alternative 
Medicine  for  Total  Health, 
shown  on  the  American  In- 
dependent Cable  Network, 
says  leafy  greens  such  as 
kale  and  spinach  are  also  full 
of  chlorophyll,  which  "may 
eliminate  chemical  toxins  that 
build  up  in  the  body  and 


cause  headaches."  Crayhon 
recommends  eating  cold- 
water  fish  such  as  salmon 
and  albacore  tuna  as  well  be- 
cause their  essential  oils  have 
a  natural,  long-term  anti- 
inflammatory effect. 
BOOMERANG.  Once  the  head 
begins  throbbing,  researchers 
in  England  have  found  that 
the  feverfew  plant,  sold  in 
health  stores  and  taken  in 
tablet  form  or  brewed  as 
tea,  can  provide  relief.  More 
traditional,  over-the-counter 
pain  relievers  might  help  too, 
but  only  if  taken  sparingly. 
Experts  warn  that  using 
popular  products  such  as 
Tylenol,  Bayer  aspirin,  and 
Excedrin  more  than  three 
times  a  week  can  in  fact  ex- 
acerbate headaches  by  in- 
ducing the  body  to  produce 
less  of  its  own  natural 
painkillers.  Indeed,  when  the 
supermarket  analgesic  wears 
off,  the  headache  may  seem 
twice  as  severe. 

There  are  other  remedial 
strategies.  Some  people  place 
cold  packs  on  the  head  to 
treat  vascular  headaches  and 
heating  pads  on  the  neck 
and  shoulders  to  deal  with 
muscular  headaches.  Spier- 
ings at  Brigham  &  Women's 
says  many  of  his  patients 
swear  by  "putting  one  of 
their  hands  in  ice-cold  water 
and  keeping  it  there  for  as 
long  as  possible." 

Most  experts  prefer  to 
treat  common  headaches 
without  drugs,  but  if  an  at- 
tack is  incapacitating,  a  pre- 
scription may  be  necessary. 
There  are  medications  that 
mimic  serotonin  in  the  brain, 
block  nerve  signals, 
open  blood  vessels 
and  relax  muscles. 
But  these  drugs 
should  be  viewed 
as  the  "big  guns" 
that  are  rolled  out 
only  in  extreme  sit- 
uations, according 
to  Rapoport. 
Almost  no  one  should  have 
to  live  with  head  pain.  Al- 
though the  understanding  of 
headaches  is  far  from  com- 
plete, there  is  more  than 
enough  known  to  substantial- 
ly improve  the  quality  of 
most  headache  sufferers' 
lives.  That's  heady  news, 
indeed.  Kate  Murphy 
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Personal  Business  . 


SURFING  THE  NET 
FOR  RETTER  RETURNS 


Brian  Bollaert  got  so 
excited  about  the  6.1% 
interest  rate  on  a  six- 
month  certificate  of  deposit  a 
month  ago  that  he  immedi- 
ately slapped  about  $40,000 
into  an  account  and  bought 
the  high-yielding  CD.  Good 
move  when  you  consider  that 
average  six-month  CDs  are 
yielding  just  4.55%.  The 
catch?  Bollaert  could  only  buy 
the  CD  over  the  Internet. 

Security  First  Network 
Bank,  the  bank  that  offered 
the  cyber-CD,  and  a  handful 
of  other  financial  companies 
aim  to  harness  the  operating 
efficiencies  of  the  Net  to  re- 
duce the  costs  of  selling  and 
servicing  financial  products. 
The  savings  are  passed  on  to 
consumers  in  the  form  of 
higher  interest  rates. 
SMALLER  PLAYERS.  At  the 
moment,  there  is  just  a  trick- 
le of  investments  specifically 
designed  and  priced  for  sale 
over  the  Internet.  These  in- 
clude a  fixed  annuity  recently 
launched  by  Liberty  Finan- 
cial Cos.'  direct-marketing 
arm,  Independence  Life  & 
Annuity  (formerly  Crown 
America  Life  Insui'ance  Co.), 
and  four  federally-insured  CDs 
that  can  be  bought  at  four 
banks:  1st  Source  Bank,  La 
Jolla  Bank,  Salem  Five  Cents 
Savings  Bank,  and  Security 
First  Network  Bank.  "Easy- 
to-understand,  low-risk  in- 
vestments that  need  little 
maintenance,  such  as  cos  and 
fixed  annuities,  make  good 


products  to  sell  over  the  In- 
ternet," notes  Rick  Adkins,  a 
financial  planner  in  Little 
Rock.  All  these  product  sites 
on  the  World  Wide  Web  can 
be  accessed  with  a  standard 
Internet  browser. 

"These  new  products  are 
opening  up  a 
new  distribu- 
tion channel  and  expanding 
market  share  for  the  smaller 
players,"  says  Allen  Wolpert, 
an  Andersen  Consulting  man- 
aging partner.  Indeed,  Salem 
Five  Cents  Savings,  a  small 
regional  bank  in  Salem, 
Mass.,  has  CD  clients  in  New 
Zealand  and  Tokyo. 


SMART  MONEY 


there  to  answer  a  toll-free 
telephone  call. 

Yet,  because  of  well-publi- 
cized concerns  about  Inter- 
net security,  some  things  are 
still  handled  the  old-fashioned 
way.  Customers  download  an 
application  for  the  CDs  or  an- 
nuity from  the  Net  and  then 
send  that — plus  a  check — 
through  the  post  office.  No 
credit-card  numbers  are  post- 
ed online.  To  view  account  in- 
formation, Liberty's  annuity 
customers,  for  instance,  use 
a  special  access 
code,  similar  to 
those  used  at  an  automated 
teller  machine.  Even  if  hack- 
ers discover  the  code,  they 
can't  get  their  mitts  on  your 
money.  Liberty  will  not  dis- 
patch account  statements  by 
E-mail  until  Internet  mes- 
saging is  more  secure. 

Are  savvy  financial  insti- 


No  Place  but  Cyberspace 


COMPANY/WEB  SITE 

PRODUCT 

1ST  SOURCE  BANK 

CERTIFICATE  OF  DEPOSIT 

http://www.pawws.com/lstsource 

INDEPENDENCE  LIFE  &  ANNUITY 

SINGLE  PREMIUM  DEFERRED  ANNUITY 

http://www.websaver.com 

LA  JOLLA  BANK 

CERTIFICATE  OF  DEPOSIT 

http://www.ljbank.com 

SALEM  FIVE  CENTS  SAVINGS  BANK 

CERTIFICATE  OF  DEPOSIT 

http://www.salemfive.com 

SECURITY  FIRST  NETWORK  BANK 

CERTIFICATE  OF  DEPOSIT 

http://www.sfnb.com 

DATA:  BUSINESS  WEEK 


Those  foreign  customers 
are  among  the  thousands  of 
do-it-yourself  investors  who 
thrive  in  the  virtual  corridors 
of  cyberspace — the  perfect  lo- 
cale for  people  who  enjoy  fid- 
dling with  their  investment 
portfolios  any  time  of  day  or 
night,  without  worrying  about 
whether  an  operator  will  be 


tutions  using  the  Internet  as 
a  marketing  gimmick,  or  are 
the  costs  of  these  newfangled 
investments  actually  lower? 
The  CDs  are  offered  at  rates 
that  are  at  least  30  basis 
points  above  the  annual  Bank 
Rate  Monitor  Index.  "It  costs 
us  $150  to  set  up  and  main- 
tain a  traditional  CD,"  says 


Michael  Fitzgerc 
Salem  Five  ( 
Savings.  "We  cai 
tify  offering  h 
rates  [online]  be 
we  don't  need 
brick  and  mort; 
service  the  custo 
Marketing  expi 
are  slashed  be< 
customers  come  t 
bank's  site  on 
Web.  Printing 
are  also  reducei 
cause  rate  changes  and 
account  data  are  dispa 
via  E-mail. 

EXPERIMENT.  With  its  1 
net  annuity,  Liberty  say; 
it  can  reduce  the  distrit 
and  selling  expenses  tc 
over  1%.  That's  a  big  s 
over  the  4%  to  8%  cor 
sion  that  agents  and  br 
pocket  for  each  sale,  ac 
ing  to  Hersh  Stern  pub 
of  Annuity  and  Life  I 
ance  Shopper. 

The  difference  in  yiel< 
fixed  annuity  is  diffici 
assess,  but  Glenn  Daily, 
only  insurance  consulta 
New  York,  estimates 
Liberty  should  be  able  t 
up  to  75  basis  points  t 
current  competitive  int 
rate  of  an  annuity.  "Tl 
an  experiment,  and  we 
really  know  what  is  goi 
happen  until  next  year," 
Daily.  One  of  Liberty's 
offerings  guarantees  a  ' 
rate  for  the  first  year,  i 
includes  a  1%  bonus, 
rate  changes  every  year 
then  on  and  is  guarar 
not  to  fall  below  3%. 

Investors  could  buy  a 
annuity  with  a  higher 
year  bonus  rate  or  one 
equally  low  expenses  thi 
a  direct  provider  sue 
usaa  Life  Insurance  Co. 
ertheless,  it  is  tough  ti 
the  rates  and  favorable  t 
found  on  the  Web.  Of  cc 
those  considering  these  r 
for-Internet  investment 
ucts  still  must  do  theii 
diligence.  As  with  any  ( 
fixed  annuity,  scrutiniz< 
issuer  and  be  comfor 
with  its  financial  cond 
That  said,  there  is  noi 
like  low-risk  and 
returns.  Toddi  Gi 
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HAT'S  IN  A  NAME  CHANGE? 
CLASSIER  ACURA 


against,  and  it  undercuts  the 
big  Japanese  luxury  V-8s — 
the  Lexus  LS  400  and  In- 
finiti  Q45 — bv  more  than 
$10,000. 

The  3.5RL's  new  engine 
actually  does  a  pretty  good 
imitation  of  a  V-8.  That's  be- 
cause Honda  engineers  put 
their  effort  into  developing 
peak  torque  at  an  unusually 
low  2800  rpm,  which  gives 
drivers  the  most  thrust  at 


[  years  ago,  the 
idits  at  Honda  fig- 
d  out  that  Ameri- 
is  were  so  taken 

Japanese  cars  that  they 
Id  pay  more — not  less — 
them.  Consequently,  a 
300  luxury  sedan  was 
;ned,  a  network  of  deal- 
issembled,  and  a  legend 
born.  The  1986  Acura 
^nd,  that  is. 
3  the  Legend 
kI   in   all  the 
ity  awards, 
ricans  flocked  to 
car,  and  sales 
ed.  But  Toyota 
Nissan  took 
[,  and  in  1989 
wed  with  even 
i  upscale  brands, 
as  and  Infiniti. 
he  new  competi-  | 

coupled  with  a  HHHHHHHHBHBHHBB 

ig  yen  that  sent  SO  LONG,  LEGEND:  Honda's 
prices  soaring,  flagship  S.5RL  sedan  (above) 
a  disastrous  ef-  and  the  2.2CL  coupe  round 

Acura   sales  out  its  luxury  lineup 
'.  been   falling  ~ 


a  standard  feature,  as  are 
leather  seats.  Especially 
nifty  is  an  adjustable  arm- 
rest that  pops  up  from  a 
storage  compartment  de- 
signed to  hold  either  a  cellu- 
lar phone  or — a  particularly 
nice  touch — a  six-disk  CD 
changer.  The  $3,000  premi- 
um package  includes  heated 
front  seats  and  heated  out- 
side mirrors,  real  burled-wal- 
nut  trim  instead  of  simulated 
wood,  and  an  upgraded  Bose 
cassette/CD  audio  system. 
The  rear  com- 
partment can 
easily  accommodate  three 
adults  and  has  added  head- 
room plus  over  two  inches 


AUTOS 


much  a  generic  Japanese  car, 
with  the  now-familiar  Acura 
front  end  and  a  Mercedes- 
like  profile  and  stance. 

That's  not  the  case,  how- 
ever, with  Acura's  new 
coupes,  the  2.2CL  and  3.0CL. 
The  2.2CL,  which  hits  show- 
rooms this  month,  will  have 
shoppers  either  loving  or  hat- 
ing the  unusual  rear  end:  It 
curves  down  to  the  bumper 
in  a  modified  V-shape  and 
features  a  distinctive  center 
crease  and  a  remote  control 
"keyless  entry" 
system  for  the 
trunk  (there's  also  the  usual 
manual  release  next  to  the 
driver's  seat). 

The  cl  coupes  are  unusual 
in  another  aspect  as  well. 
They  were  both  designed  and 
built  in  the  U.  S.,  a  first  for 
Japanese  luxury  cars.  With 
91%  U.  S.  content,  Acura  has 
been  able  to  keep  the  price 
more  reasonable  than  a  com- 
parable import:  The  four- 
cylinder  2.2CL  will  start  at 
an  estimated  $22,000,  while 
the  six-cylinder  3.0CL,  which 
won't  be  available  until  Oc- 
tober, should  top  out  around 


S  1991,  prompting  Honda 
uietly  revamp  its  Acura 
ion.  The  most  visible  sig- 
Acuras  are  losing  their 
as  and  getting  those  for- 
ible  alphanumeric  desig- 
>ns  that  all  the  other  im- 
sd  luxury  cars  cany.  Last 
it  launched  the  near-lux- 
2.5TL  and  3.2TL  sedans 
the  slx,  a  sport  utility 
ele.  Now  it's  introducing 
iw  American-built  coupe, 
2.2CL,  and  the  all-new 
L  sedan. 

SER  ENGINE.  Yup,  3.5RL 
le  name  of  the  new  Acu- 
agship  that  replaces  the 
end.  It's  a  better  car 
its  predecessor,  roomier, 
a  bigger  V-6  engine  and 
tably  quieter  interior.  At 

000, "  (or  $44,000  for  a 
nium  version),  the  1996 
IL  costs  $3,000  more 
i  the  base  1995  Legend. 

1,  that's  less  than  the 
cedes-Benz  E-Class  and 
j  5-Series  cars  that  it 

designed  to  compete 


engine  speeds  nor- 
mally used  in  day- 
to-day  driving.  The 
car  is  quick  out  of 
the  starting  blocks, 
and  the  electronical- 
ly controlled  auto- 
matic transmission 
seamlessly  shifts  up 
to  freeway  speeds, 
most  Japanese  luxury  sedans, 
the  steering  is  light  and  the 
suspension  is  tailored  more 
for  ride  than  handling. 

Inside  the  cabin,  the  new 
Acura  flagship  has  all  the 
usual  luxury  amenities,  and 
then  some.  The  moon  roof  is 


OTHER  LUXURY  CHOICES 


CAR 

BMW  540i 


INFINITI  045 
LEXUS  LS  400 
MERCEDES  E320 


DATA  BUSINESS  WEEK 


more  legroom 
Legend. 

A  few  minor  gripes,  how- 
ever: The  front  seats  are  de- 
signed  more  for  freeway 
cruising  than  winding  roads 
and  could  use  additional  lat- 
eral  support.   And  Acura 
could  have  been  more  gen- 
erous    with  the 
wood  trim,  espe- 
cially on  the  con- 
sole,   which  now 
$49,900     features  a  vast  ex- 

tKQKon  panse  of  plastic 
fOpjOAK)     that  houses  climate 

and  audio  controls. 

Exterior  stylists 

took  absolutely  no 

risks     with  the 

3.5RL.  It's  pretty 


BASE  PRICE 


152,900 
$43,500 


$27,000.  A  short  test  drive 
in  preproduction  models 
found  the  2.2CL  a  little  slug- 
gish in  the  passing  lane;  the 
bigger  engine  is  well  worth 
the  wait. 

With  the  arrival  of  the 
new  coupes  and  sedan,  Acura 
will  have  revamped  its  entire 
lineup  of  four  different  luxury 
and  near-luxury  models  in 
an  astonishingly  short  12 
months.  And  it  has  gone  a 
long  way  toward  getting  the 
Acura  price-value  equation, 
decimated  by  the  strong  yen 
of  the  past  few  years,  back 
on  track  again.  If  Acura  can 
stay  the  course,  it  might  just 
have  another  legend  in  the 
making.      Larry  Armstrong 
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Business  Opportunities 


C  ON  SI  LTANTS/TRAI  N  ERS 

International  firm  expanding  in 
US  needs  independent 
consultants  and  trainers  to 
represent  our  company.  We 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential. 
Extensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Engle,  VP  Development 
Department  "WB36" 
100  Rachel  Blvd.,  #150E 

Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


BUSINESSES  FOR  SALE 
BY  OWNERS 


Retail  -  Wholesale  -  Manufacturing 
Wide  Selection  Available 
All  Price  Ranges 
To  Buy  or  Sell 
FREEMAN  &  ASSOCIATES,  INC. 
615  Lindsay  Street,  Suite  340 
Chattnooga,  Tennessee  37403 


800-798-5189  •  FAX  423-267-2123 


How  to 
properly  slice 
a  bagel. 

And  other  things  to  know 
before  opening  a  bagel  shop. 
Our  Total  Success  Program 
is  your  guarantee  for  a 

successful  bagel  business. 
Call  for  info  and  free  video: 

1  800-878-4070  Dept.  b 

Empire  E 

Bakery  Equipment  Inc. 


CONSULTANTS  WANTED! 


For  the  explosive  growth  in  ISO  9000 
We  train  you  to  run  your  own  practice. 

Management  experience  required 
Executive  income,  Professional  career 
Strider  International 
1-800-891-6629 


$80  For  T\vo  Aspirin? 

Over  90%  »f  all  hospital  and  health  insurance 
compart)  bills  contain  substantial  mistakes  Recover 
overcharges  fur  patients  anil  make  half  as  your  fee 
Clients  arc  everywhere  Make  a  substantial  doctor's 
income  in  ihr  perfect  home  based  business  Affiliates 
being  established  nationwide  (10,000  investment 
required  <iill  viedn.il  Recover)  Service,  Inc  lor  full 
iiiloraiaiion  (800) 700-7089or (702)  Tl-lisil 


Finders  Wanted  for 
Mergers  &  Acquisitions 

Substantial  finder's  fee  for  retired 
or  senior  executives  having  strong 
business  contacts  with  large  company 
owners  in  a  specific  industry.  We  are 
a  highly  respected  23  year  old  merger 
&  acquisition  group.  Send  resume 
and/or  business  experience  to: 
L.  William  Teweles  &  Co. 
777  East  Wisconsin  Avenue 
Milwaukee,  WI  53202. 


$  FREE  INVENTION  PACKAGE  $ 


Manufacturers  will  turn  your  idea 
into  cash  at  no  cost  to  you.  Call  for 
your  free  information  package  and 
our  guarantee. 

Free  Call  24  hr 

1-800/944-3327 


Business  Opportunities 


Thirty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  two  free 
cassettes  will  explain  now  you  can  start 
several  or  all  of  these  thirty  proven  busi- 
...1  retain  the  security  of  your  present  position. 
If  you  purchase  out  software  and  business  program,  you  will  receive 
the  computer  and  pi  inter  at  no  extra  cost.  If  you  already  own  a  com- 
puter, you  in.",  receive  a  discount.  Earn  potentially  up  to  $4,000  or 
more  each  month.  Free  home  office  training.  Financing  availahle. 
To  receive  free  explanation  cassettes  and  color  literature,  call  toll-free: 

1^800-343-8014,  ext.  2290 

Computer  Business  Services,  Inc.,  CBSI  Plaza,  Suite  2290,  Sheridan,  IN  46069 


INCH  DED 

Pentium   I  'vmputer 

nesses  pan  time  and  st 


Franchising 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

Francorp 

Specialists  In  Franchise  Development 

1-800-877-1103  ew 


CUSTOM  STORAGE  SYSTEMS 

Close!  •  Garage  •  Home  Office 1  Enlertammen!  Center 

No  I  rated  in  USA  Large  exclusive  territories  ^ 
Complete  training  &  on-going  support  ^•\Q^>] 
Call  David  Louy.  VP  ^^^y^ 
(31(1)516-7000    FAX  (310)  538-2676  V 


EXCITING  NEW  BUSINESS 

Ground  floor  opportunity  with 
high  income  and  growth  potential. 
Full  training  and  support. 
For  details  call: 

USA  EMPLOYMENT 
1-800/801-5627 


Business  Opportunities 


CREATE  TIME,  HEALTH, 
&  FINANCIAL  FREEDOM 

"Proven  method  for  potential  recurring 
earnings  of  $5,000  00  to  $25,000  00 
per  month  within  12-24  months 

'This  Superfood  -  Super  Blue  Green™  Algae 
increases  energy  &  improves 
health  organically 
Call  for  information 
1-800-643-4719 
(recorded  message) 

Independent  Distnbutor 


INCORPORATION 


>  FREE  Information 

•  All  50  States  and  Offshore 

•  Reliable  Service  and  Low  Prices 
Corporate  Creations® 
800-672-9110  •  305-672-0686 
http://www.corpcreations.com/cc/ 


TRADEMARK 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  I  LLC's. 

for  as      S^C  Plus 
little  as   "*  L  J  state  fees 


fnmTri  800-518-7407 

VA/l|#V^/  F«X  $02-652-6760 

http://www.corpco.com 


Catalogs/Marketim 


Get  Your  Products 
into  millions  of  mail 
order  catalogs! 
We're  a  commissioned  manufac 
rep  firm  specializing  in  selling  I 
growing  market.  Please  cal 
Direct  to  Catalog,  Inc 
6600  Coffman  Farms  Rc 
Keedysville,  MD  2175 
301/432-4410 


Education/lnstructic 


Earn 
Your 
College 
Decree 
At 

Home 


•  ACCREDITED  B  S  ,  M  S  ,  S 

•  Business  Administration.  Fin, 
Accounting,  MIS,  Health  Can 
Environmental  Science,  Psyc 
and  Criminal  rTJ*r\\ 

justice  LnAL/i 

Approved  by  hnivi-:i 
ma|or  companies  rfl|  « c 
Free  catalog:  ™>  S 
1-800-767-CHAD 


MBA  by  Distance  Lea 

Major  British  university  offers  accredited 
Bachelor's  or  GMAT  needed  Chosen  by  E 
Intelligence  Unit  as  one  of  world's  best  MBA  [ 

HERI0T-WATT  UNIVERSITY  1  (800)  MB 
North  American  Distributor  I  Ask  fo 
6921  Stockton  St,  Suite  2.  El  Cerrito,  CA 
For  immediate  FaxBacK  literature:  fri 
fax  machine's  phone,  call  (510)  486- 


University  Degr 


Approved  Self  Paced  Home 
Associate  Bachelors  Masters  I 

Emphasis  in:  Business  Admin.  Publii 
Health  Care  Admin,  Human  Res 
Finance,  Int'l  Business,  Tech  Mgr 
Paralegal,  Psychology,  Computer ! 
1-800/477-2254  (24  hrs 
Southern  California  Univi 
for  Professional  Studii 
1840  E.  17  St-BW,  Santa  Ana,  Ci 


INVEST  IN  YOl 


Your  VALUE  ii  Wlut  You  Km 
Approved  BS's  and  Maslers  in  Bust 
Engineering  Through  Distance  Le 

Call  Now  For  FREE  Ta] 
1-800/782-2422 

cm 

ir.i»i.i'<i'Nd.»4Jii.im 

16909  Parthenla  St.,  North  Hills,  C 


EXTERNAL  DEGRI 

BA/BS  MS/MBA  PhD/, 
|  Credit  for  work  /life  exp.  •  Acc 
(800)  444-8569  (24  hr< 

LaSalle  Univers 

I  Dept.  569  Mandeville,  LA  7047 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


Internet  Services 


Reserve  your 
company's  name 
on  the  Internet 
before  someone 
else  does.  $50. 


et  Business  Solutions™ 
800-798-4638 


litors,  customers,  and  even  your 
v  more  than  you  about  the  World 
|...  You  need  our  25-minute  video! 

Id  Wide  Web: 
)own  to  Business 


$39. 


205-2489 


plus 
2  50  S/H 
Minnesota  Rivei  Sludia 


Internet  Services 


:b  pages 

lost  ♦  Development 
tomain  Name  Service 
ily  $50  per  month.' 
X  1-800-274-1214 


)i  Sale/Display  Products 


1§ 


amputer  Equipment 


EWLETT-PACKARD 

Buy-Sell-Trade 

serJet  ColorPro 
iskJet  Draft  Pro 

iggedWnter  Draft/Master 
sctrostatic  Plotters  DesignJet 
)  Workstations  and  Vectras  also  available 

d  Dasher  &  Associates 

Second  Ave  ,  S  Birmingham.  AL  35222 
ne:  205/591-4747  Fax:  205/591-1108 
18-4833  •  E-mail  sales@dasher.com 


Iwhy  it  s  important  to  register 
lyour  business  name 
on  the 


24  Hour  ■ 
Recorded  Message  I 

"(800)641-61081 

Association  of  Internet  Usersj 


INTERNET 

•  Advertise  your  Company  /  Product  on 

The  Internet 

•  Home  Pages 

*  Web  Site  development  and  maintenance 

*  Small  business  package 

media 

408  -  865  -  1619 
Email  :  info  @  xm  com 
URL  hup  .  //  www  xm  com 


Computer  Services 


IMAGERS® 

Digital  Output  &  Production  Center 
Overnight  Services 


><wti±^t  you  need- 


Digital  4-Color  Printing! 

•  Brochures, Product  Literature, 

•  Business  Cards  &  Newsletters... 


■  Print  1-1000. ..short  run! 

■  24-48  hour  service.  .  .rush  also 

■  Expert  Customer  Support  Team 


OutpufrProduction»Design 


800-672-7031  •404-351-5800 

1575  Northside  Dr.  Suite490  Atlanta  30318 


www.imaqers.com 


Corporate  Gifts 


Promote  Your  Business 
Use  Quality  Logo  Items 


Coffee  Mugs     $  .96 

Tee  Shirts  -  100%  Cotton  $  3.76  ea 

Polo  Shirts  -  Embroidered  13.50  ea 

Brushed  Cotton  Caps  3.15  ea 

Mouse  Pads  2.00  ea 

3M  Post-it  Note  Pads  .40  ea 

Travel  Mugs  1.94  ea. 

Golf  Balls  18  91  doz. 
Fast,  Dependable  Service  to  Companies  Worldwid 

Call  CREATIVE  INFLUENCE! 
800  722-IDEA  (4332) 

Visit  our  Web  site  to  browse  our  catalogs 

http://vvwvv.logomall.coni/ci 


Business  Services 


CORPORATE  VIDEOS 


Promotional,  Sales  or  Training 
videos  produced  for  $7,500! 

•  Beta  SP  format 

•  Location  shooting 

•  Digital  editing. 
American  Media  Group 

1-800/569-7326 


ESTABLISHED  PATENT 
LITIGATOR 

Will  consider  representation  of 
owners  of  infringed  patents  on  a 
40%  contingent  fee  basis  where 
potential  recovery  is  substantial. 
Provide  number  of  infringed  patent  to: 

1-800-710-8320 


H  000  ACADEMIC  TOPICS  AVAILABLE1  ■ 


20.000  ACADEMIC  TOPICS  AVAILABLE! 

Send  $2  for  the  280  page  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave ,  #206BF 
Los  Angeles,  CA  90025 
TOLL  FREE  HOTLINE:  800-351  -0222 

or  310-477-8226 


Business  Financing 


Now  any  small  business  can 
raise  SI  million  equity  capital  & 
go  public  under  new  SEC  Small 
Corporate  Offering  Registration 
(SCOR)  guidelines.  DataMerge's 
SCOR  Kit  can  help  you/your 
clients  find  investors  &  get  capi- 
talized in  30  days.  FREE  INFO 
FAXED  800-580-1188.   


Business  Services 


Business  & 
Computer  Checks 

Save  30-50% 

$1  Q  95 

starting  at    _L  +  S&H 

Buy  direct  from  the  manufacturer. 
Call  for  a  free  brochure 
and  fax  ordering  instructions 

1-800-239-4087 


Executive  Development 


toeing     Chrysler    Citibank    Compa  q     Corning  DuPont 


Berkeley  Center  for 
Executive  Development 

Announces  the  1996  summer  session  of  the 

Berkeley  Advanced 
Management  Program 

July  7 -July  26,  1996 

A  general  management  program  specifically  designed  for 
executives  with  senior  management  potential  who  need  to: 

•  Deepen  their  understanding  of  the  organization  and 
its  increasingly  interdependent  functions; 

•  Prepare  for  broadened  responsibility  within  their 
organizations  or  their  functional  areas. 

Haas  School  of  Business 

University  of  California,  Berkeley 

I     For  a  brochure,  fax  a  copy  of  this  ad  with  a  copy  of  your  business  card  to: 
■     Dr.  Nanty  A.  Meyer,  Berkeley  Center  for  Executive  Development 
Haas  School  of  Business,  Berkeley,  CA  94720-1 900 
Fax  (510)642-2388  Telephone  (510) 642-47 35 

I       BCED@Haas.Berkeley.edu  http://haas.berkeley.edu/Develop/ 


Honeywel 


1  M.Intel    ITT    MCI    Microsoft    Motorola  NCR 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  20 
CHICAGO,  IL  60611 


Menswear/Fashion 


men's  wide  shoes 


EEE-EEEEEE,  SIZES  5-13 
High  quality  •  150  styles  •  Free  catalog 


HITCHCOCK  SHOES.  INC. 

Dept.  55C  Hingham,  MA  02043 
1-800-992-WIDE 


Flags/Banners 


International  Marketing 


SYOUR 
JAPANESE 
SUBSIDIARY  A 
BOTTOMLESS 
PIT? 


Have  you  made  losses  in  Japan  for 
the  last  few  years7  Does  your  staff 
tell  you  the  reason  is  Japan 
requires  long  term  investment? 
Are  you  unconvinced  and  do  you 
want  to  see  some  profits? 

You  may  need  a  turn-around 
operation  If  you  believe  it  can  be 
done,  so  do  we 

We  take  full  managerial 
responsibility  tor  your  Japanese 
operation  and  make  it  profitable  as 
well  as  sound  for  the  future  Please 
ask  tor  our  case  study  on  troubled 
companies  in  Japan  or  see  our 
WWW  site  for  more  details 

Fax  81-3-3449-5686  Tel  81 -3-5421 -2949 
E-Mail  enters  @goi  com 
htlp  //www  iapan-|im  com 


Japan  Interim  Management 


Health/Fashion 


Medical  Hair  Restoraf  ion 

Excellence  in       i  — — h 

Hair  Transplantation  W  [^&m 

Call  for  a  I  >^L 
FREE  Video  M& 
1-800-444-0055 


Travel 

'^TRAVEL  ~NETWOm(~^i 

CAUP  ANY  FARE  ON  A  MAJOR  US  AWJNE.  I 

OHVC  YES,  YOU  GET  MILEAGE  PLUSl 

Oftfl/  B0NUS  MILEAGE!  ENROLL  FREE.  , 

til 70  " 


ia  inunnti  ACCESSS: 
fU  http://www.travnet.coml 
I  Arr    Over  375  Locations  CALL:  i 
urr  1-800-853-PLAN 


Island's  10  Mile  Beach  * 

Free  24-Page  Resort  Guide  pmM 
1-800-845-3911  FKkwah 

Please  mention  Ad  #378  Jm     ^  jtt^ 

Near  Historic  Charleston,  SC  ^gg, 

Ravend  .Wojlrs  hq.iw.ih  Island.  Si.  .N4^".  ^^j^ffi 


Investment  Services 

Mexican 
Commentary 

Comprehensive  weekly 
stock  market  news  and  analysis. 
$90/Yr  Free  TRIAL  ISSUE: 

P  O  Box  J0557.  Alexandria,  VA  22J10 

E-mail:  Mexcom(a>aol.coni 

Telecommunications  Products 


We've  solved  your 
inter-connecting  puzzle. 

Avoid  the  twists  and  turns  by 
choosing  the  ulitmate  in 
Enhanced  Fax/Voice  Solutions 

TRY  THIS  DEMO: 

Info,  via  fax:  708/924-3030 
Doc.  No.  889828 

Faxfacts^ 

✓  by 

Copio  International  Ltd. 
(800)  689-8898  Whealon,  Illinois 

(708)  682-8898  60187 
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Ranches/Land  For  Sale 


Prestigious  Texas  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  &  Commercial  Cattle  Operati 
Outstanding  Horse  Facilities  Located  Outside  Houston  •  Renowned  Inten 
Reputation  •  Excellent  Highway  Frontage,  Amenities  and  Equipment  to  C 
Ranch  •  Nice  Homes,  Office  and  Infrastructure  •  For  further  informatic 
Tel:  713/840-8853  or  713/870-8488  or  Fax:  713/840-8854 

A.  L.  Salley  Realty 

Slicrialntna  in  prestigious  farm  A  rami)  fir. 


Telecommunications  Services 


LONG  DISTANCE  BLOWOUT! 

Domestic  5.3c  -  13c 
Low  International  Rates! 
Carrier  Rates  Available! 
Debit  Cards  in  Bulk  volume! 

TBRC  1-800-739-0079 


WHOLESALE 

Long  Distance 


VERY  LOW  FLAT 
DOMESTIC  &  INT'L  RATES 

FOR  INFORMATION  CALL 

800-922-4305 


Industrial  Real  Est 


RENO,  NEVAD 

Join  Gerber,  Caterpillar,  Lo 
Schering-Plough,  in  the  disti 
manufacturing  center  of  maj 
coast  markets. 

Contact:  Mark  Glenr 
Industrial  Properties  of  f 
702-324-3100 


Cable  TV 


I  f%  1493?  Industrial  Rd  Omana.  NE  61 

I  Cable  TV  Convene 
&  Accessories 

IFor  information  /  Catalog  /  On 

1-800-729-177 


ADVERTISE  IN  THE 
BUSINESSWEEK 
MARKETPLACE 
AND  REACH  OVER 
5.4  MILLION  RESPONSIVI 
READERS!! 

The  next  Marketplace  section 
closes  on  March  24th. 
For  rates  and  information 
contact: 

Business  Week  MarketPlac 
500  North  Michigan  Avenw 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 


asiness  Week  Index 


)DUCTION  AND  LEADING  INDEXES 


inge  from  last  week:  0.4%  Change  from  last  week:  0.0% 

mge  from  last  year:  1.4%  Change  from  last  year:  2.5% 


1967=100 


June  Oct  Feb 

3  1995  1995  1996 

ixes  are  4-week  moving  averages 

reduction  index  increased  during  the  week  ended  Feb.  24.  Before  calculation  of 
ur-week  moving  average,  the  index  also  rose,  to  127.1,  from  125.8.  Seasonally 
id  output  of  autos,  trucks,  and  rail-freight  traffic  posted  gains  for  the  latest  week, 
eading  index  was  unchanged  in  the  latest  week.  The  unaveraged  index  was 
a  bit,  to  257.1,  from  258.2.  A  retrenchment  in  the  stock  market  and 
'  bond  yields  suggest  slower  economic  growth  ahead. 

iuction  index  copyright  1996  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1996  by  CIBCR 


J>ING  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

IK  PRICES  (3/D  s&°  500 

645.45 

651.67 

33.0 

•ORATE  BOND  YIELD,  Aaa  (3/n 

7.20% 

7.13% 

-11.7 

STRIAL  MATERIALS  PRICES  1 

110.6 

110.8 

-2.2 

NESS  FAILURES  (2/23) 

191 

324 

4  3  8 

ESTATE  LOANS  (2/21)  billions 

$504.4 

$507.3 

8.0 

EY  SUPPLY,  M2  (2/19)  billions 

$3,665.0  $3, 657. Or 

2.2 

AL  CLAIMS,  UNEMPLOYMENT    i  d 

thous.  382 

381r 

11.0 

:es:  Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 
,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
>e  companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adiusts  data  on 
:ss  failures  and  real  estate  loans. 


EREST  RATES 


LATEST       WEEK  YEAR 


WEEK 

AGO 

AGO 

RAL  FUNDS  (3/5) 

5.13% 

5.20% 

5.93% 

MERCIAL  PAPER  (3/6)  3  month 

5.19 

5.16 

6.19 

riFICATES  OF  DEPOSIT  (3/6)  3-month 

5.17 

5.16 

6.20 

D  MORTGAGE  (3/1)  30  year 

7.69 

/  49r 

8.72 

(STABLE  MORTGAGE  (3/1)  one  year 

5.50 

5.39 

6.51 

E  (3/6) 

8.25 

8.25 

9.00 

:es:   Federal  Reserve,  HSH  Associates.  Reuters  Holdings  PLC 


PRODUCTION  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 

%CHG 

STEEL  (3/2)  thous.  of  net  tons 

2,085 

2,105i« 

4.0 

AUTOS  (3/2)  units 

122,932 

136,086r# 

-16.3 

TRUCKS  (3/2)  units 

125,639 

123,347r# 

6.0 

ELECTRIC  POWER  (3/2)  millions  of  kilowatt-hrs. 

60,553 

59,905# 

-0.3 

CRUDE-OIL  REFINING  (3/2)  thous  of  bbl./day 

13,794 

13,533# 

1.1 

COAL  (2/24)  thous.  of  net  tons 

21,246# 

21,641 

-4.8 

PAPERBOARD  (2/24)  thous.  of  tons 

NA# 

NA 

NA 

PAPER  (2/24)  thous.  of  tons 

NAD 

N  A 

NA 

LUMBER  (2/24)  millions  of  ft. 

450. 2# 

435  :> 

4.1 

RAIL  FREIGHT  (2/24)  billions  of  ton-miles 

25. 2# 

25.2 

2  0 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA1,  SFPA-,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (3/6)  $/troy  oz. 

-:< .  -:  601 1 

397.550 

4.0 

STEEL  SCRAP  (3/5)  #1  heavy,  $/ton 

144.50 

144  50 

2.1 

COPPER  (3/2)  e/ib. 

120.0 

120.4 

-12.1 

ALUMINUM  (3/2)  e/ib. 

74.3 

76.0 

-15.1 

COTTON  (3/2)  strict  low  middling  1-1/16  in.,  e/ib 

80  28 

81.33 

-20.8 

OIL  (3/5)  $/bbl. 

19.54 

19,63 

4.9 

Sources:  London  Wednesday  final  setting.  Chicago  market.  Metals 
market.  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (3/6) 

105.32 

104.44 

91  10 

GERMAN  MARK  (3/6) 

1.48 

1.47 

1.40 

BRITISH  POUND  (3/6) 

1.53 

1.53 

1.60 

FRENCH  FRANC  (3/6) 

5.05 

5.02 

4.99 

ITALIAN  LIRA  (3/6) 

1557.1 

1547.5  1667.5 

CANADIAN  DOLLAR  (3/6) 

1.37 

1.37 

1.41 

MEXICAN  PESO  (3/6)' 

7.593 

7.545 

7.150 

Sources:  Mapr  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
nent.   1-Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


IL  SALES 

esday,  Mar.  13,  8:30  a.m. est* 
buying  probably  rebounded  by  0.5% 
Druary,  says  the  median  forecast  of 
imists  surveyed  by  mms  International, 
f  The  McGraw-Hill  Companies.  Sales 
.3%  in  January  as  the  blizzard  cut 
lurchases  of  durable  goods.  Excluding 
,  February  sales  likely  rose  0.5%  after 
ange  in  January.  The  weekly  surveys 
by  Mitsubishi  Bank/Schroder 
leim  and  the  Johnson  Redbook  Service 
a  rise  in  February  retail  sales. 

E  BOOK 

>esday,  Mar.  13>  The  Federal  Reserve 
slease  its  roundup  of  business  activity 


as  reported  by  its  12  district  banks.  The 
beige  book  is  prepared  in  advance  of  the 
Fed  policy  meetings.  The  next  is  scheduled 
for  Mar.  26. 

PRODUCER  PRICE  INDEX 

Thursday,  Mar.  14,  8:30  a.m. est>  Prices 
of  finished  goods  likely  rose  0.2%  in  Febru- 
ary, on  top  of  a  0.3%  increase  in  January, 
says  the  mms  report.  The  January  gain 
reflected  a  2.7%  spike  in  energy  prices. 
Excluding  food  and  fuel,  the  ppi  fell  0.1% 
in  January. 

CONSUMER  PRICE  INDEX 

Friday,  Mar.  15,  8:30  a.m. est>  The  mms 
median  forecast  expects  that  consumer 


prices  of  goods  and  services  rose  by  0.2% 
in  February,  after  a  0.4%  jump  in  January. 
Energy  prices  rose,  and  apparel  prices  surged 
by  0.7%  in  January.  But  given  the  intense 
competition  within  the  apparel  industry,  that 
large  a  markup  is  unlikely  to  hold. 

INDUSTRIAL  PRODUCTION 

Friday,  Mar.  15,  9:15  a.m.EST>-  Output  at 
the  nation's  factories,  mines,  and  utilities 
likely  rebounded  after  the  blizzard.  That's 
suggested  by  business  week's  weekly  pro- 
duction index.  The  mms  median  forecast 
calls  for  a  0.4%  gain  in  output  last  month, 
after  output  fell  0.6%  in  January.  As  a 
result,  operating  rates  likely  picked  up  to 
82.5%,  from  81.9%  in  January. 
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PICK  A  MULTIVENDOR  ENVIRONMENT 
IN  COMPANIES  LIKE  THESE  > 


E 


2 
o 


■  3* 

oc 


Index  to  Companies 
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FUNDAMENTALS 
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Week  ago 

Year  ago 
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90-DAY  TREASURY  BILL  YIELD 

5.02% 
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E  COMPANIES  (S&P  MidCap  Index) 
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S&P  500  DIVIDEND  YIELD 
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0.9 

34.7 
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Reading 
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-17.4 

5 '/ie 

INES 

14.3 

54.0 

SOUTHWEST  AIRLINES 
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MTREND  GOLD 
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# 

U.S.  stocks 

$13,908 

+  1.32% 


Treasury  bonds 
$12,268 

+  1.07% 


Foreign  stocks 

$12,265 

-0.48% 


llll 


Money  market  fund 
$10,558 

+0.11% 


DRI/McGRAW-HILL 


Gold 
$10,153 

-1.17% 


a  on  this  page  are  as  of  market  close  Wednesday,  Mar.  6,  1996,  unless  otherwise  mdi- 
Industry  groups  include  S&P  500  companies  only:  performance  and  share  prices  are  as 


of  market  close  Mar.  5.  Mutual  fund  returns  are  as  of  Mar.  1.  Relative  portfolios  are  valued  as 
of  Mar.  5.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


A  NEW  LOOK  AT 
EMPLOYEE  OWNERSHIP 

The  mood  in  America  is  changing.  Suddenly,  ceos  are  tak- 
ing heat  for  making  millions  while  employee  wages  stag- 
nate. Before  Washington  intrudes  with  half-cocked  solutions, 
take  a  look  at  an  old-fashioned  idea — Employee  Stock  Option 
Plans,  esops  are  no  panacea,  but  in  the  debate  over  solutions 
for  wage  stagnation,  it  is  one  concept  that  can  raise  both  cor- 
porate competitiveness  and  employee  wealth  without  gum- 
ming up  the  free  market  (page  96). 

Through  an  esop  18  months  ago,  United  Airlines  Inc.  em- 
ployees accepted  15%  pay  cuts  in  return  for  55%  of  the  com- 
pany. The  results  so  far?  Labor  costs,  down  7%.  Operating 
revenue,  up  15%.  Pretax  operating  margin,  doubled,  to  7.5%. 
Stock  price,  up  120%.  While  other  airlines  made  smaller 
gains,  they  fired  people.  United  has  hired  7,000  employees 
since  the  buyout.  The  pain  was  shared,  but  so  was  the  gain. 

The  key  reason  ual's  employee  buyout  is  a  success  is 
that  ceo  Gerald  Greenwald  did  what  most  other  chief  exec- 
utives of  esop  companies  do  not  do:  listen  to  their  employee- 
shareholders.  Some  1980s  experiments  in  employee  ownership 
have  foundered  on  bitter  executive-employee  battles  for  pow- 
er. Instead  of  respecting  employees  as  shareholders,  those 
CEOs  insisted  on  command-and-control  management.  Because 
ual  employees  were  treated  as  owners,  they  acted  as  such — 
pilots  flew  longer  hours  when  pilot  shortages  developed 
rather  than  cancel  nights,  esops  are  worth  a  look. 

ONE  BILLION  REASONS 
FOLKS  HATE  POLITICS 

It  may  cost  $1  billion  to  elect  470  people  to  federal  office  in 
1996:  one  President,  one  Vice-President,  33  senators,  and 
435  representatives.  That's  twice  what  it  cost  in  1992.  The 
sums  are  so  huge  that  elected  officials  are  increasingly  be- 
holden to  contributors  who  want  political  favors  in  exchange 
for  cash.  No  wonder  voters  are  alienated. 

There  are  two  problems:  the  total  amount  of  money  being 
spent  in  campaigns  and  the  huge  sums  being  spent  by  rich  can- 
didates who  carpet-bomb  their  opponents  with  TV  ads.  Cutting 
out  "soft  money"  contributions  to  the  parties  can  save  millions. 
They  supposedly  go  for  building  party  strength,  but  invariably 
help  specific  candidates.  Then,  apply  the  current  Presidential 
campaign- finance  system  to  congressional  candidates.  Right 
now.  Presidential  candidates  agree  to  cap  their  spending  at  $37 
million  for  their  primary  runs,  and  the  taxpayer  matches  in- 
dividual contributions  up  to  $250.  The  taxpayer  also  picks  up 
the  tab  for  the  convention  and  the  national  campaign. 

A  bill  extending  a  form  of  public  finance  to  congressional 
races  was  killed  in  the  Senate  by  none  other  than  Bob  Dole, 
now  receiving  matching  government  funds  for  his  primary 


run.  Opponents  decry  taxpayer  funding  for  congres: 
campaigns  as  "welfare  for  politicians."  Our  view:  Put 
nancing  is  better  than  special-interest  financing. 

But  what  about  the  rich  candidates  who  spend  thei] 
fortunes?  Well,  actually,  they  don't.  Some  borrow  n 
from  themselves  and  then,  if  elected,  go  to  campaigr 
tributors  and  request  money  to  pay  themselves  off.  I 
should  be  placed  on  this  practice.  If  people  want  to  ci 
vent  campaign  caps,  they  should  really  pay  for  it  thems 

Here's  a  sweetener.  The  networks  don't  want  to  pa 
government  for  more  spectrum.  WTiy  not  give  them  so 
it  in  exchange  for  free  air  time  for  candidates?  That  : 
sharply  reduce  the  need  for  fund  raising  in  the  first  pi 

LESSONS  FROM  A 
LANDMARK  CASE 

This  magazine  has  scored  a  major  victory  for  the 
flow  of  information  at  a  time  when  government  c( 
ship  is  growing  in  the  U.  S.,  Europe,  and  Asia.  A  feder 
peals  court  reinforced  the  First  Amendment  right  o: 
speech  by  reversing  a  lower-court  ruling  barring  bus 
week  from  publishing  "The  Bankers  Trust  Tapes,"  a 
based  on  sealed  court  documents  concerning  a  $195  n 
lawsuit  by  Procter  &  Gamble  Co.  against  Bankers  Trus 
over  financial  derivatives  (page  40). 

In  a  powerful  rebuke  of  U.  S.  District  Court  Judge 
Feikens,  the  Sixth  Circuit  Court  of  Appeals  in  Cincinnat 
that  "even  a  temporary  restraint  on  pure  speech  is  im 
er  'absent  the  most  compelling  circumstances' "  and  "sue 

cumstances  are  not  present  in  the  case  at  bar  "  Tb 

peals  court  said  that  Feikens  was  wrong  in  conduct 
hearing  on  how  business  week  gathered  its  inforir 
and  wrong  in  elevating  court  secrecy  above  the  rig 
free  speech. 

The  opinion  was  a  direct  attack  on  the  growing  eff< 
stamp  "secret"  on  virtually  any  and  all  information  di 
ered  in  public  trials,  business  week  was  never  a  par 
the  decision  by  p&g  and  Bankers  Trust  to  seal  pretri 
formation,  but  Feikens  said  it  was  prohibited  from 
asking  for  the  material  under  seal.  If  upheld,  this  de< 
would  have  been  a  wildly  dangerous  precedent.  In  Br 
the  press  was  banned  from  commenting  on  the  Th: 
mide  court  case  for  years  as  thousands  of  women  cont 
to  take  the  drug.  A  Judicial  Conference  of  the  United  £ 
is  now  considering  a  proposal  to  make  the  sealing  o: 
covery  documents  almost  automatic  in  civil  cases, 
should  heed  the  appeals  court  decision. 

The  appeals  court  ordered  Feikens  to  pay  more  atte 
to  supervising  and  limiting  the  sealing  of  documents, 
private  litigants'  interest  in  protecting  their  vanity  or 
commercial  self-interest  simply  does  not  qualify  as  groun( 
imposing  a  priori  restraint."  For  anyone  worried  about 
ernment  censorship  of  the  Internet  or  any  other  medium 
is  a  big  win. 
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me  SAS  System  Helps  Monitor 
he  Pulse  of  Patient  Satisfaction 


As  more  and  more  health  care 
•oviders  offer  similar  sen  ices  at  com- 
irable  prices,  patient  satisfaction  is 
st  becoming  the  new  basis  of  compe- 
ion.  To  help  monitor  how  patients 
jrceive  the  cjuality  of  the  care  they 
■cci\e.  Intermountain  Health  Care 
HC)  is  turning  to  the  SAS  System 
software. 

"The  SAS  System  has  enabled  us 
i  develop  a  unique  reporting  system 
lat  includes  all  the  information 
■quired  by  our  front-line  managers 
id  administrators — in  a  format  that 
orks  for  them."  says  (den  McBride. 
4Cs  manager  of  strategic  research. 

F«sf,  Effective  Remedy  for 
hery  Reporting  Need 

"We  needed  a  reporting  system 
uil  could  get  relevant,  easy-to- 
nderstand  patient  feedback  into  the 
ight  hands  in  an  efficient,  timely 
lanner,"  says  Sarah  Luker,  research 
ssociate  at  IHC  (pictured  above). 
The  SAS  System  was  the  only  software 
ystem  that  came  close  to  meeting 
Bar  complex  reporting  needs." 


Since  IHC  serves  almost  a  million 
patients  every  year,  that's  a  lot  ol 
feedback.  "\\  itb  the  S  \S  System,  we 
generate  hundreds  of  unique  reports 
each  month."  adds  McBride.  "At  a 
glance,  managers  can  see  how  patients 
perceive  the  quality  of  various  aspects 
of  the  hospital  experience,  such  as 
admitting  procedures,  nursing  care, 
and  physician  care." 

A  Healthy  Dose  of  Relevant 
Consumer  Data 

"This  valuable  month-to-month 
feedback  enables  us  to  make  appro- 
priate changes  to  the  care  we  pro\  irie." 
McBride  explains.  "And  thai  helps 
us  to  offer  the  best  possible  care  to 
patients  who  visit  our  23  hospitals  in 
Utah,  Wyoming,  and  Idaho." 

Having  implemented  such  a 
successful  reporting  system  for  IHC 
hospitals,  what's  next?  Luker  says, 
"Because  ol  its  flexibility,  we'll  soon 
be  using  the  SAS  System  to  provide 
valuable  customer  feedback  to 
employees  across  all  three  IHC 
divisions  —  the  hospital,  health 
insurance,  and  physician  groups." 


To  receive  a  SAS  System  Executive 
Summary,  give  us  a  call  or  semi  u> 
E-mail  at  l>\v@sas. sas.com 


f 


JVe  Summary 


S  Insl  

Phone  919-677-8200 

Fax  919-677-  I  I  I  I 

I  RL:  http://www.sas.com/ 


SAS  is  j  registered  trademark  ol  S  \S  Institute  In 
Copyright  <0  1996  In  SAS  Institute  Inc. 


WE'VE  TAKEN  THIS  CONCEPT 
AND  PUT  IT  ON  WHEELS. 

Imagine  taking  your  favorite  room  wherever  you  go.  With  the  comfort  of  an  easy  chair  and  a 
style  befitting  the  most  discriminating  driver,  the  Suburban  surrounds  you  and  seven  friends 
in  luxury.  Leather  seats  await  you.  Dual  climate  controls  are  a  fingertip  away.  Plush  carpeting  ■ 
is  at  your  feet.  You  11  find  a  place  for  practically  every  drink,  a  convenient  work  space,  4-wheel 


ABS  and  driver  s-side  air  hag.  With  features  like  these,  the  Ckevy  Suburban  LI  is  here  to 


ESS  WEEK  „ 
March  %b 


BURLINGAME  PUBLIC  LIBRARY 


I 


usmess 


iCH  25,  1996 


A  PUBLICATION  OF  THE  McGRAW-HILL  COMPANIES 


3  9042  04207963  9 

Wi 


How  They  Rank 
In  Market  Value 


BURLINGAME 
MAR  1  5  1938 


0T0»7-0T0»76 


v3  3wv9Nnana 
an  asoawiad  ost- 
Aavyan  oi  land  3WV9Nnana 


|lllllljJ||HI'*'jJ|"|""||j|"""|U"|",|,J| 

nxo^  ii9ia-s*x*aa9aaxatt 


NEW  FORECASTS 
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THE  UNFORGIVING 
MARKET  AHEAD 


STRATEGIES 
TO  KEEP  YOU 
A  MOVE  AHEAD 
IN  MULTIMEDIA 
COMPUTING. 


To  make  the  most 
of  multimedia  opportunities,  you 
need  a  game  plan  that  lets  you  keep  all  your 
pieces  in  play.  cO   Fujitsu  can  help.  Ever  since  we 
introduced  the  world's  first  personal  computer  with  a  built-in 
CD-ROM  in  1989,  we've  been  a  move  ahead.  We're  bringing 
the  vitality  of  virtual  reality  to  on-line  communications  with 
our  new  animated  chat  program,  WorldsAwayT,M  recently 
launched  on  CompuServe?  cp  Our  groupware  programs  knit 
co-workers  into  more  efficient  and  productive  teams,  and  our 
mobile  computing  systems  are  putting  multimedia  on  the  road. 
cD  We're  bringing  flicker-free,  flutter-free  video  and  sound 
performance  to  computers  everywhere  with  our  audio-visually 
optimized  data  storage  devices,  and  our  Synchronous 
DRAMs  meet  the  memory  requirements  of  today's 
multimedia  applications.   cP    As  a  $36  billion 
company  with  a  worldwide  multimedia 
\  investment,  it  makes  sense  to  check 

us  out.   Before  you  make  ^ 
your  next  move. 


Fujfrsu 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


WE'RE  MAKING 

Day  in  and  day  out,  your  car  carries 
loads  so  priceless,  you'd  wish  you 
were  driving  a  Brinks  truck.  But  now, 
thanks  to  Bayer,  you  can  be  assured 

YOUR  CAR 

that  your  cargo  is  getting  the  kind  of 
protection  it  deserves.  Because  special 
energy  absorbing  polyurethane  foam 
systems  we've  developed  are  helping 

SAFER 

the  auto  industry  make  today's  cars 
safer  than  ever  before.  In  bumpers, 
headliners,  doors  and  instrument 
panels,  our  foam  systems  are  reducing 

FOR 

risk  of  serious  injury  by  absorbing 
energy  better.  Protecting  your  car's 
occupants  in  side  collisions  up  to 
35  m.p.h.  And  while  we  hope  you'll 

YOUR  CARGO 

never  have  to  experience  the  benefit 
of  our  energy  absorbing  foams,  we 
believe  that  they'll  make  you  feel  a 
whole  lot  safer  over  the  long  haul. 

Bayer 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in 
health  care,  chemicals,  and  imaging  technologies. 
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Up  Front 


EDITED  BY  LARRY  LIGHT,  WITH  OLUWABUNM1  SHABI 
THE  FEDS 

TOLL-FREE  COULD  BECOME  RFAL  PRICEY 

WASHINGTON,  WHICH  IS  ^-j^P  ffir^ 
making  a  bundle  sell-  \  j  ^| 

ing   airwave  rights, 
now  wants  to  auction 
off  new  toll-free  phone 
numbers.  That  makes 
retailers  and  other  toll 
free  users,  such  as  1-800- 
FLOWERS,  apoplectic.  A  key 
part  of  their  argument  is  that 
unlike  the  airwaves  (proceeds 
to  the  Treasury:  $10  billion 
plus),  phone  numbers  don't 


TALK  SHOW  UThis  is  the  last  hurrah  of  that  older  genera- 
tion— the  last  hurrah.  Our  time  is  coming,  my  friends. ?) 

— GOP  Presidential  hopeful  Pat  Buchanan,  after  losing  seven 
states  on  Super  Tuesday  to  Bob  Dole 


belong  to  the  feds.  "This  is 
not  going  to  happen  without 
a  big  fight,"  says  Loren 
Stocker,  managing  partner  of 


phone  consultant  Vanity 
International. 

Since  the  supply  of  "800" 
numbers  recently  ran  out,  the 
Federal  Communications 
Commission  set  up  a 
new  toll-free  "888" 
exchange.  But  many 
users  of  well-known 
"800"  numbers  wor- 
ried that  a  competi- 
tor— or  speculator — 
might  reserve  the 
equivalent  "888"  num- 
ber (example:  1-888-flow- 
ers)  with  the  fcc  and  then 
either  use  it  or  sell  it  back 
at  an  obscene  price.  So 
375,000  such  "vanity"  num- 


bers, out  of  8  million,  wei 
set  aside  for  companies  wit 
the  equivalent  "800"  number 
The  fcc  began  issuing  tr 
remaining  "888"  numbers  c 
Mar.  1. 

Trouble  is,  now  the  fee 
know  those  numbers  ha\ 
value,  at  least  to  the  exis 
ing  "800"  users.  Result:  Clu 
tonites  and  Senator  John  M 
Cain  (R-Ariz.)  want  to  se 
the  set-aside  "888"  numbei 
to  the  highest  bidder.  Th; 
idea  is  before  Congress,  i 
part  of  current  budget  delil 
erations.  The  estimated  vah 
ranges  from  $350  million  1 
$700  million.      Mark  Lewy 


SLUGFESTS 

LLOYD'S  OF  LONDON 
VS.  THE  COLONISTS 

I'.S.  INVESTORS  IN  TROUBLED 

Lloyd's  of  London  may 
thwart  the  insurer's  $4  bil- 
lion restructuring — and  per- 
haps threaten  its  very  survi- 
val. They're  going  to  court  to 
block  its  attempt  to  make 
them  pay  up  millions  in  debt. 

The  investors, 
also  known  as 
"names,"  under- 
write Lloyd's 
policies  in  re- 
turn for  premi- 
um income, 
while  pledging 
their  entire  net 
worth  against 
insurance  claims. 
In  the  larg- 
"  est  legal  action 
to  date,  California  securities 
regulators  are  suing  to  thwart 
Lloyd's  from  drawing  down 
$100  million  in  letters  of  cred- 
it from  some  500  California 
names  and  pursuing  an  addi- 
tional $400  million  in  debts 
Lloyd's  says  they  owe.  The 
suit  alleges  that  the  con 
tracts  Lloyd's  signed 
with  its  names  were 
actually  securities — and 
were  neither  properly  reg- 
istered nor  adequately  ex- 
plained. Lloyd's  disputes  that, 
asserting  that  the  feds  once 


LLOYD'S:  A 

"names"  yan 


passed  on  a  chance  to  register 
the  contracts  as  securities.  If 
the  suit  is  successful,  names 
could  tear  up  their  contracts 
and  cancel  all  their  Lloyd's 
debts. 

Hobbled  by  huge  claims 
stemming  from  the  Exxon 
Valdez  oil  spill  and  other  dis- 
asters, Lloyd's  is  facing  a 
deadline:  By  August,  Lloyd's 
must  prove  to  the  British 
Trade  &  Industry  Dept.  that 
it  has  sufficient  capital  to  stay 
in  business.  That's  after  pro- 
viding for  an  estimated  $22.7 
billion  in  claims  relating  to  pol- 
icies written  through  191)2. 
Its  restructuring  liinges  on  the 
names'  O.  K.   Ronald  Grover 


THE  DEAL  MILL 

THE  FEE  TREE 
ALWAYS  BEARS  FRUIT 

SOMETIMES  YOU  CAN  WIN  BY 

losing.  That's  the  case  for 
Goldman  Sachs  and  Morgan 
Stanley,  initially  hired  by 
First  Interstate  to  fend  off 
Wells  Fargo's  hostile  bid.  Iro- 
ny: Wells  won  anyway  in  Jan- 
uary, and  First  Interstate 
must  pay  one  of  the  largest 
deal  fees  for  a  target  compa- 
ny in  history. 

The  Los  Angeles  bank 
owes  its  two  investment  ad- 
visers $44  million,  according 
to  recent  sec  filings.  That's 


THE  LIST  BLUE  STREAK 


For  the  third  straight  year, 
IBM  has  won  the  sweep- 
stakes for  U.  S.  patents.  In 
1990,  Hitachi  was  No.  1, 
Big  Blue  No.  9.  IBM  has 
been  pushing  to  move  R&D 
out  quicker — everything 
from  a  new  hard  drive  to  a 
mobile  networking  system 
that  gives  cellular  phones 
digital  capabil- 
ties.  Closing  in 
fast  on  IBM: 
Motorola  and 
EC,  which  in 
1994  weren't 
even  in  the  top 
five. 


COMPANIES  WITH 
THE  MOST  U.S. 
PATENTS,  1995 


COMPANY  ( 1 990  RANK)       NO.  OF  PATENTS 

1  IBM  (9) 

1,383 

2  CANON  (4) 

1,088 

3  MOTOROLA  (NR) 

1,012 

4  NEC  (NR) 

1,005 

5  MITSUBISHI  (3) 

971 

6  TOSHIBA  (2) 

970 

7  HITACHI  (1) 

909 

8  MATSUSHITA  (NR) 

852 

9  EASTMAN  KODAK  (7) 

772 

10  GENERAL  ELECTRIC  (5) 

757 

NR  =  Not  ranked 

DATA:  IFI/PLENUM  DATA  CORP.,  IBM 


PAYOFF:  $22  m  ill  ion  apiece 


more  than  double  what  Wei 
paid  and  is  exceeded  only  t 
three  other  targets'  fees,  saj 
Securities  Data.  The  larges 
Federated  Departmer 
Stores'  $54  million  in  195 
when  it  failed  to  avoid  Rol 
ert  Campeau. 

Why  the  big  payday  fc 
Goldman  and  Morgan?  B< 
cause  their  fees  ($22  millic 
for  each)  are  pegged,  in  par 
to  the  deal's  size.  This  $1 
billion  stock-swap  deal  is  th 
seventh-largest  ever.  Wells 
stock  rose  during  the  proces 
(often,  acquirers'  share 
drop),  and  it  got  in  a  biddin 
war  with  First  Bank  Systen 

First  Interstate  investoi 
are  getting  $160  per  shan 
$21  more  than  Wells'  first  o 
fer  and  $54  over  the  pre-bk 
ding  price.  First  Interstat 
and  Goldman  declined  to  con 
ment.  Morgan  says  its  mar 
date  was  to  maximize  shar( 
holder  value  and  review  a 
alternatives.  Nanette  Byrne 
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The  wait  for  new  technology  is  getting  shorter. 


In  some  places,  there's  no  wait  at  all. 


Brave  MS-T,  150  MHz  Intel  Pentium  Pro  processor 


onto.  Right  now.  Yesterday  even.  AST  and  the  latest  Intel  Pentium  Pro  chip  are  ready  to  accelerate 
rough  your  workload  in  a  new  AST  desktop.  The  Bravo  MS-T  is  one  feature-packed  machine  designed  to 
m  atl  your  most  powerful  32-bit  software.  (Even  the  stuff  some  techno-wizard  will  think  up  next  year.) 
indows  NT  ?  It  could  be  on  your  desk  by,  let's  say,  Tuesday.  Instead  of  waiting  for  a  faster  computer,  you'd 
;  using  one.  Call  800-876-4AST.  Or  on  the  net:  http://www.ast.com.  Today,  running  a  little  fast  is  a  good  thing.  Where  things  are  A 
)  MHz  Pentium  Pro  processor,  16MB  RAM  standard,  256  KB  second-level  cache,  1.6  GB  hard  drive,  4X  EIDE  CD-ROM,  integrated  ATI  machM  graphics,  four  PCI  and  three  ISA  slots,  J  drive  bays. 


'96  AST  Research,  Inc  AST  is  a  registered  trademark  o(  AST  Research.  Inc  Intel.  Pentium,  and  the  Intel  Inside  logo  are  registered  trademarks  and  the  Pentium  Pro  processor  logo  is  a  trademark  ol  Intel  Corporation  Windows  NT  is  a  trademark  of  Hicrosoft  Corp  Information  may  change  without  notice 


Up  Front 


FAT  WALLETS 


FORBES  S  CHECK  ISN'T  IN  THE  MAIL 


MONEY  FROM  STEVE  FORBES? 

That's  what  a  new  direct-mail 
piece  from  the  millionaire 
publisher  seems  to  promise 
Two  million  lucky  citizens 
are  getting  a  letter  in  an 
envelope  marked  with  the  i 


STEVE  FORBES 


f  — 


p.,v\va*0-v  .1    F0R8ES  FOR  PRESIOENT 


teaser?  Why  this  max  is  laughing 


words:  "Forbes  for  President" 
and  "check  enclosed."  But  it 
turns  out  the  GOP  Presidential 
contender  is  asking  for  a  do- 
nation, not  making  one. 

Inside,  there's  a  check-like 
document  endorsed  by  Forbes 
and  made  out  to  his  campaign. 
This  is  his  pledge  to  match  a 
donor's  gift  "dollar  for  dollar — 
with  my  own  money.  Equal 
partners."  Recipients  are  sup- 


z  - 


posed  to  fill  in  the  amount  of 
their  contribution  and  attach 
their  own  check. 
Is  the  "check 
enclosed"  enve- 
lope misleading? 
Direct  mail's  chal- 
lenge, of  course,  is 
to  get  you  to  open 
the  envelope  and 
not  throw  it  away. 
Forbes  will  only  say: 
"This  check  symbolizes 
the  partnership." 

Ironically,  Forbes  is 
turning  down  federal 
matching  campaign  funds, 
the  only  candidate  to  do 
so.  He  has  spent  $25  million 
thus  far,  nearly  all  of  which 
he  lent  the  campaign.  Forbes, 
in  his  pitch  letter,  doesn't  say 
whether  these  loans  count  as 
matches  or  whether  he's  talk- 
ing about  new  loans.  Dona- 
tions now  amount  to  about  $2 
million,  mostly  from  Wall 
Streeters,  wealthy  Mends  and 
relatives,  and  fans  of  his  fiat 
tax.  Paid  Magnusson 


SLUGFESTS 

HOW  MY  BOSS 
DISABLED  ME 


DOES  YOUR  BOSS  SAY:  "I  DON'T 

have  ulcers,  I  give  them"? 
He  may  be  flirting  with  the 
Americans  with  Disabilities 
Act.  More  and  more  workers 
are  citing  the  law 
to  demand  that 
companies 
move  them 
to  a  new  po- 
sition or  work 
site,  employ 
ment  lawyers 
say. 

A  mean 
boss  causes  them  so  much 
anxiety  and- stress,  the  work- 
ers claim,  that  they're  dis- 
abled. Dallas  lawyer  Stanley 
Weiner  says  four  of  his  cor- 
porate clients  have  received 
such  complaints  in  the  past 
six  months.  For  now,  very 


few  have  gotten  as  far  as 
court  or  the  federal  Equal 
Employment  Opportunity 
Commission. 

Most  employers  are 
putting  up  a  fight.  Consider 
Household  Finance  Corp.  and 
its  legal  face-off  with  Sher- 
rylen  Weiler,  an  HFC  account- 
ing manager.  She  contends 
she  suffered  severe  stress 
and  anxiety  that  resulted 
part  from  her  boss's 
criticism  and  negative 
,  comments. 

HFC  suggest- 
ed she  apply 
for  other  jobs 
within  the 
company,  but 
she  sued,  arguing  that  House- 
hold Finance  was  obliged  to 
arrange  a  transfer.  A  federal 
judge  in  Chicago  recently 
niled  in  favor  of  the  company. 
Weiler,  who  is  now  employed 
elsewhere,  is  appealing  the 
decision.        Wendy  Zellner 
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GREEN  CARD 

YOU  CAN'T  FIRE  ME- 
UM,  OR  HIRE  ME 

THE   FEDS   SAY,    IN  RECENT 

rulings,  that  companies  can't 
hire  or — sometimes — fire  ille- 
gal immigrants,  leaving  em- 
ployers  baffled. 

President  Bill  Clinton  just 
took  a  hard  line  by  baning 
companies  that  knowingly  em- 
ploy illegals  from  federal  con- 
tracts for  a  year.  Meanwhile, 
the  Clinton-controlled  Nation- 
al Labor  Relations  Board  has 
prohibited  companies  from  fir- 
ing them  for  union  activities. 


THE  BIG  PICTURE 


MONEY  TALKS 

Communications  is  the  new 
darling  of  venture  capitalists. 
The  $1.3  billion  it  received  in 
1995  helped  telecom  beat  out 
1994's  favorite  investment 
— software  and  information 
(24.4%  of  the  market  in '94). 
Relaxed  telecom  regulations 
are  prompting 
even  heavier 
investment 
this  year. 


ILLEGAL  ENTRY? 

Refuge  in  unions 

prompting  a  prote 
from  the  Immigratk 
&  Naturalization  Se 
vice.  Says  Stepht 
Bokat,  general  cou: 
sel  of  the  U.  S.  Char 
ber  of  Commerc 
"The  conflict  between  laws  a 
make  your  head  swim." 

By  a  3-to-l  vote,  the  nlp 
ordered  several  years'  ba< 
pay  and  reinstatement  f< 
two  undocumented  emplo; 
ees  who  were  fired  after  sig 
ing  union  cards.  They  ce 
keep  working  if  they  con 
up  with  the  proper  paper 
says  the  nlrb.  apra  Fuel  C 
Buyers  Group,  says  it  cannt 
them  because  of  an  accidei 
involving  their  delivery  true 

The  result  may  make 
easier  for  unions  to  sign  i 
illegals  as  members.  Usual! 
these  workers  have  been  r 
luctant  to  call  attention  1 
themselves.  Catherine  Yar 


COMMUNICATIONS 


TOP  VENTURE  CAPITALIST 
INVESTMENTS  BY 
INDUSTRY  IN  1995 


6      9      12      15  18 
►  PERCENT  OF  $7.6  BILLION  TOTAL  INVESTMENT 

DATA.  PRICE  WATERHOUSE 


FOOTNOTES  Portion  of  all  business-school  graduates  who  were  women  in  1970:  4%;  in  1980:  25%;  in  1995:  34% 
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Chrysler  Town  &  Country  LXi 


Permit  Us  To  Expand  Upon  The  Idea 

Of  A  Luxury  Car. 


The  new  Chrysler  Town  &  Country  LXi  is  proof  that  it 
dy  is  possible  to  make  a  luxury  of  necessity.  The  kind  of  vehicle 
u  need  has  become  the  kind  of  vehicle  you  want. 

Chrysler  Town  &  Country 
ii's  interior  pampers  you  and  your  Introducing  The  All " NeW 


eye  and  slip  the  wind.  It  has  a  slinky  .36  coefficient  of  drag.  You'll 
also  appreciate  the  convenience  of  a  driver's  side  sliding  door — 
the  only  such  door  on  a  minivan  today. 

  Of  course,  as  a  minivan,  Chrysler 

Town  &  Country  LXi  boasts 


ssengers  with  fine  leather-trimmed       C^fxYyslCT  ^OVUTX  &  CotiTTtT^       convenience  and  practicality 
iting  throughout.  Dual  zone  tern-  beyond  the  aspirations  of  luxury 


rature  controls  eriable  the  driver  and  front  passenger  to  establish 
rsonalized  climate  zones.  Other  seat  positions  have  airflow 
tlets  and,  in  the  rear,  there's  a  heater/air  conditioning  unit. 


The  interior  design  is  finely  finished  with  close  attention  to 
ur  serenity:  We've  put  so  much  effort  into  noise  reduction  that 
u'll  hear  little  more  than  your  companions'  conversation  or  the 
ies  of  the  standard  AM/FM/CD/cassette  and  ten-speaker  Infinity 
zoustic  10'"  sound  system.  Dual  front  air  bagsl  ABS  and  a  host 
other  safety  measures  will  also  help  preserve  your  peace  of  mind. 

Outside,  Town  &  Country  LXi  is  sculpted  to  please  the 


cars.  Like  storage  space — pockets,  drawers,  bins,  cup  holders 
and  cargo  space — that  sedans  could  only  dream  of.  More  passenger 
space  than  any  luxury  car  short  of  a  limousine.  More  cargo  volume 
than  any  other  minivan.  Quad  Command  passenger  bucket  seats. 
And  new  removable  Easy  Out  Roller  Seats'"  on  wheels,  with 
seatbacks  that  fold  to  form  a  flat  surface . 

Is  Chrysler  Town  &  Country  LXi  all  things  for  all  people! 
No,  but  with  all  the  luxury  and  capability  it  offers,  it  could  be  all 
things  for  you.  If  you'll  permit  us  to  expand  upon  it  a  bit  more, 
please  call  1'800'4'A-CHRYSLER  for  more  information. 


Chrysler  Town  &  Country 

The  Ultimate 


*  Always  wear  your  seal  belt.  Infinity  Acoustic  JO"'  is  a  trademark  of  Infinity  Sound  Swans. 


Back  in  1949,  computers  took  up 
the  space  of  entire  warehouses.  So 
as  unrealistic  as  this  quote  might 
sound  now,  it  was  actually  pretty 
optimistic  thinking  at  the  time. 


What  no  one  predicted  was  that  in 
971,  Intel  would  turn  the  world  of 
computer  technology  on  its  head 
by  inventing  the  microprocessor.  So 
instead  of  weighing  1.5  tons,  some 
computers  now  weigh  less  than  five 
pounds.  And  these  computers  have 
amazing  capabilities  that  the  gar- 
gantuan computers  of  the  '50s  and 
'60s  didn't  have.  Things  like  running 
video  and  sound,  and  communi- 
cating with  PCs  all  over  the  world. 


©  1996  Intel  Corporation 

All  other  trademarks  are  property 

of  their  respective  holders 


"Computers  in 
the  future  may  weigh 
no  more  than  1.5  tons." 

POPULAR  MECHANICS,  1949 

FORECASTING  THE  WONDERS  OF  MODERN  TECHNOLOGY. 


Mr 
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So  the  invention  of  the  microprocessor  meant  much  more 
than  just  lighter-weight  computers.  It's  what  made  it 
possible  for  the  personal  computer  to  be  "personal." 
So  that  people  could  have  their  own  computers.  Which 
means  all  those  amazing  capabilities 
at  your  fingertips.  And  that's 
impressive  by  any  measure. 


http://www.intel.com 
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Readers  Report 


THE  PERILS  OF 
CHINA  POLICY 


Your  Cover  Story  "Rethinking  Chi- 
na" (Mar.  4)  claims  China  is  an  unruly 
giant.  Yet  you  fail  to  point  out  that  it's 
the  lawmakers  in  Washington  and  the 
Clinton  Administration's  lack  of  a  con- 
sistent China  policy  that  is  at  the  core 
of  the  troubles  between  Washington 
and  Beijing.  A  sound  China  policy  was 
brilliantly  outlined  by  former  President 
Richard  Nixon,  who  once  pointed  out 
that  Beijing's  trade  policies,  world  out- 
look concerning  its  national  security, 
and  military  buildup  were  a  clear  signal 
to  the  Clinton  Administration  that  Bei- 
jing wants  to  be  recognized  as  a  power 
of  the  world  in  its  own  right,  and  right- 
fully so.  China  is  no  longer  on  a  coloni- 
al footing,  as  in  the  past,  toward  the 
Western  powers.  Many  Chinese  peo- 
ple, including  myself,  an  American-edu- 
cated businessman,  believe  that  Wash- 
ington intends  to  limit  China  to  a  role 
of  a  developing  nation  whose  develop- 
ment must  be  checked  by  Washington 
and  its  world  order. 

Andrew  Wang 
CEO 

W.  B.  A.  Inc. 

Los  Angeles 

In  your  editorial  "No  cold  war  with 
China,  please"  (Mai-.  4),  you  advocate  a 
Shanghai  communique  II  to  "recommit 
the  U.  S.  to  a  one-China  policy  and  rec- 
ognize the  legitimacy  of  China's  goal  of 
national  reunification  with  Taiwan." 
What  right  does  business  week  have  to 
use  Taiwan  and  its  21  million  people  as 
pawns  or  bargaining  chips  for  the  pur- 
pose of  appeasing  and  kowtowing  to  the 
world's  most  dictatorial  and  oppressive 
regime  domestically  and  the  worst  rale- 
violating,  stubborn,  and  uncooperative 
government  internationally? 

As  a  Taiwanese  American,  I  want  to 
see  the  U.  S.  sternly  uphold  its  national 
interests  in  the  Pacific  region,  and  main- 
tain and  promote  the  security,  peace, 
and  prosperity  of  the  entire  region.  Only 
time  and  the  will  of  the  Taiwanese  peo- 
ple, free  from  any  outside  influence  or 


CORRECTIONS  &  CLARIFICATIONS 

In  "The  trials  of  a  home  HIV  test"  (Science 
&  Technology,  Mar.  18),  the  test  shown  in 
the  photographs  was  made  by  ChemTrak 
Inc.,  not  Johnson  &  Johnson. 


coercion,  will  settle  the  Taiwan  issu 
Paul  B.  Din 
Presidei 
Bridgeport  In 
St.  Lou 


SINCE  NASDAQ  IS 
NOT  BROKEN... 


Maybe  I'm  missing  something,  c 
maybe  it's  just  that  I  live  outside  tl 
Beltway,  but  I  don't  understand  se 
Chairman  Arthur  Levitt  Jr.'s  "crusade 
to  make  over  nasdaq — to,  as  you  pi 
it,  give  "the  little  guy  a  fair  shake 
("nasdaq:  Power  to  the  people?,"  F 
nance.  Mar.  4).  Take  it  from  this  litt; 
guy:  nasdaq  has  given  me  more,  muc 
more  than  a  fair  shake.  Without  exce] 
tion,  my  best  investments  have  bee 
NAsiiAfj  stocks.  And  judging  by  the  pe: 
formance  and  volume  of  the  nasda 
market,  there  must  be  millions  of  othe 
"little  guys"  like  me.  You  predict  Levi' 
will  prevail  in  his  quest.  Maybe  so,  bi 
that  would  be  a  shame.  Regulators  ha\ 
a  way  of  fouling  up  markets. 

Anthony  Dale 
Encino,  Cali 

DETROIT  DEMANDS  A  RECOUNT 
ON  AUTO  EXPORTS  

The  article  on  U.  S.  automotive  ej 
ports,  "America's  No.  1  car  exporte 
is... Japan?"  (Industries,  Feb.  26),  is  ' 
odds  with  the  facts  about  the  nation 
No.  1  (General  Motors),  No.  2  (Ford  M< 
tor),  and  No.  4  (Chrysler)  exporters.  I 
fact,  a  rival  magazine's  most  recer 
ranking  of  the  top  U.  S.  exporters  put 
America's  car  companies  at  the  top  ( 
the  list,  with  a  total  of  $37.4  billion  i 
export  sales  of  vehicles  and  parts. 

Even    your    correspondents  a< 
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http://www.ups.com 


Check  out  our  homepage  on 
the  World  Wide  Web  or  look  for  us 
on  the  major  on-line  services. 


Leave  it  to  UPS  to  take  the  hassle  out  of  shipping  pack- 
ages worldwide.  In  fact,  everything  you  need  is  just  a 
few  keystrokes  away.  Introducing  UPS  on  the  Internet. 
Now  when  you  sit  at  your  computer  you  can  track 
packages  worldwide,  arrange  same-day  pickups*  even 
access  rate  information  for  costing  out  shipments.  And 
to  reach  Customer  Service  or  order  supplies,  Q^^) 

WORLDWIDE 

just  use  e-mail.  It's  a  quicker,  easier  way  for    Olympic  sponsor 
you  to  interact  with  UPS.  Which  means 
it's  a  quicker,  easier  way  to  get  things  done 


ups 


MOVING  at  the  SPEED  of  BUSINESS. 


Readers  Report 


knowledged  that  Detroit  jumps  way 
ahead  of  the  Japanese  transplants  in 
terms  of  total  vehicle  exports  (316,000 
units  vs.  167,000  units)  when  the  light- 
truck  segment — which  includes  minivans 
and  sport-utility  vehicles — is  included. 
Counting  only  automobile  exports  is 
misleading,  especially  when  the  light- 
truck  segment  is  among  the  fastest- 
growing  in  many  overseas  markets,  such 
as  Japan  and  Korea,  just  as  it  is  here. 

GM,  Ford,  and  Chrysler  are  working 
hard  to  recruit  dealers  and  increase 
their  presence  in  Japan.  However,  most 
of  that  nation's  carmakers  own  their 
own  distribution  points  in  the  most  fa- 
vorable locations,  giving  the  transplants 
a  leg  up  on  us  in  getting  their  cars  and 
trucks  to  Japanese  consumers. 

Andrew  H.  Card  Jr. 
President  &  CEO 
American  Automobile 
Manufacturers  Assn. 

Washington 


HOW  TO  STOP  THE  UNDERCLASS 
FROM  SWELLING  

In  "Is  America  becoming  more  of  a 
class  society?"  (Social  Issues,  Feb.  26),  it 
does  not  surprise  me  at  all  that  we  are 
developing  a  growing  underclass  in  this 
country,  given  that: 

■  Our  schools  are  more  concerned  with 
socialization,  feelings,  and  sports  rather 
than  preparing  our  young  people  to  be- 
come productive,  informed  citizens. 

■  Our  government,  through  its  social 
policies,  encourages  people  to  become 
wards  of  the  state  rather  than  self-reli- 
ant individuals. 

m  Standards  of  acceptable  behavior  and 
quality  continue  to  decline  at  an  alarm- 
ing rate. 

■  Our  society  has  still  not  learned  that 
we  must  face  the  reality  of  intense  com- 
petition from  overseas. 

We  must  elevate  our  citizens,  not 
with  useless  programs,  but  by  effective 
schooling,  emphasis  on  personal  respon- 
sibility and  obligations  to  others,  and 
dedicating  ourselves  to  higher  standards 
of  achievement  and  behavior. 

William  J.  Meisler 
Harrisburg,  Pa. 

Your  article  fails  to  address  the  qual- 
ity of  educat  ion  as  a  factor  in  this  grow- 
ing division.  The  philosophy  of  public- 
education — geared  to  keeping  students 
in  school  and  happy  through  their  teen 
years,  regardless  of  whether  they  are 
learning  even  the  most  basic  English 
and  math  skills — must  bear  some  of  the 
responsibility  for  the  growing  under- 


class of  high  school  grads  and  dropouts 
who  do  not  have  the  skills  for  well-paid 
employment. 

Unless  we  introduce  a  more  rigorous 
approach  to  public  education  that  en- 
hances the  skills  of  these  two  groups 
and  enables  more  of  them  to  move  on  to 
our  colleges  and  universities,  the  gulf 
between  the  classes  in  this  countiy  is 
likely  only  to  widen,  regardless  of  well- 
meaning  attempts  at  income  redistribu- 
tion. The  solution  must  lie  in  elevating 
the  undereducated  to  more  meaningful 
academic  achievement,  not  in  makeshift 
measures  that  relegate  them  to  perma- 
nent underclass  status.  Closing  the  edu- 
cation gap  will  go  a  long  way  toward 
closing  the  income  gap. 

Elizabeth  B.  Ehrlich 
New  York 

WAS  THE  REPORT  ON  APPLE 
ROTTEN  TO  THE  CORE?  

In  response  to  "The  fall  of  an  Ameri- 
can icon"  (Cover  Story,  Feb.  5)  on  Apple 
Computer  Inc.,  I  sent  a  letter  to  busi- 
ness week  published  on  Feb.  26  in  which 
I  pointed  to  mistakes  Apple  made  that 
contributed  to  its  seemingly  paradoxical 
image  as  a  technological  visionary  hob- 
bled by  market  myopia.  But  the  thrust  of 
my  message — that  media  bias,  including 
nonobjective  reporting  by  business 
week,  contributed  to  Apple's  woes — was 
deleted  dming  the  editing  process. 

Your  coverage  of  the  Windows  95 
rollout  last  summer  had  a  decidedly  pro- 
Windows  95  tone.  It  first  seemed  that 
business  week  had  succumbed  to  the 
pre-release  media  frenzy  Microsoft  Corp. 
had  so  expertly  orchestrated.  Howev- 
er, the  Apple  cover  story  suggests  that 
business  week  was  guilty  of  a  more 
serious  offense:  finessing  facts  to  assure 
magazine  sales  to  its  largely  Windows- 
using  core  market.  I  found  it  ironic  that 
business  week  chose  to  quote  me  out 
of  context,  especially  when  the  context 
was  one  complaining  about  the  maga- 
zine's apparently  biased  reporting. 

Martin  H.  Tesler 
Alexandria,  Va 

GIVE  THE  FLAT  TAX 

A  FAIR  SHAKE  

Christopher  Farrell  joins  the  defend- 
ers of  the  indefensible  status  quo  with 
his  deceptive  and  misleading  hit  piece 
on  the  flat  tax,  "A  flat  tax  is  flat-out 
risky"  (Commentaiy,  Feb.  19).  Fan-ell  is 
guilty  of  the  same  smear  tactics  used  by 
other  desperate  critics  of  the  flat  tax,  in- 
cluding reliance  on  thoroughly  discredit- 
ed studies  with  abysmal  methodology, 


the  use  of  loaded  words  and  slante 
jargon,  and  quotations  from  biase 
sources  without  identifying  their  biase 
Michael  D.  Whitt 
Chicag 

Your  assertion  that  a  flat  tax  woul 
cause  the  stock  market  to  "tumble"  b< 
cause  corporate  assets  would  be  wort 
less  defies  comprehension.  Elimination  i 
taxes  on  dividends,  interest,  and  capit: 
gains  would  have  just  the  opposite  e 
feet.  The  value  of  corporate  earning 
dividends,  and  interest  payments  woul 
soar.  Equity  and  bond  values  would  ris 
accordingly.  Yes,  there  are  risks  simpl 
in  making  changes.  But  the  risks  t 
stock  values,  home  values,  and  the  ecoi 
omy  of  continuing  the  present  systei 
are  high  as  well.  Now  is  a  good  time  t 
risk  some  change.  Our  economy  : 
stronger  and  healthier  than  it  has  bee 
in  a  long  time.  There  are  no  great  di: 
tractions  abroad.  The  flat-tax  idea  : 
catching  on  because  there  is  a  growin 
sense  that  we  should  do  this  now. 

Alexander  M.  Blantc 
New  Yor 

IF  YOU  HAD  $4  BILLION 

TO  BLOW...  

A  Feb.  26  article,  "What  Ford  hi 
riding  on  these  four  wheels"  (New 
Analysis  &  Commentary),  says  For 
Motor  invested  $4  billion  in  the  F-ll 
track.  A  Jan.  29  article,  "Did  the  faa  g 
easy  on  Boeing?"  (The  Corporation 
says  Boeing  Co.  invested  $4  billion  i 
the  777.  Whose  costs  seem  out  of  line 
Greg  Brownin 
Louisville,  K; 
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According  to  legend,  a  little  child 
had  a  dream  about  the  best  way  to 
I  harvest  and  prepare  wild  rice.  That  it 
I  should  be  knocked  from  the  stalks 

Wlth  blessed  sticks' then  parched  in 

*WM  W  danced  °"  *  '-omove  the 

H.i^i  husks-  ™e  People  did  this  and  they 
made  it  through  the  winter  with 
enough  to  eat.  "Manomin"  was  the 
word  the  child  dreamed,  and  that  be- 
P\  emu-  the  word  for  rice.  "Menominee" 
is  the  name  of  the  tribe,  and  it  means 
"Keepers  of  the  Rice."  These  words 
and  traditions  came  from  the  dream 
of  a  child.  Which  is  just  one  reason  the 
Menominee  have  always  made  it  a  point 
to  talk  to  their  children.  And  to  listen. 


AMERICAN 
INDIAN 

(  OL L E (,  E 
F  (J  N  D 

Help  save  a  culture  that  could  save  ours 
by  supporting  the  29  American  Indian  colleges 
mm      A"'mca"  Wan  College  Fund  ' 
mi  OsageSt,  BIdg.  D,  Suite 205 J,Denver  CO  80204 
1-800-776-FUND. 

Special  thanks  to  the  US  West  Foundation  for 
""derwntmg  production  costs  for  this  aZertl!ment. 


I  IN]    /\    PERFECT    W  O  RE  E>  , 
EVERYTHIN  G    W  C  )  L  J  I .  I  )  BE 
VALUE  F»RICEE>. 


It  certainly  would  make  life 
easier.  But  for  the  time  being,  you'll 
find  General  Motors  Value  Pricing 
only  on  our  cars  and  trucks. 

You  know  the  deal.  All  the 
features  people  ask  for  most.  Like 
anti-lock  brakes.  Airbag.  A/C. 
And  24-hour  roadside  assistance. 

Even  a  3-year, 
36,000  mile 
bumper-to- 
bumper  limited  warranty  with 
no  deductible.  All  included,  and 
more,  for  one  low  sticker  price. 

Now  any  number  of  auto 
makers  will  charge  you  extra  for 
that  stuff.  So  a  fairly  decent  base 
price  can  get  ugly  rather  quickly. 

But  not  at  GM.  And  that's 
the  beauty  of  the  plan.  Since  you 
already  know  what  you  re  getting, 
there's  no  need  for  haggling  or  hard 
sell.  Instead,  take  your  pick  from  over  85  different  General  Motors  Value  Priced  cars  and  trucks. 

It  may  be  quite  a  while  before  you  see  a  Value  Price  sticker  on  Otis  (the  Labrador  retriever). 
But  you '11  disc    er  a  simpler  way  to  shop  for  a  new  car  at  your  General  Motors  dealer,  today. 


General  Motors 


Chevrolet   •    CMC    Truck    •    P  o  n  t  i  a  c 


0  I  d  s  m  o  b  i  I  e 


u  i  c  k  -Cad 


a  c 


.i^/aybe  you  should  pinch  yourself.  Afterall,  here  you 
are  sipping  a  warm  cup  of  coffee  on  a  balcony  overlooking 
the  Pacific,  you've  just  enjoyed  your  best  night  s  sleep  in 
months,  and  you're  perfectly  comfortable  wearing  shorts. 

Warmed  by  clear  sunny  days,  and  cooled  by  temperate 
ocean  breezes,  now  is  the  best  time  of  all  for  you  to  visit 
San  Diego.  The  crowds  are  gone,  the  air  is  crisp  and  clear, 
and  our  rates  are  more  attractive  than  ever. 


Our  Southern  California 
Extravaganza  Package: 

'  6  nights  deluxe  accommodations  far  two 
'  Two  tickets  to  Seii  World,  San  Diego 
Zoo  and  San  Diego  Wild  Animal  Park 
'  San  Diego  City  Trolley  tour  for  two 
'  Continental  breakfast  daily,  and  marc 


And  for  a  true  beachfront  getaway,  there's  only  one 
choice.  Located  directly  on  San  Diego's  most  popular  beach, 
the  Pacific  Terrace  Inn  is  your  perfect  winter  hideaway, 
whether  voure  looking  tor  romance  or  a  familv  vacation. 

So  stop  dreaming,  and  come  to  San  Diego  for  a  change 
of  climate,  and  a  change  of  scenery. 


800-344-3370 

610  Diamond  Street  •  San  Diego.  CA  92109  '  ihl1))  581-3500 

Operated  by  Radelow/Girtins  Real  Property  Management  Corporation  ©  Pjcitie  Terrace  Inn  i&m* 
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If  they'd  had  IRAs  with 
us,  they  d  probably  have 
become  capitalists. 


ntil  there's  a  revolution  in  our 
tax  system,  Individual  Retirement 
Accounts  (IRAs)  continue  to  offer 
some  outstanding  benefits  when 
saving  for  retirement.  Perhaps  the 
biggest  is  tax-deferred  compound- 
ing. Over  a  30  year  period,  for 
example,  a  $2,000  annual  taxable 
investment  would 
grow  to  a  balance 
of  $160,326,  if  you 
earned  9%  per 
year  and  were 
in  the  36°/)  tax 
bracket.  That  same 
$2,000  annual 


investment  in  an  IRA  would  grow 
to  $216,363  because  of  tax-deferred 
compounding. 

At  Selected  Funds,  we've  been 
helping  investors  compound  their 
earnings  since  1933.  We  offer  four 
investment  options  and  some  of 
the  most  experienced  portfolio 
managers  in  the 
business.  Shelby 
M.C.  Davis  at 
Selected  American 
Shares  along  with 
Elizabeth  Bramwell 
at  Selected  Special 
Shares  have  more 


than  60  years  of  combined  por 
folio  management  and  analysi 
experience.  If  the  guys  above  he 
invested  with  us  instead  of  goir 
Red,  they  would  have  seen  a  lc 
more  green. 

For  a  free  prospectus 
call  1-800-777-8821 


SELECTED 


No-Load  Mutual  Funds  Since  1933 

11996  Davis  Selected  Advisers,  L  P 


Davis  Selected  Advisers,  L.P.  is  tlie  distributor  of  The  Selected  Funds,  124  East  Marcy  Street,  Santa  Fe,  NM  875i 

The  data  quoted  represents  past  performance  and  the  investment  return  and  principal  value  of  the  investment  will  fluctuate  so  t 
an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  the  cost.  For  more  information  including  management  fees 
and  distribution  charges,  write  or  call  for  a  free  prospectus  and  read  it  carefully  before  investing.  The  average  annual  return  for 
Selected  American  Shares  for  the  one,  five  and  ten  years  ended  December  31, 1995,  was  38.09%,  16.86%  and  13.67%,  respectiv 
The  average  annual  return  for  Selected  Special  Shares  for  the  one,  five  and  ten  years  ended  December  31, 1995,  was  34.24%, 
14.56%  and  11.81%,  respectively. 
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HARDCOVER  BUSINESS  BOOKS  j 

|                    PAPERBACK  BUSINESS  BOOKS 

THE  ROAD  AHEAD  by  Bill  Gates,  with  Nathan  Myhrvold  and 
Peter  Rinearson  (Viking  •  $29.95)  Observations  on  the  l-way 
and  a  peek  at  the  $30  million  house  that  Bill  built. 
THE  BEARDSTOWN  LADIES'  STITCH-IN-TIME  GUIDE  TO 
GROWING  YOUR  NEST  EGG  by  the  Beardstown  Ladies 
Investment  Club  with  Robin  Dellabough  (Hyperion  •  $19.95) 
The  team  from  Illinois  turns  to  retirement  planning. 
THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Simon  &  Schuster  •  $24)  An  online  investment  duo 
puts  it  in  writing. 

THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

HOW  TO  DRIVE  YOUR  COMPETITION  CRAZY  by  Guy 

Kawasaki  (Hyperion  •  $22.95)  Pulling  off  the  gloves— and 
giving  the  other  guy  fits. 

BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $25)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 
INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore  (HarperBusi- 
ness •  $25)  Lessons  on  marketing  from  Silicon  Valley. 
THE  DIGITAL  ECONOMY  by  Don  Tapscott  (McGraw-Hill  • 
$24.95)  How  the  Infobahn  is  changing  business. 
REAL  CHANGE  LEADERS  by  Jon  R.  Katzenbach  and  the  RCL 
Team  (Times  Business  •  $27.50)  McKinsey  &  Co.  consultants 
look  at  innovative  middle  managers. 

MEGATRENDS  ASIA  by  John  Naisbitt  (Simon  &  Schuster  • 
$24)  Look  eastward,  executives. 

EMPOWERMENT  TAKES  MORE  THAN  A  MINUTE  by  Ken 

Blanchard,  John  P.  Carlos,  and  Alan  Rudolph  (Berrett-Koehler 

•  $20)  A  motivational  how-to  in  story  form. 

RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 

Bowles  (Morrow  •  $20)  Turning  customers  into  your  biggest 

boosters. 

PROFIT  FROM  EXPERIENCE  by  Gil  Amelio  and  William  L. 
Simon  (Van  Nostrand  Reinhold  •  $24.95)  Apple's  new  chief 
describes  the  National  Semiconductor  turnaround. 
THE  LEADER  OF  THE  FUTURE  by  Frances  Hesselbein,  Mar- 
shall Goldsmith,  and  Richard  Beckhard,  eds.  (Jossey-Bass  • 
$25)  Writers  and  consultants  tell  how  to  have  the  right  stuff. 

THE  WHIZ  KID  OF  WALL  STREET'S  INVESTMENT  GUIDE  by 

Matt  Seto  with  Steven  Levingston  (Morrow  •  $22)  It's  a  lot 
like  swapping  baseball  cards,  says  the  prodigy. 


1  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

2  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 

3  LEARN  TO  EARN  by  Peter  Lynch  and  John  Rothchild  (Fire- 
side •  $13)  Capitalism  for  beginners. 

4  THE  ONLY  INVESTMENT  GUIDE  YOU'LL  EVER  NEED  by 

Andrew  Tobias  (Harcourt,  Brace  •  $12)  How  to  overcome 
"money  intimidation, "  now  in  an  updated  edition. 

5  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managing 
your  time  by  balancing  your  life. 

6  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morns  and  Alan  M. 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

7  THE  ERNST  &  YOUNG  TAX  GUIDE  1996  by  the  Tax  Partners 
and  Professionals  of  Ernst  &  Young  LLP  (Wiley  •  $14.95) 
April  is  the  cruelest  month. 

8  THE  1996  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

9  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Work- 
man •  $8.95)  Give  them  a  champagne  brunch,  a  casual- 
dress  day — or  plain  old  cash. 

10  THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $14.95)  A  useful  analysis  of  how  Buffett  does  it. 

11  J.K.  LASSER'S  YOUR  INCOME  TAX  1996  by  the  J.K.  Lasser 
Institute  (Macmillan  •  $14.95)  1099s  and  W-2s  anyone? 

12  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

13  YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dommguez  and  Vicki 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 

14  THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 

15  PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer. 


siness  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economics,  man- 
ement,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  represent- 
.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  February. 


HOT  TYPE 


MAYBE  THEY  SAID  IT  ALL  THE  FIRST 

time.  Without  the  blend  of  small-town 
dom  and  financial  savvy  that  made  Tlie  Beardstown  Ladies' 
nmon-Sense  Investment  Guide,  so  compelling,  the  team's  sec- 
I  book,  The  Beardstown  Ladies'  Stitch-In-Time  Guide  to 
nving  Your  Nest  Egg  (Hyperion),  No.  2  on  this  month's 
t-seller  list,  seems  a  bit  threadbare. 
3ere  are  useful  worksheets,  a  sample  will,  and  a  handy 
of  resources,  but  the  homespun  anecdotes  and  hands-on  at- 
de  are  gone,  as,  for  the  most  part,  are  the  recipes.  Here  are 
5  for  seniors,  but  most — such  as  where  to  get  discounts  on 
beverages — are  of  limited  value.  Nor  is  the  advice  for 
iretirees  original:  "Keep  increasing  the  amount  of  your  assets 


or  investments  while  reducing  the  amount  of  your  liabilities  or 
debts,"  we're  told.  The  authors  also  recommend  buying  gener- 
ic brands,  checking  out  books  and  videos  from  the  library, 
and  bringing  lunch  to  work. 

The  book  deals  in  generalities — its  most  tangible  advice  is 
how  to  attire  a  ceramic  goose  for  your  yard.  And  it's  too  slick: 
The  heavy  hand  of  book  packager  Seth  Godin  Productions  and 
the  ladies'  new  eo-writer,  Robin  Dellabough,  is  all  too  visible. 

With  their  returns  averaging  23%  over  11  years,  the  Illi- 
nois squad's  financial  success  has  been  an  inspiration.  But 
consumers  may  want  to  heed  the  ladies'  advice  and  pick  up 
the  Stitch-In-Time  Guide  at  the  local  library. 

By  Kerry  Capell 
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i  u/  nume  computings 


At  Acer8,  we've  got  lofty  goals.  As  do  our  customers.  So,  before  setting 

We  Aspire 

out  to  redefine  personal  computing  for  the  home,  we  listened  to  their 

to  greatness. 

needs,  their  concerns,  and  even  their  hopes  and  dreams.  The  result? 
The  new  Acer  Aspire™  Minitower  computer.  Just 
one  look  at  Aspire  suggests  something  radically 
different.  The  way  it  looks  more  suitable  for  the 
den  or  home  office  than  your  standard  corporate  cubicle.  The  way 
its  inviting  design  meshes  perfectly  with  its  powerful  features,  which 
include  the  Intel®  Pentium®  processor.  The  way  Aspire  practically  sets 
itself  up,  easing  the  fears  of  new  PC  users.  Aspire  is  what  people  think 
a  home  PC  should  be.  It's  a  bold  approach,  and  one  that  people  are 
responding  to  with  overwhelming  enthusiasm.  Aspire  is  representative 
of  the  way  we  at  Acer  approach  every  challenge,  every  day— with  the 

kind  of  fhinkincr  ttiat- 
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kind  of  thinking  that  redefines  leadership  in  the  computing  marketpl; 
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additioml  information  about  the  Aspire  Minitower  Computer  or  to 
BBSS  C°ntaCt  U  retailer  maryou,  call  1-800-381-ACER.  AcerXpress  Faxback 

Windowse95  System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 
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Books 


THE  WEIGHT  OF  THE  YEN 

How  Denial  Imperils  America's  Future  and  Ruins  an  Alliance 

By  R.  Taggart  Murphy 
Norton  •  352pp  •  $25 


DROWNING 
IN  YEN 


Of  all  America's  postwar  al- 
liances, none  is  more  important 
or  contentious  than  its  link  with 
Japan.  Provided  with  Washington's 
pledge  of  security  and  open  markets, 
Japan  has  responded  with  a  flood  of 
televisions,  Toyotas,  and  money.  But 
while  the  volumes  discussing  the  near- 
ly 50-year-old  U.  S.-Japanese  trade  re- 
lationship could  fill  a  fair-size  library, 
works  that  analyze  the  equally  vital  fi- 
nancial ties  between  the  two  countries 
have  been  few.  So  it  was  with  keen 
anticipation  that  I  turned  to  R.  Taggart 
Murphy's  The  Weight  of  the  Yen  for  an 
explanation  of  how  the  U.  S.  became 
dependent  on  Japanese  cash,  and 
whether  it  should  be  a  matter  for  con- 
tinuing concern. 


Murphy  emphatically  believes  that 
it  should  be,  and  I  was  more  than  sat- 
isfied with  his  lively  arguments.  A  vet- 
eran Tokyo-based  investment  banker 
who  first  got  hooked  on  Japan  when 
his  family  moved  there  while  he  was  in 
his  teens,  Murphy  writes  with  an  au- 
thority that  can  come  only  from  having 
watched  the  growth  of  a  phenomenon 
from  within.  And  although  this  is  his 
first  book,  it's  hardly  Murphy's  initial 
treatment  of  the  topic  of  Japanese 
money.  His  provocative  1989  Harvard 
Business  Review  article,  "Power  With- 
out Purpose:  The  Crisis  of  Japan's 
Global  Financial  Dominance,"  appeared 
at  the  peak  of  the  country's  "bubble 
economy"  and  is  one  of  my  favorite 
analyses  of  how  Japan  refuses  to  sub- 


ordinate self-interest  to  the  grea 
good  of  the  world  financial  system. 

In  his  book,  Murphy  expands  on 
theme  of  blind  self-interest,  produc 
an  engaging  and  witty  analysis  of  1 
forces  that  have  permitted  Japan 
pile  up  cash  and  the  policy  blund 
•that  have  kept  U.  S.  Presidents  fr 
Nixon  to  Clinton  in  denial,  as  he  p 
it,  about  the  challenge  these  for 
pose.  Murphy  concludes  that  the  Jap 
ese  amass  and  deploy  their  cash 
achieve  one  strategic  goal  at  the 
pense  of  everything  else:  dominat 
of  world  markets. 

Murphy  recalls,  for  example,  that 
Reagan  Administration  mistakenly 
lieved  that  the  Bank  of  Japan's  decis 
to  open  the  monetary  floodgates  al 
the  dollar  was  devalued  in  1985  wo 
rev  up  the  Japanese  demand  for 
ports.  Instead,  Murphy  says,  sii 
Japan's  banks  serve  more  as  agents 
national  industrial  policy  than  as  in 
pendent  financial  institutions,  much 
the  newly  created  liquidity  was  f 
neled  into  Japanese  manufacturers'  < 
fers.  Bankrolled  with  dirt-cheap  ere 
corporations  then  launched  a  gargar 
an  spending  campaign  that  added 
Japan's  gross  national  product  the  eqi 
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Put  our  toll-free 
service  to  work. 

Give  your  small  business  the  edge. 

Sprint's  Toll-Free  Service  is  the  easy,  inexpensive  way 
to  give  your  small  business  big  business  clout.  It's  how 
customers  can  reach  you  more  easily  to  place  more  orders. 

In  fact,  customers  are  more  likely  to  do  business 
with  a  company  offering  a  toll-free  number. 

"What's  more,  it's  an  affordable  way  for  you  and  your 
employees  to  stay  in  touch  while  out  of  the  office.  It's  just 
$5  a  month  plus  Sprint's  great  low  flat  rates  for  each 
incoming  call. 

And  now  that  millions  of  toll-free  888  numbers  are 
available,  you  can  reserve  a  custom  toll-free  number 
everyone  will  remember. 
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;nt  of  the  entire  gnp  of  France — and 
t  the  deficit-fueled  U.  S.  with  record 
ide  imbalances. 

Murphy  suggests  the  U.  S.  could 
ve  avoided  this  comeuppance  had  its 
iders  paid  more  attention  to  Japan's 
or  record  at  following  through  on  in- 
rnational  economic  pledges,  as  well 

its  own  lack  of  desire 

reduce  a  spreading 
dget  deficit  financed 
"gely  by  borrowing 
road.  Writes  Murphy: 
.mericans  have  paid  a 
jh  price  for  choosing  to 
rrow  money  rather 
an  face  up  to  the  need 
•  far-reaching  debate  on 
e  hard  decisions  that 
e  the  genuine  stuff  of 
nest  politics."  With 
>ngress  and  the  White 
)use  grappling  over  a 
al  to  balance  the  bud- 
t,  that  realization  may  finally  be 
fing  down  to  policymakers. 
In  crafting  his  analysis,  Murphy 
idits  the  likes  of  Karel  van  Wolferen, 
lalmers  Johnson,  Clyde  Prestowitz, 
d  former  business  week  Tokyo  bu- 
au  chief  Robert  Neff,  all  prominent 
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or  THI 

YEN 

IT 

R.  TAGGAKTMUBPHY 

fil- 


members  of  the  "revisionist"  school  of 
authors,  academics,  and  journalists  who 
contend  that  Japan's  economy  marches 
to  its  own  beat.  In  their  Japan,  and 
Murphy's  as  well,  most  of  the  nation's 
political  leaders  are  little  more  than 
figureheads  who  are  unable  to  deliver 
on  most  of  the  trade  concessions  that 
Washington  demands,  and 
consumers  are  subjugat- 
ed to  an  unholy  trinity  of 
bureaucrats,  banks,  and 
manufacturers. 

Although  this  line  of 
argument  is  familiar  by 
now,  Murphy  builds  on  it 
admirably.  His  discussion 
of  the  forces  driving  the 
Japanese  banking  system 
to  lend  with  little  heed  to 
credit  risk  is  particularly 
provocative  now  that  the 
country's  lenders  are  wal- 
lowing in  hundreds  of  bil- 
lions of  dollars  in  bad  debts. 

To  Murphy,  blind  obedience  to  the 
imperative  of  economic  dominance  car- 
ries dangerous  seeds  of  instability  for 
Tokyo  and  Washington  alike.  How,  asks 
Murphy,  can  Japan  demand  unlimited 
access  to  foreign  technology  and  world 


markets  while  running  a  cartelized  mer- 
cantilist economy  at  home? 

Murphy  thinks  Washington  should 
pressure  Tokyo  to  change  its  ways — 
but  with  a  shift  in  tactics.  The  U.  S. 
must  learn  to  stop  browbeating  Japan 
and  establish  a  powerful,  dedicated 
force  of  specialists  focused  on  the  com- 
plex Japanese  political  economy.  Ap- 
proaching Tokyo  much  as  it  approached 
Moscow  in  cold  war  days,  Washington 
"must  learn  to  negotiate  quietly,  skill- 
fully, and  firmly,"  Murphy  says,  "react- 
ing to  intransigence  not  with  hectoring 
and  cheap  talk,  but  with  measures 
based  on  painstaking,  detailed  study 
designed  to  achieve  the  maximum  re- 
sults with  minimum  resentment." 

Will  this  bring  greater  balance  to 
the  U.  S. -Japan  relationship?  Murphy 
could  have  spelled  out  his  recommen- 
dations in  greater  detail,  but  his  analy- 
sis of  what's  amiss  with  the  U.  S.-Japan 
financial  relationship  is  nonetheless  ar- 
resting. America  has  gotten  used  to 
living  off  Japanese  cash.  Murphy  shows 
that  the  cost  of  this  money  is  high 
indeed. 

BY  WILLIAM  GLASGALL 

Senior  Writer  Glasgall  covers  inter- 
national finance  for  business  week. 
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And  leave 
the  risk  to  us. 

With  a  6  month  money-back  guarantee. 

There's  never  been  a  better  time  to  put  toll-free  to  work  for 
your  small  business.  Especially  with  Sprint's  risk-free,  money-back 
guarantee.*  If  our  toll-free  service  hasn't  made  a  difference  to 
your  business  in  just  6  months,  you'll  get  your  money  back, 
no  questions  asked.  But  call  now  and  choose  your 
toll-free  number  today.  Only  from  Sprint  Business. 

And  don't  forget:  All  your  long-distance  calls 
are  free  on  Fridays  for  a  whole  year  with  Sprint's 
exciting  Fridays  Free**  small  business  offer. 

Call  Sprint  Business 

1800  477  1494 
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We  Help  Business  Do  More  Business 

r\  ot  $1,000  per  month  refund  of  money  your  business  has  spent  on  Sprint  toll-free  calls  Refund  available  at  customer  request,  anytime  during  the  first  6  months  of  service  Toll-free  number  reverts  back  to  Sprint  at  no  extra  charge 
i  usage  only  $50  monthly  minimum  required  Certain  restrictions  apply  Intrastate  calling  where  available  Maximum  ot  $1,000  m  free  calling  per  month  Domestic  origination  only  for  free  calls  Limited-time  offer  Not  valid  with  any  other  offer 
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centralized,  conservative 
and  cautious 


locally  empowered, 
entrepreneurial  and  intrepid 
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stuck?  see  clue  at  left. 


To  be  a  global  success,  you'd  better  be  close  to  customers 
and  trends  in  your  local  markets.  And  you'd  better  be  there  first. 

Reckless?  Not  the  way  United  Technologies  does  it.  We  enter 
markets  with  local  partners  who  know  the  ropes. 

Being  first  gives  us  first  choice.  Of  the  best  partners  and  the 
best  opportunities. 

It  also  gives  us  the  time  to  grow  management  teams 
internationally.  Teams  who  know  the  sky  isn't  falling. 
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BY  STEPHEN  H.  WILDSTROM 
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DYNAMO 


Pilot's  big  plus:  It  can 
easily  swap  schedules 
and  addresses 
with  your  desktop 

My  long  search  has  fi- 
nally borne  fruit. 
For  a  couple  of 
years,  I've  been  looking  for 
an  electronic  calendar  and 
address  book  that's  small 
enough  to  fit  into  a  pocket 
but  that  can  swap  infor- 
mation with  my  desktop 
computer. 

My  new  companion,  which 
is  called  Pilot,  weighs  just 
under  6  ounces.  Unlike  more 
versatile  personal  digital  as- 
sistants (PDAs),  such  as 
Hewlett-Packard's  OmniGo 
and  Sharp's  Zaurus,  Pilot 
doesn't  allow  me  to  send 
faxes,  collect  E-mail,  track 
expenses,  or  play  solitaire. 
What  it  does  do  extremely 
well  is  allow  me  to  easily  up- 
date my  address  and  sched- 
ule information  on  my  desk- 
top or  Pilot.  The  Windows 
version  of  the  $299  Pilot, 
from  the  Palm  Computing 
Div.  of  usRobotics  (415  949- 
9560),  will  be  in  stores  in 
early  April.  A  Macintosh 
model  is  due  in  early 
summer. 

INSTANT  EXCHANGE.  Pilot 
was  designed  as  a  computer 
accessory  rather  than  a  free- 
standing PDA.  It  has  a  plastic- 
cradle  that  attaches  with  a 
cable  to  a  port  on  your  desk- 
top. Set  the  Pilot  in  the  cra- 
dle, press  a  button,  and  all 
new  entries  and  modifications 
are  instantly  exchanged  be- 
tween the  devices. 

Pilot  comes  with  its  own 
personal  information  manag- 
er (PIM),  and  most  people 
will  find  that  this  program 


keeps  track  of  names,  phone 
numbers,  and  scheduling  just 
fine.  But  what  if  your  entire 
life  is  already  stored  in  an- 
other pim — say,  Lotus  Orga- 
nizer— and  you  don't  want  to 
face  the  trauma  of  changing? 
You  may  be  in  luck:  Versions 
of  HotSync  software,  which 
connects  the  Pilot  to  desk- 
top programs,  will  be  avail- 
able  for   several  leading 


POCKET-SIZE: 

But  data  entry 
takes  practice 

popular  pims. 

I  tried  Pilot  1 
out  with  Now 
Software's  Win- 
dows 95  ver- 
sion of  its  pop- 
ular Up-to-Date 
Mac  pim.  While  there  were 
some  rough  edges  to  the 
early  test  version,  it  looks 
as  if  it  will  work  fine  when  it 
ships,  probably  in  April.  Oth- 
er early  synchronization 
products  will  handle  Camp- 
bell Services  OnTime  and 
Franklin  Ascend.  Meanwhile, 
a  company  called  Intelli- 
Link  is  building  synchroniz- 
ers for  a  variety  of  PlMs, 
including  Organizer,  Micro- 


soft Schedule+,  and  Starfish 
Sidekick. 

The  biggest  difficulty  is 
entering  data  directly  into 
Pilot.  This  requires  using 
Graffiti,  a  shorthand  devel- 
oped by  Palm  for  the  Apple 
Newton.  It's  not  hard  to 
learn,  and  I  found  the  accu- 
racy quite  good.  But  it  takes 
a  bit  of  investment  in  time. 
Given  Pilot's  other  virtues, 
learning  Graffiti  is  not  a  bad 
trade-off. 

SPEEDIER  NEWTON.  At  the 

opposite  end  of  the  PDA  scale 
in  size  and  price,  Apple  is 
trying  to  breathe  new  life 
into  the  Newton,  which  can 
run  a  large  assortment  of 
software  and  even  surf  the 
Internet.  Apple  offers  a  new 
version  of  its  operating  soft- 
ware in  the  $699  Message- 
Pad  120  and  is  adding  a 
backlit  screen  in  the  $799 
MessagePad  130.  The  new 
software  features  speedier 
performance  and  better  links 
to  Mac  and  Windows  pro- 
grams, but  the  biggest  im- 
provement is  in  Newton's 
handwriting  recognition.  In- 
stead of  pursuing  the 
chimera  of  recognizing  cur- 
i  sive  scrawls,  Newton  now 
expects  you  to 
print,  which 
works  wonders 
for  accuracy. 
Apple  also  sells 
an  accessory 
keyboard  for 
data  entry. 

My  objection  is 
that  the  19-ounce, 
8-inch-by-4-inch 
unit  is  too  bulky. 
Newton  is  finding 
a  market  among 
specialized  users, 
such  as  doctors  who  need  to 
jot  down  notes  and  write 
prescriptions  while  on  hospi- 
tal rounds.  But  business 
users  may  find  it  overkill. 

The  good  news  is  that,  in 
the  next  year  or  so,  speedy 
new  low-wattage  processors, 
especially  Digital  Equip- 
ment's StrongARM,  may  bring 
Newton-like  power  to  a 
package"  the  size  of  Pilot. 
That  will  he  a  killer  combo. 
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SPEAKERS 
BOOMING  BASS 

Computer  speakers  built  into 
your  monitor  can  be  a  space- 
saving  convenience,  but  the 
sound  quality  often  leaves 
quite  a  bit  to  be  desired.  The 
small  speakers  produce  a  tin 
ny  sound  with  little  bass.  The 
newest  multimedia  displays 
from  Nokia  (800  296-6542) 


take  built-in  sound  to  new 
lows  by  building  a  subwoofer 
into  the  display's  tilt-and- 
swivel  base.  The  $999  Multi- 
graph  447Xav  can  display  up 
to  1,600  by  1,200  pixels  on  it 
Sony  Trinitron  screen.  The  oth 
erwise  similar  $1,499  Multi- 
graph  447K  (shown) adds  a 
camera  for  videoconferencing 

LAPTOPS 
LOW-PRICED  PENTIUM 

Its  case  won't  win  any  fit- 
and-finish  awards,  and  the 
built-in  speakers  sound  like 
early  gramophone.  But  for 
pure,  cheap  power,  it's  tough 
to  beat  the  XP5  Pentium  lap- 
top from  WinBook  Computer 
(800  468-7502).  Prices  for  th 
XP5  with  16  megabytes  of 
RAM  range  from  $2,999  for  a 
75-Mhz  unit  to  $3,799  for  121 
Mhz.  The  WinBooks  features  i 
choice  of  an  "eraser-head" 
pointing  device,  an  optional 
trackball  ($30),  or  a  touch 
pad  ($80).  Installing  the 
devices  is  a  bit  tricky,  so  all 
but  the  most  adroit  should 
have  a  technician  swap  the 
parts. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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THIS  YEA 


ONE  OUT  OF  THREE  COMPANIES 


WHO  TACKLE  THEIR  OWN 


PAYROLL  TAXES 


WILL  GET  HIT  WITH  A  PENALTY 


ut  true.  Payroll  tax  deposit  and 
filing  is  a  strictly  regulated,  complicated  and 
constantly  changing  process.  And  if  you  don't 
keep  up  with  it,  accurately  and  on  time,  it  can 
cost  you  plenty. 

Hire  ADP  and  we'll  take  on  this  burden,  so 
you'll  never  again  have  to  worry  about  meeting 
(or  exceeding)  your  tax  obligations.  We  have 
700  tax  specialists  who  keep  on  top  of  all  tax 
law  changes.  Plus,  a  fully  automated  payroll 


tax  service  that  makes  deposits  and  files  for  you. 
And  lastly,  if  there  are  inquiries,  we'll  work  with 
the  IRS  to  resolve  them  on  your  behalf. 

Whether  you're  in  one  location  or  500,  prefer 
to  do  all,  some  or  none  of  the  work  yourself,  our 
wide  choice  of  software  options  and  expert  out- 
sourcing solutions  makes  it  all  easier  on  you. 

So  call  now  for  a  free  copy  of  our  Payroll  Tax 
Guide  and  see  how  we  can  help  make  your  life 
less  taxing. 


1  800  HIRE  ADP  ext.  346 


IT     PAYS     TO      HIRE  US 


PAYROLL  SOLUTIONS  •  TAX  &  REGULATION  MANAGEMENT  •  HUMAN  RESOURCE  SYSTEMS  •  BENEFIT  PLAN  ADMINISTRATION 


Our  Business  I 
Do  What  You  D( 


helping  ¥)ur s 
iest...Even  Better. 


Your  business  has  a  good  foundation.  Now  it's  time  to  build 
on  it.  But  you  could  be  serving  your  clients  in  ways  you  haven't  yet 
dreamed  of.  And  we  can  help.  We  go  beyond  creative  financing  by 
providing  innovative  solutions  to  all  kinds  of  business  needs.  Like 
helping  a  circus  move  across  the  country  by  supplying  the  needed 
vans  and  flatbeds  through  a  flexible  one-way  rental  program.  Or 
helping  a  company  solve  technological  problems  with  its  computer 
network,  and  tap  into  global  markets  by  creating  administrative 
software  to  allow  the  service  of  global  customers. 

At  GE  Capital  Services,  we're  26  diversified  businesses.  Each 
one  devoted  to  helping  you  build  your  business- so  you  can  do  what 


you  do  best... even  better.  To  find  out  more,  call  1-800-243-2222. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours' 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  FINANCE  •   COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES 
CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES  •  EMPLOYERS  REINSURANCE  CORPORATION 
EOUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE 
GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES 
PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES  •  TECHNOLOGY  MANAGEMENT  SERVICES 
TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


LIVE  BY  MARKET  FORCES, 
BUT  DON'T  DIE  BY  THEM 


CUSHION: 

Only  a  new 
social  compact 
that  includes 
health  care, 
training,  and, 
above  all,  full 
employment 
can  assuage 
the  pain  of 
downsizing 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 

End  of  Latssez-Faire 


On  a  recent  edition  of  nbc's  Meet  the 
Press,  Pat  Buchanan  was  lambasting 
foreigners  for  stealing  American  jobs 
and  berating  big  corporations  for  laying  off 
workers.  Buchanan  had  an  easy  remedy:  tar- 
iffs and  quotas  against  imports.  "What  would 
you,  as  President,  do  [about  at&t's  layoffs]?" 
asked  interviewer  Tim  Russert. 

Buchanan  was  at  an  uncharacteristic  loss 
for  words.  "That's  a  tough  question.  I  don't 
have  the  answer,"  he  finally  admitted.  Does 
anybody?  In  the  new,  hypereompetitive  econ- 
omy, every  ceo  feels  the  need  to  be  lean  and 
mean.  Long-term  obligations  to  employees 
appear  to  be  a  relic  of  a  bygone  era. 

Free-market  conservatives  think  the  an- 
swer is  lower  taxes,  more  deregulation,  small- 
er government,  and  freer  competition.  All  of 
this  will  supposedly  stimulate  growth,  and 
growth  will  benefit  everyone.  But  the  econo- 
my has  been  moving  precisely  in  the  direction 
of  freer  competition  ever  since  Ronald  Reagan 
took  office — and  insecurity  has  only  intensi- 
fied. This  is  hardly  surprising,  since  the  few- 
er constraints  there  are  on  market  forces, 
the  freer  companies  are  to  treat  employees 
like  commodities. 

What,  then,  to  do?  In  my  last  column,  I 
praised  Senator  Jeff  Bingaman's  (D-N.  M.) 
proposal  to  encourage  corporations  to  treat 
employees  more  like  "stakeholders."  Under 
Bingaman's  plan,  corporations  that  invested  in 
their  workers,  gave  them  decent  health  and 
pension  benefits,  and  had  measures  to  cushion 
layoffs  would  receive  preferential  tax  and 
regulatory  treatment.  This  is  fine  as  far  as  it 
goes,  but  it  doesn't  dispose  of  Russert's  ques- 
tion to  Buchanan.  A  company  such  as  AT&T 
could  subscribe  to  Bingaman's  good-conduct 
code  but  still  pursue  downsizing.  So  in  addi- 
tion to  the  kind  of  social  compact  Bingaman 
offers,  we  need  two  more  remedies. 
SOCIAL  TARIFFS.  The  first  is  full  employment. 
The  displacement  that  has  become  endemic  to 
American  industry  will  be  bearable  only  when 
other  jobs  are  plentiful.  Education  and  training 
are  lauded  as  a  big  part  of  the  solution,  but  ed- 
ucation alone  does  not  produce  jobs.  Many 
workers  being  displaced  by  today's  downsizing 
are  well-educated.  The  Federal  Reserve  must 
remove  the  cap  on  economic  growth. 

The  second  remedy  is  social  income.  Pro- 
viding a  new  kind  of  social  compact  between 
corporations  and  employees  is  fine,  but  fewer 
and  fewer  people  are  employed  by  large  cor- 


porations. Who  is  the  other  party  to  a  socij 
compact  with  a  worker  who  is  self-employed 
In  an  economy  of  shifting  employment,  bene 
fits  must  be  universal.  These  can  includ 
health  insurance  as  a  perquisite  of  citizer 
ship,  not  employment;  fully  portable  pensions 
and  lifetime  training  opportunities  in  the  forr 
of  vouchers.  This  is  a  new  kind  of  welfar 
state — one  that  facilitates  flexible  emploj 
ment  and  entrepreneurship  rather  than  sut 
sidizing  unemployment. 

Fairer  trade  is  part  of  this  story.  Truly  fre 
trade  requires  symmetrical  market  access 
and  U.  S.  trade  negotiators  should  bargai 
hard  for  it.  And  if  we  Americans  decide  o 
certain  social  standards  at  home,  we  can  res 
sonably  insist  that  those  who  enjoy  free  acces 
to  our  markets  either  observe  the  same  prac 
tices  or  pay  a  social  tariff.  We  should  nc 
freely  import  products  from  nations  that  al^ 
child  labor,  prison  labor,  or  prohibit  unions. 
HARD-WON  GAINS.  Greater  corporate  reguk 
tion,  full  employment,  more  social  spending 
and  global  labor  standards — this  is  hardl 
Pat  Buchanan's  kind  of  program.  Buchana 
rightly  calls  attention  to  the  issue  of  econorr 
ic  insecurity.  But  Buchanan's  remedy  of  simpl 
nativism  doesn't  address  all  the  economic  ir 
stability  that  is  homegrown. 

A  generation  ago,  a  more  managed  econom 
made  for  a  more  stable  workplace.  Basic  ir 
dustry  was  either  regulated  or  oligopolists 
The  at&ts,  nbcs,  and  cms  could  make  long 
term  commitments  to  employees.  America: 
industry  was  also  more  heavily  unionized.  T 
the  naked  eye,  much  of  this  looked  like  benig 
paternalism  or  the  accidental  byproduct  c 
American  global  ascendance,  but  a  lot  of  i 
was  the  result  of  hard-won  struggles  by  union 
and  other  protagonists  of  a  managed  economy 

In  the  20th  century,  liberal  and  moderat 
pragmatists  invented  a  mixed  economy  t 
temper  the  cruelty  of  a  pure  market  systen 
Today,  conservative  visionaries  are  invoking 
the  technical  imperatives  of  the  21st  centur; 
to  offer  a  reversion  to  a  19th  century  brand  c 
capitalism. 

It  took  the  most  conservative  candidate  t 
raise  the  issue  of  economic  insecurity.  Bu 
Buchanan's  conservative  populism  is  not  seri 
ous  about  a  remedy.  The  more  market  force 
are  let  loose,  the  more  we  need  countei'vailinj 
social  cushions.  The  situation  calls  for  a  ne\ 
mixed  economy.  To  scapegoat  foreigners  is  ; 
very  poor  substitute. 
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Best  Frequent  Flyer  Awards  Program  two  years  in  a  row. 
What's  different  about  United's  Mileage  Plus®?  Maybe  it's  that  we  don't  just  work  here,  w  own  the  airline. 
Maybe  because  of  that,  we  work  just  a  little  bit  harder.  Thanks  for  noticing,  vgain. 


QU  United  Airlines 


USA 

QQQ 

readers  of  Inside  Flyer  magazine  voted  United  Airlines  "Best  Frequent  Flyer  Awards  Program  once  again.  Speaking  of  awards,  you  should  be  given  one  for  being  able  to  read  type  thi--  -mall.  aJ\_7^ 

Official  SjMjTwir 
US.  Olympic  Team 


Your  business  can 

pend  years 

trying  to  figure  ou 

the  intranet. 


or  a  few 

minutes  with 

someone  who 

already  has. 


F 

£  \  The  intranet.  Everyone's  talking  about  it,  but 
^HNV  few  are  taking  advantage  of  it.  Whether 
you're  talking  business-to-business,  or 
business-to-consumer,  Sun  can  show  you  the  opportunities 
associated  with  the  intranet,  and  then  provide  you  with  the 
products,  service  and  support  to  help  you  implement  those 
solutions.  Everything  from  industry-leading,  easy-to-use 
Netra"  servers  and  key  industry  partnerships,  to  the 
revolutionary  Java  technology,  and  SunScreen"  and 
Solstice"  FireWall-1 "  security  products.  So  don't  waste  time 
and  resources  trying  to  re-create  the  wheel,  call  Sun.  After 
all,  we're  the  intranet  experts-we  helped  invent  it.  To  learn 
more  about  Sun  or  business  solutions  already  in  place, 
contact  us  at  http://www.sun.com  or  1-800-786-0785,  Ext.  370. 


THE  NETWORK  IS  THE  COMPUTER 

©1996  Sun  Microsystems.  Inc  All  rights  reserved  Sun,  Sun  Microsystems,  the  Sun  Logo,  Java,  SunScreen,  Solstice,  Netra  and 
The  Network  Is  The  Computer  are  trademarks  or  registered  trademarks  of  Sun  Microsystems.  Inc  in  the  United  States  and 
other  countries  FireWall-1  is  a  trademark  of  Checkpoint  Software  Technologies,  Ltd.  used  under  l.cense  by  SunSoft,  Inc 


Economic  Trends 


BY  GENE  KORETZ 

EYES  ON  THE 
EQUITY  PRIZE 

Households  aren't  net  buyers — yet 

As  many  observers  see  it,  if  there  is 
one  factor  behind  the  U.  S.  stock 
market's  incredible  performance  last 
year  and  its  continued  rise  in  early  1996, 
it  is  the  unprecedented  surge  in  house- 
hold purchases  of  equity  mutual  funds. 
Indeed,  the  Investment  Company  In- 
stitute reports  that  equity  funds  expe- 
rienced a  veritable  tidal  wave  of  de- 
mand in  January  and  Febmaiy,  racking 
up  net  sales  of  around  $50  billion. 

Focusing  on  purchases  of  mutual-fund 
shares,  however,  could  dramatically 
overstate  American  households'  demand 
for  corporate  equities — at  least  up  to 
now.  The  Federal  Reserve  Board's  flow- 
of-funds  data  indicate  that  households 
last  year  were  huge  net  sellers  of  equi- 

ADDING  UP  HOUSEHOLD 
PURCHASES  OF  EQUITIES 


'91      '92      '93      '94      '95      '96  EST. 
▲  BILLIONS  OF  DOLLARS,  4-QUARTER  MOVING  AVERAGE 
'DASHED  LINE  BASED  ON  INVESTMENT  COMPANY  INSTITUTE  DATA 

DATA:  FEDERAL  RESERVE  BOARD,  INVESTMENT  COMPANY  INSTITUTE 

ties  they  held  directly — disgorging  some 
$168  billion  worth  of  stocks,  more  than 
enough  to  offset  an  estimated  $128  bil- 
lion worth  of  purchases  of  equity  funds. 

This  is  nothing  new.  Aside  from  1992 
and  199:!,  Fed  data  show  households 
have  lieen  heavy  net  sellers  of  equities 
since  I  lie  early  1980s.  Yet  stock  prices 
have  moved  dramatically  higher  through 
most  of  ilii-  period,  spurred  by  falling 
interest  rates,  steady  economic  growth, 
and  a  net  decline  in  equities  in  the  wake 
of  stock  buyback  and  continued  merger 
and  acquisition  >  tivity. 

Indeed,  econon  st  Edward  E.  Yardeni 
of  Deutsche  Mor  m  Grenfell/C.  J.  Law- 
rence Inc.  points  out  thai  the  big  factor 
stimulating  household  diivd  sales  of  eq- 
uities over  the  past  decade  has  been 
the  retirement  of  stocks  via  mergers 
and  buybacks.  Net  purchases  of  equities 
(including  fund  shares)  by  households 
have  actually  moved  almost  in  tandem 


with  net  stock  issuance.  "Rather  than 
being  active  sellers,"  says  Yardeni, 
"household  investors  have  tended  to 
passively  pocket  the  capital  gains  pro- 
vided by  mergers  and  stock  buybacks." 

The  good  news  is  that  households 
may  now  be  putting  more  cash  into 
stocks  and  becoming  net  buyers.  Yardeni 
notes  that  the  surge  in  equity  fund  sales 
has  been  matched  by  a  record  flow  into 
savings  accounts  and  money-market  ve- 
hicles. And  the  personal  savings  rate  is 
rising— from  3.8%  in  1994  to  4.8%  late 
last  year  and  5.3%  in  January. 

"The  stock  market,"  says  Yardeni, 
"may  finally  be  starting  to  feel  the  ef- 
fects of  the  baby  boomers  entering  their 
top  earning  and  savings  years." 


WINTER  KILLS 
U.S.  EXPORTS 

Shipments  to  Europe  are  way  off 

Economic  observers  have  been  count- 
ing on  expanding  exports  to  keep 
the  sluggish  U.  S.  economy  moving  ahead 
in  1996.  After  all,  exports  were  one  of 
the  star  performers  in  the  U.  S.  economy 
last  year,  accounting  for  some  44%  of 
1995's  growth  and  rising  at  a  nifty  10.9% 
annual  rate  in  the  fourth  quarter. 

Now,  however,  a  warning  flag  has  sud- 
denly appeared — in  the  form  of  the  ex- 
port order  index  of  the  National  Associ- 
ation of  Purchasing  Management.  The 
index,  which  represents  the  difference 
between  the  percentages  of  exporters 
reporting  higher  and  lower  orders,  reg- 
istered zero  in  both  January  and  Febru- 
ary — the  worst  two-month  showing  since 
it  w  as  initiated  in  1966. 

The  big  factor  in  the  sudden  flattening 
of  export  orders,  says  Maury  N.  Harris 
of  PaineWebber  Inc.,  appears  to  be  a 
drop  in  demand  from  Europe,  where 
slow  growth  has 

U.S.  EXPORT  ORDERS 
HIT  A  FLAT  SPOT 

15  ' 


been  exacerbated 
by  unusually  harsh 
winter  weather. 

What  has  not 
changed,  though, 
is  the  competitive- 
ness of  U.  S.  ex- 
ports, which  are 
still  positioned  to 
benefit  from  any 
pickup  in  foreign 
economic  activity. 
Economist  Michael 
Moran  of  Daiwa 
Securities  Ameri- 
ca Inc.  notes  that 
even  with  a  rela- 
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RISING  ORDERS  MINUS  PERCENT 

WITH  FALLING  ORDERS 
DATA:  NATIONAL  ASSOCIATION  OF 

PURCHASING  MANAGEMENT 


tively  weak  dollar,  U.  S.  goods  produce] 
have  been  steadily  lowering  their  e: 
port  prices  since  mid-1995. 


JUST  HOW  HIGH 
IS  TOO  HIGH? 

Total  stock  values  approach  GDP 

Whatever  the  source  of  the  stoc 
market's  strength,  one  measui 
that  suggests  prices  are  top-heavy 
the  ratio  of  stock  market  capitalizatic 
to  gross  domestic  product.  Economis 
David  Hale  of  Kemper  Financial  Se: 
vices  Inc.  estimates  that  the  ratio  wi 
87.5%  in  January,  compared  with  tl 
previous  postwar  peak  of  79%  in  196£ 
Before  pressing  the  panic  buttoi 
however,  Hale  urges  investors  to  coi 
sider  that  the  U.  S.  corporate  sectc 
now  has  about  a  fifth  of  its  output  li 
cated  in  other  countries.  So  if  America 
gdp  is  adjusted  to  include  the  $1.6  tri 
lion  in  U.  S.  corporate  sales  abroad,  tl 
capitalization/GDP  ratio  drops  to  aboi 
74%.  "That's  still  high,"  says  Hale,  "bi 
far  less  worrisome  than  87.5%." 


WAGES  THAT  GO 
UP  IN  SMOKE 

Teens  who  light  up  take  home  less 

r  I  "Mie  recent  rise  in  teenage  smokiri 
M.  (BW — Feb.  26)  demonstrates  ho- 
hard  it  is  to  get  youngsters  to  take  fi 
ture  threats  to  their  health  serious! 
According  to  a  new  National  Bureau  < 
Economic  Research  study  by  Philip  I 
Levine,  Tara  A.  Gustafson,  and  Ann  I 
Velenchik,  however,  young  smokers  fac 
a  more  immediate  penalty  than  medic; 
problems  in  their  mature  years. 

Based  on  a  1992  survey  of  men  an 
women  27  to  34,  the  researchers  foun 
that  smokers  working  full-time  eame 
4%  to  8%  less  on  average  than  compar: 
ble  nonsmokers,  even  after  controllin 
for  such  factors  as  education  and  famil 
background.  While  smoking  had  no  af 
parent  negative  effect  on  employmen 
the  study  indicates  that  smokers  fac 
wage  discrimination  once  they're  hired- 
perhaps  because  employers  find  them  les 
productive  or  more  prone  to  health  prot 
lems,  or  simply  because  employer  att 
tudes  mirror  public  aversion  to  smoking 
Whatever  the  reasons,  the  study! 
findings  cany  a  clear  message  for  youn 
workers:  Taking  up  smoking  just  ish 
a  smart  career  move. 
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Business  Outlook 


f  JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


rHE  BIG  BOND  SCARE: 
T  S  NOT  IN  THE  NUMBERS 


'US.  ECONOMY 


Wall  Street  can  be  a  danger- 
ous place  when  the  markets 
it  blindsided  by  unexpected  economic  data.  That's 
hat  happened  on  Mar.  8,  when  word  came  that  Feb- 
^ry  payrolls  had  skyrocketed  by  705,000  employees, 
ace  as  many  as  expected,  and  that  the  jobless  rate 
id  fallen  from  5.8%  to  5.5%.  Panic-stricken  traders 
uld  utter  only  a  single  word:  sell.  Everyone  else 
aited  on  edge  for  sanity  to  take  hold. 

Blame  the  bond  market. 
The  30-year  Treasury  bond 
took  one  of  its  worst  one-day 
pummelings  since  it  first  be- 
gan to  be  traded  in  1977, 
sending  the  yield  to  6.72% 
(chart).  Stocks  came  tumbling 
after.  Bond  traders  concluded 
that  tight  labor  markets  and  a 
robust  economy  would  fuel 
wage  and  price  pressures, 
causing  the  Federal  Reserve 
It's  a  logical  scenario,  given  the 


THE  BACKUP  IN 
LONG-TERM  RATES 


_  in  in  in  mn  hi  ilium 

JAN.  6,  '95  MAR,  15,  '96 

k  PERCENT,  WEEKLY  AVERAGES  DATA 
THROUGH  MAR.  12 
DATA:  REUTERS  VIA  DRI/McGRAW-HILL 


hike  interest  rates, 
ita.  It's  also  probably  wrong. 

To  be  sure,  the  Fed  is  now  highly  unlikely  to  make  a 
ove  at  its  Mar.  26  meeting.  It  had  been  expected  to 
lave  another  quarter  point  off  rates,  but  the  job  num- 
;rs  take  away  any  justification  for  an  immediate  cut. 
Still,  that's  not  to  say  further  easing  this  year  is  out 
the  question.  It  isn't,  especially  since  higher  long-term 
terest  rates  dampen  the  outlook  for  housing  and  oth- 
■  interest-sensitive  sectors,  and  since  the  outlook  for  in- 
ition  is  as  tame  as  ever.  The  Fed's  Beige  Book  report, 
■epared  for  its  upcoming  meeting,  described  economic 
•nditions  through  early  March  as  "moderate  to  sol- 
,"  with  "subdued"  wage  and  price  pressures. 

S  FOR  THE  ECONOMY,  the  markets  have  grossly 
isinterpreted  what  the  February  employment  report 
iys  about  the  first  quarter,  and  it  says  nothing  about 
rsiness  conditions  beyond  that  period.  Payrolls  re- 
funded because  in  January  the  blizzard  in  the  East, 
le  government  shutdown,  and  two  strikes  had  cut 
nployment  by  188,000. 

The  surprising  strength  of  the  rebound  arose  partly 
jcause  five  weeks — not  the  usual  four — had  elapsed 
5tween  the  government's  January  and  February  sur- 
iys.  That  always  inflates  the  results.  Also,  January  and 
ebruary  are  unusually  difficult  months  to  adjust  for 
;asonal  trends.  Unadjusted  payrolls  in  those  two 
onths  are  always  the  weakest  of  the  year,  so  the 


government's  seasonal  adjustment  lifts  them  up.  That 
process  can  especially  exaggerate  gains  when  there  is  a 
five-week  gap  between  surveys. 

The  perfect  example  is  the  highly  seasonal  retail 
sector.  The  data  show  that  retailers  added  166,000 
workers  in  February.  That  seems  hardly  believable, 
when  industry  employment  during  all  of  1995  rose  only 
222,000,  and  when  many  retailers  are  downsizing  amid 
a  glut  of  stores  and  picky  consumers. 

The  February  payroll  surge  lifts  the  three-month  av- 
erage of  job  growth  to  220,000  per  month,  from  140,000 
at  the  end  of  last  year.  However,  such  a  sudden  shift 
goes  against  the  recent  upward  trend  in  initial  unem- 
ployment claims.  Claims  during  the  first  quarter  are  run- 
ning higher  than  they  did  during  the  fourth  quarter. 

EVEN  WITH  THE  STRONG  February  job  showing, 
though,  first-quarter  economic  growth  still  looks  soft. 
Overall  hours  worked — employment  times  the  work- 
week— surged  by  3.2%>  in  February,  after  falling  2%  in 
January.  But  even  assuming  a  modest  gain  in  March, 
the  first-quarter  average  of  hours  worked  is  no  higher 
than  it  was  in  the  fourth  quarter. 

Since  hours  worked  are  a  key  indicator  of  the 
growth  in  real  gross  domestic  product,  the  economy  in 
the  first  quarter  appears  to  be  growing  in  the  neigh- 
borhood of  1%.  In  fact,  the  net  job  gain  of  517,000  in 
January  and  February  about  matches  the  499,000  post- 
ed in  January  and  February  of  last  year,  but  that 
didn't  prevent  GDP  in  the  first  quarter  of  1995  from 
growing  at  a  tepid  annual  rate  of  only  0.6%. 

That  won't  keep  the  bond 
market  from  worrying,  though.      HOME  BUYING  STANDS 
Last  month's  jobs  report  sug-       UP  TO  THE  BLIZZARD 
gests  that  much  of  the  Feb- 
ruary economic  data  will  look  750 
exceptionally  strong,  since  var- 
ious government  agencies  use 

pieces  of  the  employment  re-  650  

port  to  flesh  out  their  own  ^  

data.  February  industrial  pro-     °  ™    SEPT    N0V  in- 
duction, capacity  utilization,     athousands,  annual  rate 

,     .  ,        ,,  DATA:  COMMERCE  DEPT.,  VIA  DRI/McGRAW-HILL 

personal  income,  and  other 

numbers  are  bound  to  look  pretty  muscular.  But  again, 
their"  first-quarter  averages  vs.  the  fourth  quarter's  will 
not  look  so  hot. 

Amid  all  the  distortions,  one  sector  of  the  economy 
does  show  some  genuine — and  surprising — strength. 
That's  construction,  especially  single-family  homes 
(chart).  If  any  sector  should  have  fallen  victim  to  the 
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January  weather,  it  was  construction.  However,  housing 
starts,  home  sales,  and  overall  construction  spending  all 
rose  in  January.  Construction  employment,  which  in- 
creased by  17,000  in  January,  surged  by  121,000  in 
February. 

In  particular,  sales  of  new  single-family  homes  rose 
4.2%  in  January,  to  an  annual  rate  of  693,000.  Even 
though  the  blizzard  pushed  sales  in  the  East  down 
40%,  strong  buying  elsewhere,  especially  in  the  West 
and  Midwest,  fueled  the  increase.  The  advance  was 
the  biggest  in  six  months,  and  it  was  undoubtedly 
boosted  by  the  low  mortgage  rates  of  December  and 
January. 

BUT  THERE'S  THE  RUB:  Interest  rates  have  jumped. 
Already,  mortgage  applications  for  both  purchases  and 
refinancings  have  fallen.  Looking  forward,  higher  rates 
will  dampen  housing  this  spring  and  summer  as  well  as 
demand  for  housing-related  and  other  interest-sensitive 
big-ticket  items.  That  could  hamper  any  prospective  re- 
bound in  manufacturing,  where  low  rates  had  been  ex- 
pected to  lift  orders,  clear  out  inventories,  and  boost 
production. 

Despite  the  supposed  ebullience  of  the  552,000  in- 
crease in  the  service  sectors  of  February's  employ- 
ment report,  manufacturing  payrolls  managed  a  gain  of 
only  26,000  jobs,  after  a  loss  of  75,000  in  January.  As- 
suming a  modest  March  gain,  hours  worked  in  manu- 


WAGE  GROWTH  SHOWS  N( 
SIGN  OF  ACCELERATING 


facturing  are  on  track  to  fall  at  an  annual  rate  of  4<5 
from  their  fourth-quarter  level. 

Although  February  industrial  production  will  re 
bound,  the  United  Auto  Workers  strike  against  Generc 
Motors  Corp.  will  depress  both  factoiy  payrolls  and  out 
put  in  March.  The  strike  has  shut  down  nearly  all  Gi 
plants  and  idled  some  83,000  workers,  during  the  wee 
that  the  Labor  Dept.  takes  its  payroll  survey. 

Of  course,  the  bond  mar- 
ket's biggest  worry  is  infla- 
tion, which  can  eat  away  long- 
term  yields.  But  the  tamest 
part  of  the  February  employ- 
ment report  was  wage 
growth.  Average  hourly  earn- 
ings dipped  0.1%  in  the  month, 
to  $11.65,  and  the  trend  of  an- 
nual wage  growth  is  flat,  if 
not  down  a  bit,  from  the  pace 
of  mid-1995  (chart). 

Right  now,  the  bond  market  is  shell-shocked  after  th 
explosion  from  the  job  data.  It  will  need  to  be  coaxe 
out  of  its  hole  in  coming  months  with  evidence  that  th 
economy  is  in  no  danger  of  overheating  and  that  th 
Fed  will  not  start  jacking  up  short-term  rates.  A] 
though  the  employment  report  was  a  stunner,  the  bon 
market  simply  did  one  of  the  things  it  does  best:  I 
overreacted. 
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BRITAIN 


EASIER  MONEY,  LOWER  TAXES:  HAPPIER  RRIT0NS? 


Faced  with  tepid  economic- 
growth  and  low  inflation, 
British  monetaiy  authorities 
trimmed  the  base  lending  rate  by 
one  quarter-point,  to  6%,  on  Mar. 
8,  the  third  cut  since  December. 

The  rate  cuts,  initi- 
ated by  Chancellor  of 
the  Exchequer  Ken- 
neth Clarke,  will  pro- 
vide help  to  the  hous- 
ing and  consumer 
sectors.  Housing  starts 
fell  15%  in  January,  in 
part  because  of  cold 
weather  but  also  be- 
cause of  excessive  in- 
ventories. First-quar- 
ter data  on  consumers  look  a  bit 
better.  Consumer  confidence  re- 
mains high,  and  car  sales  in  Feb- 
ruary rose  7.5%  from  January. 
But  unemployment  jumped  an  un 
expected  6,800  in  February.  Still, 
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household  finances  will  get  a  boost 
over  the  next  18  months,  as  build- 
ing societies  convert  to  private 
companies  or  merge  with  banks, 
handing  out  windfalls  to  borrow- 
ers and  savers  running  as  high  as 
$10,000. 

Britain's  industrial 
sector,  however,  is 
struggling,  as  export 
growth  is  lackluster. 
Industrial  production 
was  up  1.3%.  in  the 
year  ended  in  January 
(chart),  while  manu- 
facturing output  rose 
1.3%.  The  Confedera- 
tion of  British  Indus- 
try's survey  found  a  further  slide 
in  orders  in  February,  and  compa- 
nies plan  small  increases  in  future 
output. 

Although  analysts  speculate 
that  Bank  of  England  Governor 


Eddie  George  opposed  the  latest 
rate  cut,  he  certainly  could  not  ar- 
gue with  Clarke  that  inflation  is  a 
problem.  Retail  prices  fell  0.3%  in 
January,  to  stand  2.9%  above  a 
year  ago.  That's  a  full  percentage 
point  below  the  annual  inflation 
rate  in  September.  The  underlying 
rate,  which  excludes  mortgage  in- 
terest payments,  was  2.8%,  sug- 
gesting that  it  will  hit  the  govern- 
ment's target  of  2.5%  by  the 
spring  of  1997. 

The  rate  cut  follows  the  an- 
nouncement of  some  3  billion 
pounds  ($4.5  billion)  in  tax  cuts. 
Both  policy  moves  are  politically 
motivated,  since  the  Conservative 
government  must  face  elections 
by  May,  1997.  Cheaper  borrowing- 
costs  and  lower  taxes  will  surely 
help  British  consumers  and  indus- 
try. Whether  they  will  lift  the  To- 
ries' fortunes  is  unclear. 
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Chances  are 

we've  helped  your  business. 

(Even  if  you've  never  owned  a  Macintosh.) 


ack  in  1984,  a  young  company  named  Apple  Computer  did  a  rather 
imarkable  thing.  It  introduced  a  new  way  of  computing.  A  new  way  of 
stting  things  done. 

A  new  way  named  Macintosh? 

Sure,  personal  computers  had  been  around  for  awhile.  But  never 
efore  had  one  computer  so  completely,  so  instantly,  changed  the  land- 
:ape  of  the  possible. 

Making  the  extraordinary  ordinary. 

i  the  12  years  since,  Apple  innovations  have  continued  to  redefine  what 
eople  can  do  with  a  personal  computer  They've  also  found  their  way 
lto  some  of  our  competitors'  PCs  and  operating  systems.  For  example, 
le  plug-and-play  technology  we  brought  to  market  in  1987  is  just  now 
ecoming  a  reality  for  other  PC  makers.  Macintosh  was  one  of  the  first 
ffordabie  desktop  computers  to  employ  powerful  RISC- 
ased  microprocessors.  (We're  now  working  on 
le  fourth-generation  PowerPC "  RISC  chip.), 
nd  we're  still  the  only  company  in  the 
orld  making  a  computer  that  runs 
oth  the  Mac'"  OS  and  Windows: 

As  a  result  of  these  Apple  innova- 
ons,  ordinary  people  can  sit  down  at  all 
inds  of  PCs  and  actually  get  some  work 
Dne.  Of  course,  if  they  sit  down  at  a 
iacintosh,  they  can  build  3-D  graphics.  Use  virtual  reality  in  very  real 
ays.Videoconference  across  continents.  Collaborate  with  colleagues  on 
le  far  side  of  the  coiporate  campus.  Build  interactive  sites  on  the  World 
'ideWeb.  And  more.  That's  the  Mac  advantage. 

People  do  know  the  difference. 

)day,  56  million  people  do  their  work  the  Macintosh  way.  Some  in 
:hool.  Some  at  home.  And,  when  you  look  at  the  numbers  from  recent 
udies,  quite  a  few  in  business.  We  command  a  47%  share  of  the  U.S. 
pmercial  publishing  market.  And 76.2%  of  the  color  pre-press  market, 
nd  though  our  dominance  in  graphics-related  businesses  may  not 


More  than  a  feu-  of  the  things  that  seem 
standard  cm  a  personal  computer  today 
were  pioneered  by  \pple 


shock  you,  consider  this:  we  have  a  50%  share  of  the  chemical,  pharma- 
ceutical, biotechnology,  scientific  and  engineering  computing  markets. 

And  then,  there's  the  fact  that  Macintosh  brand  loyalty  is  the  highest 
of  any  PC  in  the  world:  90%  of  Macintosh  customers  buy  a  Mac  the  next 
time  around.  Which  leads  people  like  Andrew  Laham,  MIS  Director  at 
the  law  firm  Fleming,  Hovenkamp  &  Grayson,  to  say  "There  would  be  a 
major  crisis  if  we  had  to  do  without  Macs.  In  fact,  there  would  be  an 
open  revolt"  Indeed,  if  the  mail  we've  received  lately  is  any  indication, 
more  than  a  few  CFOs  out  there  would  revolt,  too,  if  their  companies 
didn't  use  Macintosh  computers. 

"NASA  saved  $800,000  a  year  on  maintenance  alone 
when  we  replaced  their  legacy  system  with  a  Macintosh 
system"  says  Steve  Monteith,  a  member  of  the  Research  Triangle 
Institute  TechTracS  Team. 

And  if  you  replace  a  Windows  system  with  a  Mac?  According 
to  a  recent  study  by  the  Gartner  Group,  you'll  save  25%  on  support 
costs.  And  there's  more.  PC  World  magazine — that's  right,  we  said 
PC  World—  ranked  Apple  as  one  of  the  best  for  reliability  and  service 
among  all  makers  of  personal  computers. 


See  the  future.  Turn  on  a  Mac. 


As  they  say,  you  can't  simply  rest  on  your  laurels.  So  what's  next?  Let's  start 
with  Copland,  our  upcoming  operating  system.1'*  Copland  won't  just 
change  the  look  of  the  Macintosh  desktop;  it  will  incorporate  an  entirely 
new  technology  called  OpenDoc  that  will  change  the  way  you  think 
about  computers.  (Sound  like  hype? Check  out  InfoWorld—lhey  named 
OpenDoc  the  winner  of  the  1995  Landmark  Technology  Award.) 

And  then  there  are  the  53  new  software  patents  we  were  awarded  in 
1995,  patents  on  everything  from  wireless  communication,  power  man- 
agement and  manufacturing  systems  to  data  encoding,  data  compression 
and  encryption.  That's  more  than  enough  innovation  to  bring  another 
generation,  or  three,  of  intelligent  business  tools  to  market. 

The  kinds  of  tools  that  keep  your  productivity  up.  Your  costs  down.The 
kinds  of  tools  that  keep  your  people  motivated  to  push  the  limits.  To  chal- 
lenge the  unknown. To  discover  the  unexpected.  And  bring  it  to  market.You 
know,  the  same  things  we  keep  doing  with  Macintosh.  Year  after  year. 


Apple 

http://always.apple.com 
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News:  Analysis  &  Commentary 


LABOR 


BRACING  FOR 
THE  BIG  ONE 


A  local  GM  strike 
may  kick  off  a  long 
brawl  over  jobs  in 
the  auto  industry 

For  General  Motors,  it  was  like  the 
throb  of  a  migraine  headache 
building  to  a  sickening  crescendo. 
First,  angered  by  the  company's 
aggressive  fanning  out  of  work,  3,000 
workers  struck  two  brake-parts  plants 
in  Dayton,  Ohio.  Then,  as  brake  inven- 
tories ran  out,  gm  had  to  shut  down  its 
car  and  truck  plants,  one  by  one:  Ponti- 
ac,  Mich.;  Lorain,  Ohio;  Flint,  Mich.;  Ste. 
Therese,  Quebec;  Linden,  N.J.  Twenty- 
two  of  gm's  29  North  American  assem- 
bly plants  had  gone  idle  by  Mar.  13. 
Management  and  the  United  Auto 
Workers  grudgingly  agreed  to  resume 
bargaining  and  seemed  likely  to  settle 
their  differences.  But  the  painful  toll 
remained:  $50  million  a  day  in  forgone 
pretax  earnings,  analysts  figure. 

Welcome  to  one  tough  labor  bargain- 
ing season.  For  GM — and  probably  for 
crosstown  rivals  Ford  Motor  and 
Chrysler — this  is  a  pounding  headache 
that's  likely  to  last  all  year.  The  Dayton 
strike  is  the  latest  in  an  escalating  series 
of  local  walkouts  against  General  Motors 
Corp.  and  Chrysler  Corp.  that  foreshad- 
ow talks  to  start  this  summer  over  new 
three-year  contracts  with  the  Big  Three. 
And  when  union  leaders  convene  on  Apr. 
1  in  Detroit  to  plan  their  bargaining 
strategy,  the  flashpoint  issue  will  be  the 
same  as  it  is  in  Dayton:  shipping  out 
parts-making  work  to  outside  suppliers. 

The  wrangling  over  outsourcing  will 
only  get  fiercer  as  the  union  grapples 
with  which  of  the  Big  Three  to  target 
for  a  potential  strike  and  how  to  protect 
its  pension  rights  and  $45-per-hour  pay 
and  benefits  package.  And  despite  its 


recent  humbling  defeat  in  the  18-month- 
long  strike  against  Caterpillar  Inc.,  the 
uaw  still  considers  a  walkout  its  ulti- 
mate weapon  in  a  war  of  nerves  with 
the  auto  makers.  "We're  not  strike-hap- 
py, but  that's  the  only  way  to  get  the 
attention  of  top  management,"  says  uaw 
President  Stephen  K.  Yokich,  who  took 
over  the  union's  top  post  last  June. 

The  larger  issue  raised  in  Dayton  is 
whether  Yokich  is  shifting  the  union's 
emphasis  from  wage  hikes  to  job  secu- 
rity. Historically,  the  uaw  has  accepted 
weaker  layoff  guarantees  than  it  wanted 
in  exchange  for  income  protection  for 
laid-off  workers  and  above-inflation  pay 
gains.  Union  members  still  want  healthy 
raises  when  their  labor  contracts  ex- 
pire on  Sept.  14.  But  Yokich  also  seems 
more  determined  to  slow  job  loss  from 
outsourcing.  The  issue  may  even  spark 
Detroit's  first  national  strike  since  1985, 
says  Harley  Shaiken,  a  labor  studies 
professor  at  the  University  of  California 
at  Berkeley.  "We're  fighting  for  our  fu- 
ture," says  Phil  Day,  a  worker  who 
struck  gm's  Ohio  brake  plants.  "Above 
all,  we  need  to  protect  our  jobs." 

Indeed,  Yokich  put  job  retention  "on 
the  front  burner"  even  before  the  Day- 
ton walkout.  Last  year,  for  instance, 
Chrysler  wanted  to  sell  off  its  antiquat- 
ed glass  plant  in  Detroit,  only  to  be 

GM'S  BATTENBERG 

I  Some  14  of  GM's 


DAYTON  STANDOFF:  Will  the  UAW 
make  GM  its  prime  strike  target? 
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194  parts  plants 
lose  money,  claims 
Battenberg.  The 
UAW  says  that 
*  the  company 
earned  $6.9  billion 
last  year  and  is 
trying  to  ax  jobs 
J  at  little  plants 


met  with  a  potentially  crippling  three 
day  strike.  To  achieve  peace,  Chrysle 
had  to  relent  on  its  sale  plans  and  agre 
to  invest  $70  million  in  new  equipmer 
at  the  factory.  "Clearly,  the  uaw  wi 
be  very  vigorous  in  trying  to  save  jobs, 
says  one  Big  Three  executive.  "We  e> 
pect  to  get  beat  up  on  outsourcing." 
"TO  THE  BARRICADES."  GM  is  by  far  th 
most  vulnerable.  While  Chrysler  pre 
duces  only  30%  of  its  own  parts  an 
Ford  Motor  Co.  about  50%,  gm  make 
close  to  70%  of  its  components  at 
sprawling  network  of  194  plants.  Worker 
in  gm's  Delphi  brake-parts  unit  earn  th 
same  pay  as  assembly  worl 
ers,  while  most  outside  sup 
pliers  pay  much  less.  Big  ir, 
vestors    have  relentlessl 
pressured  gm  to  hand  off  mor 
business  to  outside  suppliers 
"The   competitive  situatio: 
does  not  permit  gm  to  hav 
unproductive  parts  plants, 
says  John  Casesa,  auto  ana 
lyst  at  Schroder  Wertheim  i 
Co.  in  New  York. 

That's  why  gm  put  its  foo 
down  in  Dayton.  The  strife 
was  triggered  in  part  by  th 
gm's  decision  to  subcontrac 
out  some  parts  work  and  to 
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SHOWDOWN  IN  DETROIT 

Key  issues  the  United  Auto  Workers  will  consider  in  labor 
negotiations  with  the  Big  Three  this  fall 


OUTSOURCING 


General  Motors,  which 
says  14  of  its  194  parts 
plants  are  losing  money, 
wants  to  cut  costs  by 
subcontracting  more  work 
to  outside  suppliers.  The 
UAW's  response:  Resis- 
tance, most  recently 
through  a  strike  at  a  GM 
brake-parts  plant  in 
Dayton,  Ohio. 


PENSIONS 


The  Big  Three  expect 
240,000  workers  to 
retire  or  leave  by  2003, 
creating  huge  new  pen- 
sion costs.  But  the  UAW 
is  expected  to  reject  any 
efforts  to  curb  such 
spending. 


WAGES 


Given  the  auto  makers' 
record  profits,  union 
members  expect  fat  hikes 
in  their  $19-per-hour 
pay.  But  Detroit  faces  a 
renewed  threat  from 
Japanese  and  European 
rivals,  and  it  wants  to 
limit  increases  to  retain 
pricing  flexibility. 


PRIME  TARGET 


The  big  issue:  Whether  to 
target  cash-rich  Chrysler 
or  still  struggling  GM  as 
labor's  main  target. 
Chrysler  can  afford  a  more 
generous  contract,  but 
GM  might  face  a  strike  if 
the  pact  is  too  costly. 


y  antilock  brake  systems  for  two  1998 

xlels  from  Germany's  Robert  Bosch. 

le  union  claims  that  would  cost  125  ra- 
re jobs — and  renege  on  a  deal  GM  made 

'o  years  ago  after  a  similar  strike. 

"hey  agreed  to  bring  work  in,  and  they 

oke  their  promises,"  says  Joe  Buckley, 
official  of  uaw  Local  696  in  Dayton. 

But  gm  argues  the  Dayton  workers 

led  to  meet  productivity  goals  needed 
win  brake  work  on  new  models.  To 

t  the  point  across,  the  company  broke 

f  talks  three  days  into  the  strike.  With 

i  oversupply  of  cars  on  dealer  lots, 

iing  plants  wouldn't  hurt  much.  So  GM 

ade  no  move  to  return  to  the  table  im- 
plants building  high-profit  trucks  were 

irt.  Says  a  gm  spokesman:  "The  union 

lieves  that  competition  does 

it  matter  and  they  have  a 

jht  to  the  business."        Hard  on  the  heels 

The  Dayton  strike  demon-     f  nnjftn>o 
rates  that  a  strategic  walk-  U1  11  ie  umun  b 
it  at  a  parts  plant  can  quick-  humbling  defeat 
shut  the  giant  down.  One     <  Pj,tPrnillor 
ason:  gm,  like  other  manu-  iivjaicijjmai, 
sturers,  has  increased  its  use  Yokich  Says:  "We're 
just-in-time  inventory  meth-       f  tfrikp-hflnnv 
Is,  which  require  plants  to  huisiukc  nappy, 
;ep  only  a  small  stock  of  but  that's  the 
irts  on  hand.  Says  a  source  nY1iX7„ro,r  fn  rtQ+ 
)se  to  the  uaw:  '"The  union  0my  WaJ  10  &ei 
is  more  power  today  than  the  attention  of 
rer  because  the  companies 
■e  more  vulnerable  to  a 


strategic  strike  than  they've  ever  been." 

The  head-butting  won't  stop  anytime 
soon.  Parts  chief  J.T.  Battenberg  III 
claims  that  14  of  gm's  194  components 
plants  lose  money.  "We're  working  with 
the  unions  to  make  fixing  our  troubled 
operations  a  high  priority,"  he  says.  But 
that  does  not  wash  with  the  uaw.  "The 
company  made  $6.9  billion  last  year,  and 
here  they're  talking  about  hundreds  of 
jobs  they  don't  need  at  these  little 
plants,"  says  Sean  McAlinden,  a  Univer- 
sity of  Michigan  labor  expert.  "The  union 
will  go  to  the  barricades  on  that."  And  in 
this  election  year,  job  preservation  is  an 
especially  potent  issue. 

The  big  question  in  Detroit:  Which 
company  will  the  uaw  pick  as  the  strike 

THE  UAW'S  YOKICH 


top  management" 


target?  In  pattern  bargaining,  the  uaw 
usually  chooses  one  company  to  negotiate 
with  first,  and  then  tries  to  impose  that 
deal  on  the  other  two.  In  1993,  for  ex- 
ample, it  picked  Ford,  then  the  indus- 
try's healthiest  player,  and  followed  with 
Chrysler.  That  left  gm  for  last,  in  tense 
talks  that  went  right  down  to  the  wire. 
CASH  HOARD.  This  year  may  be 
Chrysler's  turn  to  go  first,  say  union  of- 
ficials. The  No.  3  auto  maker  hasn't  been 
chosen  as  the  union's  target  since  1973, 
and  its  $7.5  billion  cash  hoard  is  as  en- 
ticing to  union  members  as  it  was  to 
investor  Kirk  Kerkorian.  With  the  lowest 
level  of  outsourcing  among  the  Big 
Three,  Chrysler's  parts  operations  also 
represent  an  inviting  opportunity  for 
the  union  to  try  to  gain  jobs.  "We  won't 
be  looking  to  freeze  outsourcing  at 
Chrysler,"  says  one  uaw  official.  "We 
want  them  to  bring  more  work  back  in." 

Trouble  is,  a  contract  with  outsourc- 
ing limits  that  Chrysler  can  live  with 
might  be  tough  for  gm  to  swallow.  In 
that  case,  gm  might  resist — and  face  a 
strike  that  would  be  costly  for  company 
and  union  alike.  If  Yokich  wins  an  early 
victory  with  the  strike  that  began  in 
Dayton  on  Mar.  5,  he  may  enter  the 
April  bargaining  convention  on  a  wave 
of  rank-and-file  support.  And  each  round 
of  applause  will  worsen  the  sick  pound- 
ing gm  already  feels  in  its  temples. 

By  Bill  Vlasic  in  Detroit 
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TOBACCO 


SOLIDARITY  UP  IN 
SMOKE:  LeBOW 


A  BREACH  IN  THE  WALLS 
OF  FORTRESS  TOBACCO 

Will  settling  Liggett's  lawsuits  clear  a  path  for  RJR's  breakup? 

Hardy  &  Bacon  in  Kansas 
City,  Mo. 

Few  within  the  industry,  it 
turns    out,    knew  about 
Le Bow's  settlement  plans — 
including  Liggett's  own  litiga- 
tors. But  if  his  negotiations 
were  secret,  his  motives  are 
obvious.  First,  he  wanted  to 
cap  Liggett's  exposure  to  a 
courtroom    loss — one  that 
could  bankrupt  his  company. 
More  important,  the  deal 
clears  the  decks  for  LeBow's 
long-term  effort  to  force  RJR  Nabisco 
Holdings  Corp.  to  spin  off  its  profitable 
food  unit  from  the  tobacco  company.  On 
Apr.  17,  rjr  shareholders  will  vote  on 
the  plan,  proposed  by  LeBow  and  in- 
vestor Carl  C.  Icahn. 

The  agreement  could  help  LeBow  in 
his  proxy  battle  by  addressing  rjr  man- 
agement's argument  that  anti-tobacco 
forces  would  legally  block  any  attempt  at 
a  Nabisco  spin-off.  "This  knocks  [rjr- 
Nabisco's]  defense  right  out  from  under 
them,"  says  Michael  L.  Hirschfeld, 
LeBow's  New  York-based  counsel  and 
a  partner  with  Milbank,  Tweed,  Hadley 
&  McCloy.  Moreover,  LeBow's  camp  be- 
lieves the  settlement  even  makes 
Liggett  an  attractive  takeover  target 
by  allowing  an  acquirer  the  same  gen- 
erous terms  granted  Liggett.  "The  deal 
is  structured  in  a  fash- 
ion to  bring  rjr  into 
a  settlement.  It's 
being  done 


In  times  of  crisis,  the  weak- 
est link  always  is  the  most 
dangerous.  In  the  $45  bil- 
lion tobacco  industry,  the 
weak  link  is  Liggett  Group,  a 
gnat  of  a  cigarette  company 
run  by  renegade  Florida  in- 
vestor Bennett  S.  LeBow.  On 
Mar.  13,  Liggett  broke  ranks 
in  outrageous  fashion,  an- 
nouncing that  it  has  settled 
an  enormous  class  action  and 
that  it  is  close  to  an  agree- 
ment on  anti-tobacco  lawsuits 
brought  by  four  states. 

Liggett's  highly  risky  action  may  not 
work.  And  it  threatens  to  derail  a  legal 
strategy  that,  for  years,  has  served  Big 
Tobacco  extraordinarily  well:  Never 
buckle,  never  settle,  and  never  break 
ranks.  Under  the  terms  of  a  pending- 
agreement,  Liggett — which  holds  just 
a  2%  share  of  the  tobacco  market — set- 
tles four  suits  brought  against  the  in- 
dustry by  Mississippi,  Florida,  West 
Virginia,  and  Massachusetts. 
BAD  blood.  In  a  separate  agreement, 
Liggett  also  settled  what's  known  as 
the  Castano  class  action — brought  by 
the  friend  of  a  deceased  smoker  on  be- 
half of  all  addicted  smokers.  The  terms 
of  Liggett's  withdrawal  from  the  two 
legal  actions:  At  most,  a  relatively  mod- 
est 12%  of  pretax  earnings  over  25 
years,  or  some  $2  million  a  year.  By 
withdrawing  from  the  suits,  moreover, 
Liggett  will  significantly  reduce  its  $10 
million  in  annual  legal  costs. 

Liggett's  giant  rivals  were  nonplussed 
l>y  the  company's  IoimI  capitulation.  "Our 
clients  intend  to  defend  the  litigation, 
continue  to  litigate,  have  no  intention  of 
settling,  and  didn't  know 
what  Mr.  LeBow  was 
doing,"  says  Davi< 
A.  Hardy,  outside 
counsel    to  Philip 
Morris  ( !os.  and  Lo- 
rillard  Inc.',  and  a 
partner    at  Shook, 


through  fi 


nancial  means  instead  of  through  th 
courthouse,"  says  Joseph  F.  Rice, 
lawyer  with  Ness  Motley  who  helpe 
negotiate  the  settlement  on  behalf  c 
both  Castano  plaintiffs  and  the  states. 

The  problem:  LeBow's  strategy  likel 
won't  work.  For  one  thing,  Liggett' 
settlements  won't  alleviate  the  long 
term  risk  of  new  lawsuits.  And  ir 
vestors  say  LeBow's  go-it-alone  styl 
makes  them  wary  of  LeBow  pulling  th 
strings  in  an  rjr  spin-off.  "The  prot 
lem  with  LeBow  is  that  he  is  alway 
looking  out  for  himself,"  says  Gregor 
L.  Jackson,  a  portfolio  manager  a 
Yacktman  Asset  Management  in  Chict 
go  who  says  he  will  vote  Yacktman 
one  million  rjr  shares  against  LeBow  i 
April.  "If  we  can't  trust  the  peopl 
we're  working  with,  we  do  not  want  t 
do  business  with  them." 
"HISTORIC."  Investors  also  worry  ths 
Liggett's  move  has  seriously  damage 
the  industry's  long-term  legal  viabilit; 
The  deal  resolves  the  Castano  class  a< 
tion,  advocates  point  out — but  that  actio 
may  ultimately  be  voided  anyway.  An 
the  agreement  does  nothing  to  addres 
other  class  actions  pending.  Rather,  the 
say,  Liggett  has  set  a  precedent  that  ar 
tismoking  plaintiffs  can  use  to  extrac 
similar  or  more  generous  terms  in  ft 
ture  actions.  "If  there's  any  fantasy  b 
Liggett  that  they  can  settle  it  all  an 
come  out  0.  K.,  I  think  it's  just  that — 
fantasy,"  says  Richard  Daynard,  chaii 
man  of  the  Tobacco  Products  Liabilit 
Project  at  Northeastern  University. 

Anti-tobacco  advocates  are  celebrat 
ing  the  Liggett  settlement  as  a  ke, 
turning  point  in  their  long-fought  battk 
"It  shatters  the  myth  of  tobacc 
industry  invulnerability,"  say 
John  Banzhaf,  executive  direc 
tor  of  Action  on  Smoking  i 
Health.  Adds  ant: 
smoking  advocat 
Matthew  Myers 
"This  is  truly  c 
historic  proportions." 
Tobacco  executives  remain  in  a  life 
or-death  stinggle  with  then-  critics.  Ur 
til  now,  few  of  them  worried  abou 
sneak  attacks  from  within  their  ranks 
Perhaps  they  should  have  paid  mor 
heed  to  Bennett  LeBow. 

By  David  Greising  in  Atlanta 
with   Linda   Himelstei  n   in  Sa* 
Francisco  and  Lori  Bongiorno  am 
Paul  Raeburn  in  New  York 


LeBow's  go-it-alone  strategy  may  make  RJR  investors 
more  wary  about  letting  him  pull  the  strings  in  a  spin-off 
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HE  INTERNET 


IROUHAHA  IN 
IROWSERLAND 

/ho  will  set  the  cyberstandard-Netscape  or  Microsoft? 


Bon't  bother  trying  to  keep  score. 
In  the  battle  for  the  hearts  and 
minds  of  cybernauts,  things  move 
)  quickly  that  even  the  players  some- 
mes  lose  track. 

Consider  what  happened  in  the  last 
!\v  weeks.  On  Feb.  27,  Netscape  Com- 
mnications  Corp.  scored  a  coup  when 
r&T  announced  that  it  would  provide 
ee  Netscape  Navigator  browser  pro- 
rams  to  those  who  sign  up  for  at&t's 
bw  Internet  service.  On  Mar.  11, 
etscape  scored  again,  announcing  that 
merica  Online  Inc.  customers  would 
>on  be  able  to  download  Navigator  2.0 
ir  free  as  a  way  to  use  aol  to  cruise 
le  World  Wide  Web.  The  same  day, 
ompuServe  Inc.,  which  had  said  it 
ould  use  Microsoft 
orp.'s  Internet  Explorer 
rowser,  announced  it 
ould  also  use  Navigator. 

On  Mar.  12,  though, 
le  tide  turned — toward 
[icrosoft.  The  software 
iant  made  the  stunning 
nnouneement  that  aol 
rould  actually  make  In- 
jrnet  Explorer,  not 
favigator,  its  "pre- 
irred"  browser  on  its 
lain  online  service.  Says 
irad  Chase,  Microsoft's 
tiief  negotiator  in  the 


WILD  RIDE 
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deal:  'We  were  at  Warp  1.  Now  we're 
at  Warp  10." 

On  the  surface,  the  browser  wars  may 
seem  like  little  more  than  coiporate  one- 
upmanship,  especially  since  browsers  can 
be  downloaded  for  free.  But  browsers 
aren't  just  software  for  navigating  the 
Internet's  World  Wide  Web.  As  the  gate- 
way to  the  Web,  they  have  a  strategic 
importance  akin  to  what  Microsoft's 
ms-dos  operating  system  has  had  in  PCs: 
The  company  with  the  most  popular 
browser  can  set  industry  standards  and 
sell  software  that  works  seamlessly  with 
the  browser.  That's  why,  says  Douglas 
P.  Colbeth,  president  of  Spyglass  Inc.,  a 
Web  software  company  allied  with  Mi- 
crosoft, "for  Netscape  and  Microsoft,  this 
is  a  holy  war." 

Despite  Microsoft's  im- 
pressive dealmaking,  it's 
a  war  in  which  Netscape 
still  has  an  edge.  In  Feb- 
ruary, Netscape  Naviga- 
tor 'held  81%  of  the 
browser  market.  Mi- 
crosoft had  7%,  according 
to  a  monthly  random  cen- 
sus of  100  corporations 
by  Zona  Research  Inc. 
What's  more,  Navigator 
2.0 — which  has  such  fea- 
tures as  "frames"  to  dis- 
play more  than  one  Web 


1NTERKN0T 

The  winner  of  the 
browser  wars  will 
be  able  to  sell 
other  software  that 
works  seamlessly 
with  its  Web  program 

page — is  widely  regarded  as 
one  techno-step  ahead  of  In- 
ternet Explorer  2.0.  'We're 
moving  very  quickly  and 
staying  ahead  of  Microsoft," 
declares  Michael  Homer, 
Netscape  vice-president  for 
marketing.  "They're  trying 
everything  to  slow  us  down." 

They're  having  some  luck. 
Consider  the  aol  deal,  which 
Netscape  seemed  to  have 
sewn  up.  There  also  had 
been  bad  blood  between  Microsoft  and 
aol,  which  had  objected  loudly  to  Mi- 
crosoft's plan  to  include  its  own  online 
service  in  Windows  95.  But  by  last  No- 
vember, Chairman  William  H.  Gates  III 
was  eager  to  put  his  browser  on  the 
map  and  called  aol  ceo  Stephen  M. 
Case.  They  met  in  early  January,  after 
Microsoft  heard  that  aol  was  negotiat- 
ing with  Netscape.  Says  Case:  "We  were 
skeptical  just  because  of  the  momentum 
Netscape  had."  He  had  a  bold  proposal, 
though:  aol  would  use  Internet  Explor- 
er if  Microsoft  would  put  aol  software 
in  Win95.  Microsoft  didn't  blink. 
MORE  DEALS?  Still,  weeks  of  wrangling 
followed,  and  aol  went  ahead  with  its 
announcement  of  the  Netscape  pact  on 
Mar.  11.  By  midnight,  however,  aol  was 
in  Microsoft's  camp,  and  Microsoft  was 
able  to  announce  the  deal  to  a  gathering 
of  developers  on  Mar.  12.  Gates  says 
the  deal  is  the  "centerpiece"  of  his  plan 
for  Internet  Explorer.  "We  get  up  every 
morning  and  think  about  browser 
share,"  he  says. 

So,  Microsoft  is  still  dealing.  Sources 
close  to  CompuServe  and  Prodigy  Ser- 
vices Co.  say  they're  negotiating  deals 
like  aol's,  too.  That  could  expose  Mi- 
crosoft's Internet  Explorer  to  more  than 
10  million  customers. 

But  don't  try  to  do  a  final  tally  yet. 
Nobody  knows  how  many  consumers 
will  jump  to  the  Web.  Nor  do  they 
know  if  any  will  stick  with  Explorer  or 
download  the  more  popular  Navigator. 
And  nobody  knows  how  many  Web 
surfers  will  sign  up  for  at&t's  new 
WorldNet  service — and  be  counted  in 
the  Netscape  column.  But  keep  your 
pencils  sharpened. 

By  Kathy  Rebel lo  in  San  Francisco, 
with  Joint  Verity  in  New  York,  atid  bu- 
reau reports 
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POWELL  * 

Minting  on  a  crucial  boost  from  his  V  P  choice 


You  can  tell  a  lot  about  Presidential 
candidates  by  the  Vice-Presidents 
they  recruit.  Take  Republican  nom- 
inee-in-waiting Bob  Dole.  Despite  the 
Kansas  senator's  impressive  sweep  of 
the  Mar.  12  Super  Tuesday  primaries. 
Dole  is  looking  for  a  run- 
ning mate  who  can  provide 
a  crucial  boost  in  what 
aides  concede  will  be  an  uphill  fight  for 
the  White  House. 

He  is  only  259  delegates  shy  of  the 
996  needed  for  nomination,  but  Dole  still 
has  a  bushel  of  problems:  age.  a  mushy 
message,  and  a  Washington-insider  im- 
age. Woi"se,  his  party  is  divided  on  social 
and  economic  issues. 

President  Clinton's  strength  in  the 
Northeast  and  on  the  West  Coast  means 
Dole  must  count  on  winning  the  general 
election  in  the  Midwestern  swing  states. 
That  makes  Dole's  ideal  candidate  a  ris- 
ing young  economic  conservative  from 
the  Rust  Belt  who  is  acceptable  to  abor- 
tion backers  and  foes  alike.  Only  one  dif- 
ficulty: That  candidate  doesn't  exist. 
COMPROMISE.  Instead, 
Dole  must  weigh  a 
compromise  choice  from 
a  short  list  of  potential 


ELECTION  '96 


quirement  is  someone  with  a  solid 
record  of  achievement  who  can  succeed 
him  [as  President],"  says  a  friend,  ex- 
Senator  Warren  Rudman  (R-N.  H.) 

To  many  Dole  advisers,  that  should 
make  retired  General  Colin  L.  Powell  a 
natural.  "There  is  Powell — 
and  everyone  else,"  says 
one  strategist.  Indeed, 
polls  show  that  a  Powell  pick  could  nar- 
row the  contest  overnight:  A  54%-42% 
Clinton  lead  over  Dole  shrinks  to  51%- 
47%,  according  to  a  Mar.  8-10  Gallup 
Poll  of  823  registered  voters.  Powell 
would  attract  independents,  women,  and 
blacks,  says  University  of  Cincinnati 
pollster  Alfred  Tuchfarber. 

The  hitch  in  assembling  this  particu- 
lar dream  team:  Powell  isn't  ready  to 
suit  up.  "What  he  is  saying  privately 
is  what  he  is  saying  in  public — he  will 
not  be  a  candidate  for  elective  office  in 
'96,"  says  political  adviser  Kenneth  M. 
Duberstein.  Dole  insiders  hope  the  gen- 
eral will  respond  differently  if  asked. 
Powell  associates  sav  he  won't. 


DOLE  S  SHORT  LIST 


RIDING  A  WAVE?  Dole's  age  and  other 
issues  make  the  Veepstakes  high 

Another  option:  Dole  could  play  thi 
geography  card.  Two  popular  Midwesten 
governor: — Republicans  John  Engler  o 
Michigan  and  George  V.  Voinovich  o 
Ohio — could  help  lock  in  their  vital  swinj 
states.  Strategists  think  former  Soutl 
Carolina  Governor  Can-oil  A.  Campbel 
Jr.  could  cost  Clinton  Georgia,  Kentucky 
Louisiana,  and  Tennessee,  states  he  car 
ried  in  '92.  And  if  Dole  dreams  of  Cali 
fomia's  54  electoral  votes,  he  might  ta] 
State  Attorney  General  Dan  Lungren. 

On  the  other  hand.  Dole  could  rein 
force  his  promise  to  turn  over  federa 
programs  to  the  states  by  picking  ai 
outsider.  A  grassroots  reformer  such  a 
Wisconsin  Governor  Tommy  G.  Thomp 
son,  a  spirited  debater  who  overhaulei 
his  state's  welfare  system,  might  fit  th 
bill.  Engler,  who  scrapped  Michigan' 
tax  system,  is  another  possibility.  Texa 
gop  Chairman  Tom  Pauken  says  Engle 
is  "from  a  big  state,  and  he  is  ver; 
wired  into  the  conservative  intellectua 
movement." 

deliberation.  Going  for  the  ethnic  vob 
is  another  option,  gop  polls  show  Clintoi 
has  weak  support  among  non-Hispani 
Catholics.  For  the  first  time  in  history, 
majority  of  Catholics  voted  Republicai 
for  Congress  in  1994.  And  gop  strate 
gists  believe  a  Catholic  running  mab 
could  deliver  this  key  voting  bloc  b 
Dole.  Among  the  possibilities:  Voinovicl 
and  Pennsylvania  Governor  Tom  Ridge 
Although  those  close  to  him  don' 
think  he  will,  Dole  also  could  broadei 
his  support  by  choosing  a  woman.  Tha 
would  help  lure  moderates  and  subur 
ban  independents.  Leading  candidates 
Texas  Senator  Kay  Bailey  Hutchisoi 
and  New  Jersey  Governor  Christim 
Todd  Whitman.  Trouble  is,  both  favo: 
abortion  rights.  Buchanan  blasts  Whit 
man  as  a  "militant  pro-choice"  govemo: 
whose  selection  would  "precipitate  ; 
real  walkout  at  the  convention."  Tha 
could  blow  the  GO] 
apart. 

Whatever  the  choice 


Former  South  Carolina  Governor  Carroll  Campbell  Jr.  Charismatic  con-       rj0ie  advisers  insist  he'l 
Veeps.  But  man  of  the    servative  with  a  solid  record.  But  Dole  already  is  strong  in  the  South,    proceed  meticulously 


most   enticing  mdi- 
dates  would  alienate 
some  faction  of  the  di- 
vided gop.  Dole  r. 
dants  say  he  wants  to 
avoid  the  flack  that 
George  Bush  when  h 
tapped    Dan  Quayl 
from  Senate  obscuritj 
in  1988.  "Bob  Dole's 
first  and  foremost  re- 


Michigan  Governor  John  Engler  Reformist  governor  who  could  deliver  a 
key  swing  state.  But  he  is  an  uninspiring  public  speaker. 

Texas  Senator  Kay  Bailey  Hutchison  Would  help  close  the  gender  gap. 
But  she  comes  from  a  state  where  Dole  is  ahead. 

Retired  Joint  Chiefs  Chairman  Colin  Powell  Hugely  popular,  he  would 
draw  moderates.  Downside:  He  doesn't  want  the  job. 

New  Jersey  Governor  Christine  Todd  Whitman  A  tax-  and  budget-slash- 
ing governor.  But  she  would  prompt  a  walkout  by  abortion  hard-liners. 


"Dole  is  going  to  b< 
poring  over  electora 
maps  and  sifting 
through  polling  data,' 
says  one  aide.  His  deci 
sion  will  do  a  lot  to  de 
cide  if  the  septuagenar 
ian  is  spry  enough  t( 
win  the  White  House. 

By  Richard  S.  Dun 
ham  in  Washington 
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TERVIEWS 


MERE  IS 

0  FREE  CANDY' 

;rot  on  Dole,  Clinton,  Buchanan,  Forbes,  and  Campaign  '96 


Vith  the  nomination  in  sight.  Bob 
Dole  is  taking  aim  at  President 
Clinton.  But  both  had  better 
tch  their  flanks.  In  a  Mar.  8  Dallas 
ervieu)  with  Washington  Bureau  Chief 
i  Walczak  and  Political  Correspon- 
it  Richard  S.  Dunham,  independent 
ifly  Ross  Perot  pointedly  refused  to 
e  out  another  White  House  run. 


You  have  said  that,  rather 
in  running  for  President 
tin,  you  would  prefer  to  find 
wither  George  Washington"  to 
the  Reform  Party's  standard- 
irer.  How's  the  search  for 
orge  II  going? 

If  we  found  George  Washing- 
i,  the  experts  would  say: 
orget  it,  he's  not  made  for 
evision."  There  are  a  lot  of 
xl  people.  This  is  like  Field 
Dreams.  First  you  have  to 
Id  it,  and  then  they  will  come. 
■'11  get  [the  party]  on  the  bal- 
in  June,  then  have  the  sum- 
r  to  attract  people  who  will 
outstanding  Presidential  can- 
lates.  And  our  primary  will 
different.  Among  other 
ngs,  you  will  sign  a  document 
"eeing  not  to  engage  in  dirty 
iks  or  negative  politics. 

What  if  Reforyn  Party  dele- 
tes decide  to  draft  you?  Could 
%  refuse? 

I'd  probably  be  cut  to  pieces 
the  time  we  create  the  party, 
r  objective  is  to  have  a  House, 
nate,  and  White  House  work- 
;  together  as  a  team,  rationally 
ring  our  countiy's  problems  as 
Dosed  to  creating  train  wrecks 
i  government  shutdowns. 


the  confirmation  process  and  decided, 
"Why  the  hell  do  I  want  to  put  up  with 
this?"  If  we  have  a  process  so  nasty 
that  only  people  driven  by  power  will 
touch  it,  then  we  get  what  we  deserve. 

Q:  Wliy  do  you  think  so  little  attention 
is  being  paid  to  balancing  the  budget? 
A:  This  is  the  time  for  free  candy.  This 
is  the  time  for  tax  cuts.  Just  think  for  a 


HERE'S  HOW  CEOs  THINK  U  [  Pols  ] 
are  going  to  have  to  punch  us 
around  a  little . . .  but  once  they 
get  in  office,  we  own  them.  We 
funded  them  J  J 


America,  and  instead  it  turned  out  to  be 
about  economic  anxiety.  Wliy? 
A:  Because  it  exists.  The  anxiety  ex- 
ists because  the  standard  of  living  has 
been  reduced  for  four  out  of  five  work- 
ing people.  Before  the  Revolution,  every 
person  in  the  U.S.  paid  67.5(2  a  year  in 
taxes.  Some  120  years  later,  it  was 
$6.75.  Then  we  passed  the  income-tax 
amendment  in  1913,  and  in  1920  it  had 
gone  to  $20.  Today  it's  $5,700.  But  de- 
spite the  fact  that  we've  run  up  $5  tril- 
lion of  debt,  the  standard  of  living  has 
dropped. 

Q:  What  is  the  Perot  prescription  for 
economic  insecurity,  then? 
A:  You've  got  to  explain  Social  Security 
and  Medicare  to  people.  We  have  all 
these  social  programs.  None  of  them 
work.  Why?  We  never  designed 
them.  It's  like  we  built  a  sky- 
scraper with  no  blueprint.  There 
were  great  dreams,  noble  causes, 
massive  amounts  of  money — and 
underperformance.  Our  debt  ex- 
ceeds the  amount  of  money  in 
print.  Isn't  that  interesting?  As- 
sets minus  liabilities  equals  net 
worth.  We  have  $20  trillion  in 
assets,  $22  trillion  in  liabilities, 
and  a  negative  net  worth.  I 
think  at  this  point  Foirest  Gump 
says:  "Yep,  we've  got  to  rede- 
sign these  programs." 


Q:  But  isn't  Bob  Dole  a  veteran 
deficit-fighter? 

A:  He  doesn't  under- 
stand how  to  do  it.  [In 
Washington]  they  deal 
with  problems  as  if  they  were 
islands.  They  work  on  the  debt, 
on  Social  Security,  on  Medi- 
care— all  these  are  pieces  of  the 
puzzle  that  fit  together. 


You  decry  negativism  in  politics,  but 
political  discourse  today  really  so 
ich  coarser  than  in  the  past? 

The  process  now  is  so  demeaning 
it  the  best  people  are  walking  away 
m  it.  Colin  Powell  is  a  good  example. 

is  [former  Lazard  Freres  &  Co.  Man- 
ing  Partner]  Felix  Rohatyn.  He  was 
[ling  to  become  vice-chairman  of  the 
deral  Reserve  Board  probably  for  5% 
what  he  makes  on  Wall  Street.  He 
t  the  signal  that  he  was  going  to  be 
awed  to  pieces  [by  Republicans]  in 


ROSS  PEROT 


minute:  If  the  1993  tax  increase  made 
sense,  how  can  a  tax  cut  make  sense 
now?  There  is  no  free  candy.  A  bal- 
anced-budget amendment  is  a  must.  The 
next  part  of  the  equation  is  a  new  tax 
system.  Included  in  that  is  a  provision 
that  if  Congress  wants  to  raise  taxes  in 
the  future  they  would  have  to  take  it  to 
the  people  [for  a  referendum]  in  a  na- 
tional election.  They  better  have  some 
good  reasons  to  raise  taxes,  right? 

Q:  Republicans  thought  the  '96  campaign 
was  going  to  be  about  the  Contract  With 


Q:  Is  that  why  you  criticized  the 
gop's  big  Medicare  reductions? 
A:  They  never  had  a  plan  for 
how  they  were  going  to  make  it 
work.  It  was  supposed  to  cost  $9 
billion  in  1990;  that  was  the  fore- 
cast in  1965.  It  cost  $106  billion. 


Q:  Does  President  Clinton  understand 
the  problem  ? 

A:  He  has  a  magnificent  understanding 
of  salesmanship. 

Q:  Surely  you're  not  knocking  sales- 
manship? 

A:  It  should  be  principled  salesmanship 
that  produces  results.  If  the  President 
gets  a  second  term,  I  think  we  will  see 
the  real  Bill  Clinton — a  person  who  is 
very  much  in  favor  of  big  government. 

Q:  You  feel  you  know  the  real  Bill 
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Clinton.  Is  there  a  real  Bob  Dole? 
A:  I  think  so,  yes. 

Q:  What's  he  like? 

A:  I  don't  know.  I've  known  him  for  a 
long  time.  I  could  tell  you  a  lot  of  sto- 
ries that  are  warm  and  sensitive  about 
[Dole  and]  wounded  veterans.  He  is  a 
caring  person — which  you  don't  get  the 
sense  of.  But  I  don't  want  to  criticize 
the  candidates.  That's  for  others  to  do. 

Q:  Pat  Buchanan  supports  most  of 
your  positions,  from  bashing  free  trade 
to  campaign-finance  reform.  Wliy  isn't 
he  the  Reform  Party's  favorite? 
A:  He  has  said  he  would  not  leave  the 
Republican  Party.  And  there  is  the  fun- 
damental question  on  which  this  nation 
rests:  Who  are  we  as  a  people?  We  are 
from  different  parts  of  the  world,  we're 
different  colors,  different  religions.  We 
must  all  work  as  a  team.  If  you  hate 
people,  I  don't  want  your  vote. 

Q:  Steve  Forbes  is  a  businessman  who's 
selling  his  entrepreneurial  expertise  to 
voters.  Did  he  steal  your  act? 
A:  No.  People  are  sick  of  the  two  par- 
ties. So  anybody  that  comes  along  that's 
an  outsider  gets  initial  attention,  wheth- 
er it's  Powell  or  Forbes. 

Q:  Hasn't  Forbes's  candidacy  at  least 
shown  the  potential  of  the  flat  tax? 
A:  Flat  tax,  flat  tax,  flat  tax — that's  all 
you  hear,  right?  "Growth,  opportunity, 
and  hope."  Now  then:  Does  it  even 
work?  Have  we  tested  this  thing? 

Q:  American  business  has  conic  in  for  a 
stinging  critique  during  this  campaign. 
What's  the  message  here  for  CEOs? 
A:  Heartbreaking  angst  exists  across 
this  country.  And  when  politicians  are 
trying  to  get  votes,  they  play  every 
tune  they  can  get  their  hands  on.  ceos 
understand  that:  "0.  K.,  the  politicians 
are  going  to  have  to  punch  us  around  a 
little  bit  to  look  like  populists.  But  once 
they  get  in  office,  we  own  them — be- 
cause we  funded  them." 

Q:  Can  you  see  yourself  making  an- 
other Presidential  run? 
A:  What  I  would  love  to  do  is  buy  a  se- 
ries of  30-minute  programs  and  explain 
the  issues.  [But]  the  networks  will  not 
sell  me  time.  I  don't  have  to  do  this,  I 
could  just  be  having  fun,  tight?  But  I  am 
probably  the  luckiest  guy  alive.  I  have 
lived  the  American  Dream.  And  the 
thought  that  we  would  punish  this  coun- 
try to  the  point  where  some  kid  can't 
get  out  and  hustle  and  make  his  dreams 
come  true — I  can't  live  with  that. 


CALIFORNIA 

PROPOSITION 

PAYDAY 

California's  ballot  initiatives 
have  become  big  business 

■  n  California,  voter  initiatives  have 
I  created  some  strange  bedfellows.  Bill 
I  Zimmerman,  a  liberal  who  helped  air- 
lift supplies  to  protesters  at  Wounded 
Knee,  S.  D.,  in  1973  and  was  a  key  pro- 
ponent of  auto-insurance  rollbacks,  is 
teaming  up  with  Ken  Khachigian,  an 
adviser  to  Ronald  Reagan  and  a  Richard 
NLxon  speechwriter,  to  promote  a  trio  of 
tort-reform  initiatives. 


EJECTION  '96 


Initiatives,  which 
can  cost  up  to  $40  million  apiece, 
are  a  boon  for  consultants,  fund- 
raisers, and  TV  stations 


Golden  State  ballot  measures  are  do- 
ing more  than  bringing  would-be  ene- 
mies together.  Started  in  1911  to  pro- 
mote grassroots  democracy,  the  initiative 
process  in  California  has  become  big 
business.  Proponents  and  opponents  of 
the  tort-reform  measures,  for  instance, 
will  have  spent  some  $17.5  million  by 
the  Mar  26  primary  to  promote  their 
views.  The  result:  a  bonanza  for  con- 
sultants, signature  gatherers,  and  fund- 
raisers. These  days,  "people  go  out  and 
propose  these  initiatives  so  they  can 
make  money,"  says  Joe  Cerrell,  a  Los 
Angeles  political  consultant.  "In  199(5, 
it's  become  a  straight  business." 


California  will  have  five  initiatives  - 
its  ballot  this  March,  including  the  toi 
reform  proposals,  and  it  could  have 
many  as  18  in  November.  Everythii 
from  campaign  reform  to  educatii 
.vouchers  could  be  put  to  a  vote  tl 
year  at  a  likely  cost  of  $2  million  to  $ 
million  apiece  for  opponents  and  prop 
nents  of  the  measures.  For  proponem 
$1  million  or  so  of  that  goes  to  gatheri 
the  hundreds  of  thousands  of  signatur 
required  to  get  an  initiative  on  the  b; 
lot.  For  either  side,  48%  of  a  measuri 
budget  typically  goes  to  TV.  And  wi 
some  of  the  most  expensive  televisii 
markets  in  the  country — a  30-seeoi 
spot  during  the  hit  show  E.  R.  cos 
$70,000  in  Los  Angeles— California  co 
sultants  who  pull  in  10%  to  17%  on  t. 
costs  of  ads  are  reaping  huge  reward; 
There  are  examples  of  fee  abuse,  i 
eluding  a  much-di 
cussed  Orange  Coun 
consulting  team  th 
collected  up  to  90% 
tax  crusader  Howa: 
Jarvis'  budget  in  t] 
mid-1980s.  Unfort 
nately  for  donors,  ho1 
ever,  the  amount  spe 
on  a  campaign  seer 
to  have  little  effect  < 
its  outcome.  Amoi 
the  expensive  losei 
the  tobacco  industry 
$18  million  attempt 
1994  to  weaken  anl 
smoking  laws. 
BEG  BALLOTS.  Initiativ 
can  also  have  uninten 
ed  results.  Ruth  Holtc 
the  executive  direct' 
of  California  Comm< 
Cause,  says  proposa 
such  as  1988's  Propos 
tion  98,  which  guara 
tees  schools  40%  of  t; 
revenues,  have  maji 
side  effects — in  Pro 
98's  case,  less  money  f 
health  care.  "The  public  isn't  thinkir 
about  the  broader  picture,"  she  say 
Still,  special  interests  continue  to  spei 
because  initiatives  are  a  way  around  tl 
state's  long-gridlocked  legislature. 

The  waves  of  initiatives  can  mal 
voting  a  chore.  In  1990,  it  took  Los  A 
geles  residents  an  average  of  15  to  '. 
minutes  to  vote  on  45  state  and  local  i 
itiatives  and  a  full  assortment  of  cane 
dates.  Still,  poll  after  poll  shows  th; 
Califomians  love  their  ballot  measure 
"Democracy's  not  always  a  pretty  pr 
cess,"  says  Khachigian.  But  it  can  be 
beautiful  business. 

By  Nanette  Byrnes  in  Los  Angel 
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For  Insight  Into 
Greater  Customer  Satisfaction, 
A  Hospital  Checked  Into 
The  Hotel  Industry. 

Where  Should  You  Check  In? 


Check  out  your  own  creative 
insights  with  the  help  of  the 
Global  Best  Practices"  approach. 
Arthur  Andersen  professionals 
will  then  work  closely  with  you  to 
implement  effective  solutions. 

Their  secret?  Years  of  five-star 
experience.  Plus,  the  unequaled 
Global  Best  Practices  knowledge 
^ase,  reserved  exclusively  for 
Arthur  Andersen.  It's  the  first  of 


its  kind  and  still  without  peer. 

Continuously  enriched,  it  abounds 
with  breakthrough  quantitative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  exhaustive  research. 
Plus,  published  examples  like  the 
hospital  that  patterned  its  service  after 
that  of  a  world-class  hotel's. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver 


greater  customer 
satisfaction.  Call 
1-800-804-6620  or  visit  our  Web  site  at 

http:ll-anmi.ArtiiurAiuiersen.com. 

Global  Best  Practicessm 
Putting  Insight  Into  Practice  .sm 

Arthur 
Andersen 


5  1<W5  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC  All  nghts  reserved 
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IPOs 


HOW  GLOWING 

IS  LUCENT'S  FUTURE? 

It  has  to  face  a  slowing  market-without  AT&T's  deep  pockets 

The  breakup  of  AT&T  isn't 
going  to  be  a  quiet  une. 
On  Mar.  12,  the  company 
announced  its  first  concrete 
step  toward  separating  into 
three  parts:  The  largest  initial 
public  offering  in  U.  S.  histo- 
ry. In  early  April,  AT&T  will  of- 
fer 111  million  shares  of  Lu- 
cent Technologies  Inc.,  its 
equipment  business,  at  $22  to 
$25  each. 

If  demand  for  the  shares  is 
high,  at&t  has  the  option  of 
selling  another  16.65  million 
shares.  The  offering  will  rep- 
resent just  17%  of  its  equip- 
ment business — the  rest  will 
be  spun  off  to  at&t  sharehold- 
ers. But  with  it,  AT&T  could 
raise  up  to  $3.19  billion,  some 
$800  million  more  than  Sears 
Roebuck  &  Co.  made  when  it 
spun  off  Allstate  Corp.  in  June, 
1993,  the  previous  ipo  record. 
AT&T  plans  to  use  the  proceeds 
to  pay  down  Lucent's  debt. 
EXCESS  BAGGAGE.  Analysts  ex- 
pect the  shares  to  be  snapped 
right  up.  That's  largely  because 
Lucent,  with  $21  billion  in  1995 
revenues,  is  the  world's  largest 
maker  of  telephone  equipment 
in  a  booming  telecom  market. 
It  has  a  huge  installed  base: 
Some  60%  of  all  U.  S.  phone 
lines  are  connected  to  an  AT&T 
switch,  vs.  30%  for  the  near- 
est competitor,  Northern  Tele- 
com Ltd.  Phone  companies, 
newly  unfettered  by  deregula- 
tion, plan  to  increase  their 
equipment  spending  this  year 
by  some  14%,  to  $15.6  billion,  estimates 
Wheat  First  Butcher  Singer  Inc. 

Still,  it  could  be  a  struggle  for  Lucent 
to  remain  No.  1.  It  will  no  longer  have 
AT&T's  guaranteed  equipment  purchases 
of  about  $2  billion  a  year.  AT&T  has 
promised  to  buy  at  least  $3  billion  worth 
of  goods  from  Lucent — but  only  over 
the  next  three  years,  after  which  Lu- 
cent won't  get  preferential  treatment. 
Lucent  also  must  go  through  the 
wrenching  process  of  cutting  22,000  jobs. 
And  even  though  it  keeps  renowned 


LUCENT:  A  BEHEMOTH  IS  BORN 


1995  REVENUES:  $21.4  billion 
NET  LOSS:  (-$853  million)* 
ASSETS:  $21.1  billion 
DEBT:  $4.01  billion 


includes  pretax  restructuring  charge  of  $2.8  billion 
DATA:  SEC 

Bell  Laboratories,  about  25%-  of  the  re- 
search facility's  staff  and  resources  will 
remain  with  at&t.  Competitors  spy  an 
opportunity.  "They  may  have  margin 
and  profitability  problems"  as  they  go 
through  the  transition,  says  John  A. 
Roth,  Northern  Telecom's  chief  operat- 
ing officer.  "Some  products  will  have  to 
be  shelved  and  businesses  jettisoned." 

Granted,  Lucent  has  formidable  ad- 
vantages. It  starts  life  with  $19.7  billion 
in  assets,  including  $448  million  in  cash. 
Also,  with  its  connection  to  long-dis- 


tance giant  at&t  severed,  it  has  bright* 
prospects  for  selling  equipment  to  loc 
phone  companies.  And  it  signed  on 
strong  outsider  as  chairman — Henry  ] 
Schacht,  ex-CEO  of  Cummins  Engine  C 
and  an  AT&T  board  member.  Richard  i 
McGinn,  who  ran  the  business  sine 
1994,  stays  on  as  president. 

The  major  difficulty:  Demand  for  bi 
public-network  phone  switches  in  tl 
U.  S.,  a  market  Lucent  dominates, 
slowing  as  local  earners  complete  the 
decade-long  upgrade  to  digital  equi] 
ment.  Market  researcher  Northern  Bus 
ness  Information  estimates  that  annu 
U.  S.  sales  of  public  phone  switches  w 
drop  from  $6.68  billion  in  1994  to  $5.] 
billion  by  1999.  The  shortfall  may  t 
made  up  by  booming  sales  of  oth< 
equipment,  particularly  for  wireless  ar 
broadband  networks,  but  those  pro* 
ucts  carry  lower  profit  margins. 
HOMEBODY.  Demand  remains  stror 
overseas,  but  Lucent  isn't  much  of 
player.  Just  25%  of  its  business  com< 
from  outside  the  U.  S.,  far  less  than  i' 
major  international  rivals.  In  additio 
Lucent  can  no  longer  count  on  custom* 
loyalty.  Phone  companies  now  ofte 
build  escape  clauses  into  their  mult 
billion-dollar  contracts.  And  customei 
aren't  willing  to  absorb  the  costs,  ( 
risks,  of  new  technology.  As  AT&T  not* 
in  its  Febinary  registration  for  Lucent 
ipo,  "increasingly,  as  a  result  of  the  \ 
nancial  demands  of  major  networ 
deployments,  network  operators  ai 
looking  to  their  su] 
pliers  to  arrange  f( 
financing." 

Still,  Lucent  knov 
how  to  play  the  \ 
-  nance  card.  In  or 
recent  deal,  Sprint  Corp.  and  its  cable-7 
partners  asked  suppliers  to  finance  bot 
the  goods  and  services  for  a  $3.6  billic 
nationwide  wireless  switching  project  ar 
pay  as  much  as  35%  in  damages  if  tr. 
system  accidentally  shuts  down.  Lucei 
appears  to  have  won  60%  of  the  coi 
tract  after  Motorola  Inc.  dropped  oi 
(Northern  Telecom  got  the  other  40% 
although  the  parties  are  still  haggiin 
over  details. 

Lucent  believes  it  will  be  even  easie 
to  show  that  kind  of  flexibility  once  it 
independent.  McGinn  is  gleeful  at  wii 
ning  freedom  from  a  communicatior 
division  that  was  often  the  main  con 
petitor  of  his  biggest  customers.  "All  * 
our  customers  see  this  as  a  very  stron 
positive,"  McGinn  says.  Perhaps.  But : 
comes  at  the  price  of  going  it  alone  in 
treacherous  market. 

By  Catherine  Amst  in  New  Yori 
with  William  C.  Symonds  in  Toronto 


PROUD  PAPAS: 

President  McGinn 
and  Chairman 
Schacht 
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Think  India.  Think  Taj." 


"The  Taj  Group  offers  you  more  and  varied  ways  to  enjoy  the  wonders  ot  India 
than  any  other  hotel  group,  quite  simply,  because  we  are  larger  than  all  the  rest. 
TAJ  LUXURY  HOTELS:  eight  international  grand  luxe  hotels,  in  all  major  cities,  led  by  the  legendary 
Taj  Mahal  Hotel,  Bombay.  TAJ  RESIDENCY  HOTELS:  superb  business  hotels  located  in  the  heart 
of  India's  key  commercial  centres. 
TAJ  LEISURE  HOTELS:  idyllic  Beach 
Resorts,  the  majesty  of  genuine  Palaces, 
intimate  Garden  Retreats  in  beautiful, 
natural  surroundings  and  delightful  Cultural 
Centre  Hotels  in  places  with  historic 
attractions." 

Liilcc'  Palace,  Udaipun  unimaginably  opulent,  uniquely  tranquil. 


TAJ  LUXURY  HOTELS:  The  Taj  Mahal  Hotel,  Bombay;TheTa)  Mahal  Hotel,  New  Delhi; 

Taj  Palace  Hotel,  New  Delhi;Taj  Bengal,  Calcutta,  The  Taj  West  End,  Bangalore;Taj  Coromandel,  Madras; 

The  Taj  Mahal  Hotel,  Lucknow;Taj  Samudra,  Colombo. 

TAJ  RESIDENCY  HOTELS:  Taj  Residency,  Bangalore;Taj  Residency,  Hyderabad; 

Taj  Residency, Visakhapatnam;  Taj  Residency,  Aurangabad; Taj  Residency,  Ernakulam; Taj  Residency,  Indore. 

TAJ  PALACE  HOTELS:  Rambagh  Palace,  Jaipur;  Jai  Mahal  Palace,  Jaipur;  Lake  Pal  ace,  Udaipur 

TAJ  RE  SO  RT  HOTELS:  The  Aguada  Hermitage,  Goa;  Fort  Aguada  Beach  Resort,  Goa;Taj  Holiday  Village,  Goa; 
Fisherman's  Cove,  Madras;  Em-boo-dhu  Fin-olhu  Island  Resort,  Maldives. 

TAJ  GARDEN  RETREATS:  Taj  Garden  Retreat,  Madurai;Ta)  Garden  Retreat,  Coonoor; 
Taj  Garden  Retreat,  Kumarakom;  Taj  Garden  Retreat,  Varkala. 

TAJ  CULTURAL  CENTRE  HOTELS:  Taj-View  Hotel,  Agra;  Taj  Ganges,  Benares;  Hotel  Chandela,  Khajuraho; 
Hotel  de  L'Annapurna,  Kathmandu;  Taj  Malabar,  Cochin. 


THE  TAJ  GROUP  of  HOTELS 

This  i>  mil  iin  exhaustive  liil  <,/  properties. 


THE  TA|  GROUP.  INDIA'S  first.  SOUTH  ASIA'S  finest. 

FAX  CENT RA t  RESERVATIONS  BOMBAY   191-22)  283  7272 
@ 

ORCA1I  UTELLORYOUR  TRAVEt  PLANNER 
A  colourful  directory  of  the  Hotels  is  available.  Please  fax  your  request  to  (91-22)  28  3-7272  quoting  "T.AJBIZW'K" 


COMMENTARY 

By  John  Carey 


HOW  TO  JUICE  UP  U.S.  CONSUMER  ELECTRONICS 


Five  years  ago,  Universal  Instru- 
ments Corp.  was  in  deep  trou- 
ble. The  Binghamton  (N.Y.)  com- 
pany once  had  been  a  leading  maker 
of  assembly  equipment  for  electronic 
products.  Then  the  technology  of  at- 
taching chips  and  components  to  cir- 
cuit boards  changed  radically,  and 
Universal  lost  out  to  Japanese  ri- 
vals. So  in  1991,  it  teamed  up  with 
Motorola  Inc.  and  more 
than  a  dozen  other  manu- 
facturers and  suppliers  to 
develop  a  new,  highly  ac- 
curate factory  tool  for  as- 
sembling components  into 
circuit  boards.  Adding  the 
tool  to  its  product  lineup 
helped  Universal  make  a 
comeback  against  stiff 
competition. 

Now  the  U.S.  electron- 
ics industry  is  hoping  to 
duplicate  Universale  suc- 
cess on  a  far  grander 
scale.  On  Mar.  13,  more 
than  45  companies,  rang- 
ing from  giants  such  as 
3M,  Texas  Instruments, 
Motorola,  and  IBM  to  a       CHIP  TOOLS: 
host  of  tiny  suppliers,  an- 
nounced  a  bold  new  "national  elec- 
tronics manufacturing  initiative." 
The  goal,  explains  Mauro  J.  Walker, 
Motorola's  director  of  manufactur- 
ing: "To  form  the  world's  best  sup- 
ply chain,"  thus  boosting  the  Ameri- 
can electronics  industry. 
TIGHTLY  FOCUSED.  It's  an  intriguing 
idea  that  might  just  work.  Develop- 
ing an  array  of  new  factory  tools 
should  help  the  U.S.  industry  keep 
its  lead  over  Asian  rivals  in  such 
products  as  computers  and  cellular 
phones,  as  increased  competition 
and  technological  advances  drive 
down  prices.  "We  used  to  hand  off 
lower-cost  products  like  vors  and 
camcorders  to  Japan,"  explains 
Walker.  The  hope  now:  that  the 
U.  S.  can  eventually  match  or  beat 
Japan  at  high-volume,  low-cost 
manufacturing. 

The  new  initiative  resembles  an 
electronics  industry  version  of  the 
semiconductor  consortium  Sematech. 
The  plan,  however,  avoids  many  of 
the  pitfalls  of  Sematech,  which  clear- 


ly helped  the  U.S.  chip  industry  but 
at  too  great  a  cost  to  taxpayers. 
There's  no  expensive  central  research 
and  development  facility,  for  instance, 
or  direct  government  subsidy. 

The  initiative  has  also  embraced 
an  imaginative  approach  that  could 
keep  it  tightly  focused.  It  started 
with  the  idea  of  building  an  imagi- 
nary product — a  handheld  $300-to- 


Universal  surged  back  thanks  to  an 


in  the  right  ways  for  government  to 
work  with  industry — although  it 
didn't  start  out  that  way.  The  tale 
begins  after  Bill  Clinton's  election  in 
1992,  when  Lance  Glasser,  a  techno- 
crat at  the  Pentagon's  Defense  Ad- 
vanced Research  Projects  Agency 
(darpa),  and  other  officials  began 
searching  for  a  splashy  high-tech 
Presidential  initiative.  Glasser  al- 
ready had  the  idea  that 
Uncle  Sam  should  stimu- 
late development  of  de- 
vices to  hook  into  the 
Info  Highway.  But  most 
companies  saw  that  as  a 
misguided  attempt  at  in- 
dustrial policy. 

Then  came  a  break- 
through, partly  as  a  re- 
sult of  the  November, 
1994,  Republican  victory 
in  congressional  elections. 
With  industrial  policy 
suddenly  under  heavy  as- 
sault, Glasser  backed  the 
government  out  of  the 
project,  and  industry 
took  over.  That  benefits 
alliance      both  sides.  With  compa- 
nies — instead  of  Uncle 


$600  personal-communications  device 
capable  of  everything  from  making 
wireless  phone  calls  to  surfing  the 
Net.  In  fact,  similar  products  already 
were  being  contemplated — or  were 
under  way — in  the  labs  of  many  of 
the  partners.  The  companies  then  fig- 
ured out  the  necessary  advances 
needed  to  make  such  a  device — from 
smaller,  cheaper,  more  powerful  bat- 
teries and  components  to  the  ma- 
chines that  would  assemble  them. 
Development  efforts  representing  an 
investment  of  $80  million  have  al- 
ready begun. 

The  initiative  also  offers  a  lesson 


The  new  consortium 
avoids  costly  central 
R&D  facilities  and 
government  funding 


Sam — paying  for  the  short-term  de- 
velopment of  new  materials  and 
tools,  the  feds  can  use  their  roughly 
$1  billion  electronics  R&D  budget  to 
fund  longer-term  research. 

Of  course,  the  initiative  isn't  a 
guaranteed  success.  Some  critics 
doubt  that  U.S.  suppliers  will  be 
able  to  leapfrog  Asian  companies. 
Universal  Instruments  may  have 
a  better  machine  now,  notes 
Charles-Henri  Mangin,  an  electron- 
ics assembly  consultant  based  in 
Old  Lyme  (Conn.),  "but  the  Japan- 
ese won't  take  long  to  have  one 
just  as  good."  And  key  companies 
such  as  Hewlett-Packard  Co.  and 
Intel  Corp.  are  sitting  on  the 
sidelines. 

But  the  new  effort  is  getting  de- 
servedly high  marks  in  many  board- 
rooms. As  Universal  Instruments 
learned,  cooperation  beats  getting 
battered. 

Carey  tracks  science  and  technolo- 
gy from  Washington. 


44  BUSINESS  WEEK  /  MARCH  25,  1996 


Captain  Steve  W&nd,  Concorde  pilot  and 
enior  Training  Captain,  at  the  controls  of  the 
Concorde  simulator 


"When  you  settle  on  a  design  that  is 
successful,  you  want  to  keep  it" 


As  Captain  Wand  says  these  words,  he  is 
ing  in  the  cockpit  of  a  British  Airways 
icorde.  Yet  he  is  not  talking  about  the  air- 
:t.  He  is  comparing  his  Rolex  GMT-Master  II 
h  a  Rolex  Oyster  worn  by  another  pilot:  Brian 
abshaw,  Chief  British  Test  Pilot  for  the 
ncorde  development  program. 

More  than  twenty- five  years  separate  the  two 
lex  watches.  And,  while  there  have  been 
nerous  technical  improvements  over  the  years, 
;he  untutored  eye  the  difference  between 


ie  GMT-  Master  II  can  give  jf 
lie  time  in  different  time  zones  j 
it  your  Official  Rolex  jeweler 
for  a  demonstration. 


Steve  Wand,  Concorde  Captain 

them  is  minimal.  The  Rolex  GMT-Master  II 
and  the  Concorde  are  truly  classic  designs. 

Says  Captain  Wand, "I  don't  think  any  of 
us  ever  become  so  compla- 
cent that  we  think  we've  had 
enough  of  the  Concorde." 

Trubshaw  agrees,  "There's 
a  tremendous  pride  in  flying 
the  Concorde.  It's  a  remarkable 
piece  of  engineering.  Just  like 
my  Rolex." 


Brian  Trubshaw,  test  pilot  for  the 

Concorde  program,  wear^  the 
same  Rolex  GMT-Master  today 
that  he  wore  in  1969 


f 

ROLEX 


Rolex  Oyster  Perpetual  GMT-Master  II  m  stainless  steel  and  18kt  gold  with  matching  Jubilee  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept  881,  Rolex  Building,  665  Fifth  Avenue.  New  York,  NY  10022  5383 
Rolex,^/,  Oyster  Perpetual.  GMT-Master  and  Jubilee  are  trademarks 


News:  Analysis  &  Commentary 


MEDICINE 


A  PREGNANT 
CLAUSE 

Fertility  clinics  are  offering 
controversial  guarantees 

For  thousands  of  infertile  couples,  in 
vitro  fertilization  is  the  option  of  last 
resort.  In  the  process,  eggs  are  har- 
vested from  a  woman's  ovaries,  joined 
with  sperm  in  a  petri  dish,  and  the  re- 
sulting embiyo  or  embryos  are  planted  in 
the  uterus.  The  vast  majority  of  attempts 
fail — draining  patients'  wallets  in  the  pro- 
cess. Couples  often  spend  $50,000  before 
they  either  conceive  or  give  up.  To  com- 
plicate matters,  recent  scandals  at  fertil- 
ity clinics  have  included  charges  that 
doctors  are  purloining  embiyos  for  use  in 
other  patients  and  secretly  using  their 
own  sperm  to  fertilize  patients'  eggs. 

Now,  the  infertile  have  yet  another 
variable  to  consider:  money-back  guaran- 
tees. In  exchange  for  up-front  fees  of 
as  much  as  $16,500 — nearly  triple  what 
many  clinics  charge — Pacific  Fertility 


IN  VITRO:  Preparing  an  embryo  at  Pacific  Fertilit 


Center  in  San  Francisco  and  Reproduc- 
tive Health  Associates  Inc.  (rha)  in  St. 
Paul,  Minn.,  are  offering  up  to  90%  re- 
funds to  medically  qualified  patients  who 
don't  sustain  a  pregnancy  past  12  weeks. 
unethical?  For  some  patients,  the  guar- 
antees are  more  than  financially  reas- 
suring. "It  was  a  confidence-builder  that 
they  knew  what  they  were  doing,"  says 
a  Los  Angeles  surgeon.  He  and  his  wife 
spent  about  $75,000  on  ivf  before  trying 
Pacific,  where  she  became  pregnant  with 
twins  after  one  procedure. 


The  medical  Establit 
ment,  though,  is  up 
arms.  The  American  M( 
ical  Assn.  says  charging 
fee  based  on  outcome 
unethical.  Dr.  John  C  N 
son,  an  ama  trustee,  w< 
ries  that  such  plans  c 
"create  an  incentive  [i 
doctors]  to  do  things  tl 
may  not  be  medically  t 
propriate,"  such  as  ov< 
prescribing  fertility  dm 
that  increase  cancer  ris 
Dr.  Geoffrey  Sher,  I 
cific's  Executive  Medii 
Director,  says  ethical  « 
"  cerns  about  contingem 
based  fees  shouldn't  apply  to  infertil: 
treatment.  Unlike  disease  treatment,  t 
success  of  fertility  treatments  is  ea 
to  assess.  He  contends  there  is  no  can< 
risk  from  the  fertility  drugs  he  uses  a 
his  patients'  exposure  to  them  is  limit< 
Since  January,  rha's  business  h 
doubled  and  Pacific's  toll-free  numt 
has  received  2,000  calls.  Plenty  of  c< 
pies  seem  willing  to  risk  paying  mc 
for  success — and  less  for  failure. 

By  Joan  O'C.  Ha  milt 
in  San  Francit 


ADVERTISING 

CALM  DOWN  AND 
TAKE  TWO  ASPIRIN 

Name-calling  by  drugmakers 
has  networks  playing  censor 

When  it  comes  to  attack  ads,  Pres- 
idential campaigners  have  nothing 
on  drugmakers.  In  September, 
Tylenol  maker  Johnson  &  Johnson  began 
a  television  campaign  warning 
that  Advil  use  can  interfere 
with  blood-pressure  medica- 
tion. Advil's  manufacturer, 
American  Home  Products 
Corp.,  hit  back  in  February 
with  a  spot  warning  that 
heavy  drinkers  risk  liver  dam- 
age from  Tylenol. 

The  networks  have  had  to  n& 
act  as  intermediaries  in  the 
fight:  They  yanked  the  anti- 
Advil  ad  early  this  year,  and 
then  began  pulling  the  anti- 
Tylenol  ad  on  Mar.  8.  Capital 
Cities/ABC  Inc.  went  so  far  as 
to  ban  all  competitive  safety 
claims  in  ads  for  health  prod- 
ucts. A  spokeswoman  for  the 


company  says  such  ads  "can  be  mis- 
interpreted by  the  public  as  overplay- 
ing the  health  concerns  involved."  nbc 
is  also  reviewing  its  policy  on  compar- 
ative safety  ads. 

The  companies  are  unapologetic.  A 
spokeswoman  for  American  Home's 
Whitehall-Robins  division  insists  that 
Tylenol's  alcohol-interaction  problems 
"are  an  important  health  issue."  J&J 
says  that  "it's  clear  that  for  pain-re- 
lief, doctors  recommend  Tylenol  over 
the  nonsteroidal  anti-inflammatory 
drugs."  Doctors  charge  that  the  ads 
deliver  far  more  heat  than  light.  "They 


PILL  WARS 


Liver  damage? 
Adverse  reactions 
to  blood-pressure 
medicine  and 
alcohol?  The 
warnings  from 
American  Home 
and  Johnson  & 
Johnson  about 
each  other's 
painkillers 
"are  overblown," 
savs  one  doctor 


are  overblown,"  says  Dr.  Fred  D.  Sh 
tell,  director  of  the  New  England  d 
ter  for  Headache  in  Stamford,  Con 
and  head  of  the  American  Council  1 
Headache  Education. 
LONG  WAY  TO  GO.  The  truth:  Tylen 
Advil,  and  many  other  painkillers  gc 
erally  won't  hurt  users  in  good  heal 
who  take  the  medicines  infrequent 
Even  so,  heavy  use  of  either  Advil 
Tylenol  by  virtually  anyone  is  risky, 
doses  of  over  40  pills  a  day,  the  aceta 
inophen  in  Tylenol  has  been  linked 
liver  problems.  And  Advil's  ibuprofen 
in  a  class  of  drugs  that  has  been  link 
to  elevated  blood  pressure  a 
gastric  problems.  Dr.  San 
A.  Furey,  a  Whitehall-Robi 
assistant  vice-president,  insii 
no  data  shows  gastrointes 
nal  or  blood  pressure  pre 
lems  with  Advil.  A  J&J  spok< 
man  agrees  that  high  doses 
alcohol  and  Tylenol  can  cau 
liver  problems. 

In  newspaper  ads,  J 
warns  that  overuse  of  ai 
painkiller  and  alcohol  w 
cause  trouble.  Advil  has  y 
to  respond  in  kind.  Like  t 
1996  campaign,  this  battle  h 
a  long  way  to  go. 

By  Joseph  Wei 
in  Philadelph 
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Graphical 
Statements 

Why  settle  for  a 
bunch  of  num- 
bers? Our  clients 
told  us  what  they  wanted  in  a  participant 
statement,  and  the  result  is  informative, 
user-friendly,  and  easy  to  follow. 


Multimedia 
Presentations 

Using  leading  edge 
technology,  we  look 
forward  to  helping  your 
employees  understand 
your  401(k)  plan. 


),Think 


When  your  employees  understand  your  401  (k)  plan,  you  have  more  satisfied  employees. 
That  is  why  you  need  an  employee  education  program  tailored  to  your  specific  needs-and 
leading  edge  technology  to  deliver  it.  Helping  your  employees  get  the  most  out  of  your 
401(k)  is  the  essence  of  a  successful  partnership  with  your  plan  provider.  And  why  you 
should  consider  Scudder  to  be  your  provider.  To  explore  how  a  partnership  with  Scudder 
can  give  you  the  right  401(k)  plan  for  your  company  please  call  us  at  1-800-323-6105,  ext.  105. 


IP 


SCUDDER  -s 


Managed 
Planning  Process 

Every  client  is  different.  So, 
as  a  first  step  in  our  partner- 
ship, a  Scudder  professional 
will  help  you  assess  your 
employees'  needs,  including, 
if  appropriate,  conducting 
focus  groups  to  inform  the 
planning  process.  Only  then 
do  we  create  an  employee 
education  program  -  because 
any  worthwhile  partnership 
begins  with  understanding. 


>ntact  Scudder  Investor  Services,  Inc.,  Distributor  for  a  prospectus,  which  contains  more  complete  information,  including 
jnagement  fees  and  other  expenses.  Please  read  it  carefully  before  you  or  your  employees  invest  or  send  money 


ScudderW 

40I(k)  I : 

Program  B  13 
^■§■^■■1  <=> 

T  H  I  N  K  ^ 


USA 

OQO  Proud  Sponsor  of  the  1996  U.S.  Olympic  Team 


IF  THEY   EVER   BUILD  AN  AUTOBAHN 
STATESIDE,  YOU'LL   BE  READY. 


Most  likely,  they  won't. 
But  in  the  new  Pontiac" 
Bonneville  SUE,  you  will  be 
prepared.  Feel  a  connection  to 
the  road  that  formerly  only 
came  with  higher-priced, 
European  performance  sedans. 

Bonneville's  205-horsepower 
engi  le,  more  horsepower  than 
a  BMW  525i,  inspires  a  powerful 
feeling  of  dynamic  authority 
over  the  road.  Speed-sensitive 


steering  and  a  fully  independent 
sport-tuned  suspension  support 
your  position  of  power. 
Flash  your  lights  to  pass,  and 
understand  what  it  means 
to  own  a  lane  in  a  car  that 
anticipates  your  instincts.  But 
fully  realizing  the  performance 
is  only  part  of  the  experience. 
Add  a  design  this  sophisticated 
for  thousands  less,  and  no 
translation  is  necessary. 


The  new  Bonneville  SLE. 

For  more  information, 

please  call  1-800-2PONTIAC 

or  check  out  our  site 

on  the  World  Wide  Web  at 

http://www.pontiac.com. 

PONTIAC  CARES  with  a  3-year/36,00O-mile  no-deductible 
bumper-to-bumper  limited  warranty,  plus  free  24-hour  Roadside 
Assistance  and  Courtesy  Transportation.  See  your  dealer  tor  details. 

R   O   N   T   I   A  C 

BONNEVILLE 
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ROCKY  JOURNEY 
IR  TRAVELERS 

PHIS  UNDERWRITER  JUMPING 

!  gun?  Travelers/Aetna 
jperty  Casualty,  the  com- 
ly  that  Travelers  Group 
D  Sanford  Weill  hopes  to 
ate  out  of  the  property- 
ualty  operations  of  Aetna 
1  Travelers,  filed  with  the 
mrities  &  Exchange  Com- 
ssion  for  an  $885  million 
tial  public  offering.  But 
it  may  be  easier  said  than 
le:  The  $4  billion  Travelers 
"chase  of  Aetna  is  hitting 
idblocks.  Several  unions 
:  fighting  it  because  Con- 
:ticut  will  lose  1,500  jobs, 
1  the  state  could  hold  up 
;  sale.  But  Wall  Street 
nks  Travelers  is  making  a 
art  move  by  buying  Aetna 
i  spinning  off  part  of  it. 
helps  [Travelers]  estab- 


CLOSING  BELL 


COLD  RUSH 

guring  bigger  is  better  in  the 
)ld  business,  Toronto-based 
smio  Gold  Mines  on  Mar.  11 
.  K.'d  a  $1.5  billion  merger 
ith  Houston's  Battle  Moun- 
iin  Gold.  Fans  of  Yellowstone 
ationa!  Park  won't  gain: 
emlo  has  been  involved  in 
:ans  to  develop  a  new  mine 
5  miles  outside  the  park.  The 
3w  company,  to  be  called 
attle  Mountain  Gold,  plans  to 
;ep  pressing  for  a  regulatory 
3d.  Hemlo  figures  the  new 
)mpany  will  have  more  finan- 
al  flexibility  and  clout.  Inves- 
ts agreed,  pushing  the  stock 
p  $1  on  Mar.  12,  to  $13.75. 


MAR.  1,  '96  MAR.  12 
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lish  a  value  for  the  entity 
and  gives  them  access  to  the 
market,  without  diluting 
Travelers  stock,"  says  Gloria 
Vogel,  a  Ladenburg,  Thal- 
mann  analyst. 

KNIGHT-RIDDER  MAY 
RID  ITSELF  OF  CABLE 

it's  back  to  basics  again  at 
Knight-Ridder,  which  ac- 
knowledged on  Mar.  11  that 
it  is  in  talks  to  sell  its  50% 
stake  in  tkr  Cable  I.  The 
likely  buyer:  Tele-Communi- 
cations Inc.,  Knight- Ridder's 
partner  in  tkr  since  1981. 
Knight-Ridder's  share  of  tkr 
should  fetch  around  $800  mil- 
lion, but  its  debt  load  means 
that  Knight-Ridder  would 
see  only  about  half  that  in 
cash.  Cable  "was  a  success 
[for  Knight-Ridder],  consid- 
ering what  they're  selling  it 
for,"  says  Wheat  First 
Butcher  Singer  media  ana- 
lyst Kenneth  T.  Berents. 
Success  or  no,  tkr  doesn't 
fit  with  Knight-Ridder's 
print-oriented  plans. 

GOOD  NEWS,  BAD 
NEWS  FOR  BUFFETT 

YOU   WIN   SOME,   YOU  LOSE 

some.  Warren  E.  Buffett's 
Berkshire  Hathaway  report- 
ed a  1%  decline  in  operating 
income  for  1995.  Investors 
say  high  insurance  claims 
may  have  accounted  for  the 
decline.  Buffett  will  likely  ex- 
plain the  drop  in  a  Mar.  18 
letter  to  shareholders.  Mean- 
while, Berkshire's  net  income 
rose  46%,  to  $725  million,  on 
higher  investment  gains  and 
there  could  be  more.  Buffett 
won  permission  on  Mar.  13 
to  buy  up  to  17%  of  Ameri- 
can Express. 

WATT  WON  T 

DO  THE  TIME  

MORE  LEGAL  FALLOUT  FROM 

the  Reagan  Administration: 
After  a  probe  into  influence 


HEADLINER:  BERNARD  FOX 


MILLSTONES  AROUND  HIS  NECK 


Nuclear  power  is  burning 
Bernard  Fox.  After  six 
months  as  head  of  New 
England's  largest  electric 
utility — Northeast 
Utilities,  in  Berlin, 
Conn. — Fox,  54, 
has  two  Connec- 
ticut plants 
down,  two  un- 
der close  watch 
by  the  Nuclear 
Regulatory  Com- 
mission, and  layoffs 
looming. 

Fox  says  his  "new, 
stronger  game  plan"  will 
help  nu  solve  "short-term 
problems."  But  last  Novem- 
ber's shutdown  of  the  Mill- 
stone I  plant  is  now  extend- 
ed into  summer  because  of 
safety  concerns.  Millstone  II 
went  down  on  Feb.  20  be- 
cause it  didn't  hew  to  li- 


censing requirements.  And 
the  NRC  said  on  Mar.  8  that 
by  Apr.  7  it  may  shutter 
two  other  plants  if  they 
fail  to  resolve  glitch- 
es in  their  emer- 
gency safety  sys- 
tems. Meantime, 
nu  may  trim  its 
nuke  workforce 
of  3,000  by  up  to 
one-third  over 
the  next  five  years. 
This  is  serious  in 
New  England,  where  35% 
of  electric  power  is  nuclear. 
Replacement  power  for  the 
two  closed  plants  costs  $13 
million  a  month,  and  Con- 
necticut regulators  may  lay 
the  bill  on  consumers.  Fox 
may  be  wishing  his  time  at 
nu's  helm  were  off  to  a 
brighter  start. 

By  Resa  King 


peddling,  a  federal  judge  on 
Mar.  12  spared  former  Inter- 
ior Secretary  James  Watt  a 
prison  term  but  ordered  him 
to  pay  a  $5,000  fine  and  sen- 
tenced him  to  five  years'  pro- 
bation and  500  hours  of  com- 
munity service.  Watt  had 
been  charged  with  18  counts 
of  perjury  and  making  false 
statements  to  a  grand  jury. 
The  indictment  said  Watt  was 
paid  $500,000  for  contacting 
political  appointees  at  Hous- 
ing &  Urban  Development  af- 
ter he  had  left  government. 
Watt  pleaded  guilty  to  a  sin- 
gle misdemeanor. 

TITAN  WHEEL  S 
STEEL  DEAL 

FILE  THIS  UNDER  "WHERE 

are  they  now?":  Erstwhile 
Presidential  candidate  Mau- 
rice Taylor,  ceo  of  Titan 
Wheel  International,  is  train- 
ing his  sights  on  a  bankrupt 
steel  company.  Taylor  is  con- 
sidering  buying  McLouth 


Steel,  which  filed  for  Chap- 
ter 11  last  fall.  McLouth  has 
plenty  of  problems,  including 
a  towering  $380  million  in 
debt.  And  it's  losing  money 
in  a  strong  steel  market.  But 
McLouth  could  supply  Titan 
with  steel,  and  Taylor,  who 
wouldn't  comment,  is  surely 
counting  on  a  bargain-base- 
ment price.  The  millionaire  is 
likely  to  face  competition, 
though.  Ispat  International, 
a  unit  of  an  Indian  steelmak- 
er, is  said  to  be  interested  in 
McLouth  too. 

ET  CETERA . . . 

■  Disney  is  delaying  a  sale  of 
$2  billion  in  bonds  because  of 
high  interest  rates. 

■  W.  R.  Grace  is  selling  its 
Dearborn  water  treatment 
unit  to  Betz  Laboratories. 

■  Publix  Supermarkets  em- 
ployees' sex-discrimination 
suit  won  class-action  status. 

■  Snap,  crackle,  profit:  Gen- 
eral Mills'  earnings  rose  13% 
on  stronger  cereal  sales. 
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Inventory. 

The  longer  it  sits,  the  harder  it  is  to  move. 


Despite  what  your  balance  sheet  might  tell  you,  inventory  is  no  longer 
.in  asset.  Today,  big  inventories  can  slow  business  and  even  bring  it  to  a  screech- 
ing halt.  But  you  can  keep  your  profits  moving  in  the  right  direction  by  boost- 
ing productivity  in  your  supply  chain. 

GE  Information  Services  can  help  you  shorten  cycle  times,  improve 
inventory  turns  and  eliminate  out-ol-stock  occurrences.  We'll  show  you  how  to 
link  suppliers,  manufacturers  and  distributors  electronically  so  that  your  pur- 
chase orders  and  invoices  are  easily  sent  and  tracked,  auditing  is  greatly  sim- 
plified and  customer  buying  trends  are  instantly  identified  through 
point-of-sale  data.  For  one  large  retailer,  that  meant  reducing  stock  replenish- 
ment cycles  from  3  days  to  3  hours.  Another  one  of  our  clients  now  gets  spare 
parts  to  overseas  distributors  up  to  10  days  sooner. 

You'd  be  surprised  how  much  smoother  your  business  will  run  alter  a 
tune-up  by  GE  Information  Services. 

Productivity.  It's  All  We  Do. " 


GE  Information  Servicei 


Foi  more  information,  please  call  1-800-560-GEIS,  or  write  GE  Information  Servk  es, 
MC07F2,  101  N.  Washington  St.,  Rwkvillr,  Ml)  20850.  Find  us  on  the  Interne!  al  http://www.geis.com. 


Washington  Outlook 


UTED  BY  OWEN  ULLMANN 


VORRIED  WHITE  MEN 

m  BE  THE  GOP  S  ACE  IN  THE  HOLE  

wedge  issue  like  Willie  Horton."  Spillar  hopes  the  ploy  back- 
fires by  alienating  women.  But  Republicans,  citing  polls  show- 
ing opposition  to  preferences,  claim  the  winning  hand. 

Caught  in  the  middle,  Corporate  America  is  soft-pedaling 
its  support  of  affirmative  action.  In  a  rare  alliance  with  De- 
mocrats, big  U.  S.  companies  have  long  favored  the  policy. 
And  the  California  Business  Roundtable,  including  BankAmer- 
ica,  Chevron,  and  Southern  California  Edison  Co.,  endorsed  af- 
firmative action  last  August.  But  lately,  business  is  refraining 
from  taking  sides  on  the  ccri.  "Companies  are  afraid  to  offend 
strategically  placed  politicians,"  admits  Ronald  Knox,  vice- 
president  for  diversity  at  Kaiser  Foun- 
dation Health  Plan  Inc.  in  Oakland. 

Instead,  many  corporations  in  the 
state  will  soon  circulate  pro-affirmative- 
action  statements  to  customers,  suppli- 
ers, and  employees,  arguing  that  the 
U.  S.  market  and  labor  pool  is  increas- 
ingly diverse — so  a  company's  workforce 
must  reflect  that  diversity  to  succeed. 

That  message  isn't  getting  through. 
Conservatives  in  eight  other  states,  in- 
cluding Florida  and  Illinois,  are  mount- 
ing similar  ballot  measures.  And  bills 
to  gut  affirmative  action  are  pending  in  38  states.  In  Con- 
gress, Dole  introduced  a  bill  in  1995  to  end  federal  affirmative 
action,  but  the  legislation  has  since  languished. 

Clinton  says  he's  fixing  affirmative  action  without  ending  it. 
To  comply  with  last  June's  Supreme  Court  decision  that 
curbs  federal  preference  programs,  the  White  House  will 
soon  unveil  a  plan  requiiing  agencies  to  prove  discrimination 
before  giving  special  contracts  to  minorities  and  women. 

That's  hardly  enough  to  stem  the  populist  tide  against  af- 
firmative action.  So  long  as  Clinton  and  his  corporate  allies 
seem  unwilling  to  wage  a  full-scale  fight.  Dole  has  a  winning- 
issue  to  run  with — in  California,  and  possibly  far  beyond. 

By  Catherine  Yang 


■or  more  than  a  year,  affirmative  action  has  been  in  the 
I  crosshairs  of  conservative  activists  in  California.  But 

now  the  state's  Mar.  26  Presidential  primary  is  shifting 
i  controversy  to  the  national  battlefield. 
The  Golden  State  will  hold  a  referendum  in  November 

whether  to  end  state-run  race  and  gender  preference 
)grams,  and  the  issue  is  sure  to  spark  debate  among  White 
mse  hopefuls.  With  polls  showing  2-to-l  support  for  repeal, 
i  presumptive  Republican  nominee,  Senator  Bob  Dole  (R- 
n.),  backs  the  so-called  California  Civil  Rights  Initiative, 
at  could  give  him  a  potent  weapon  against  President  Clin- 
l  as  they  vie  for  California's  54  elec- 
■al  votes.  Even  more  is  at  stake,  since 
s  grassroots  campaign  may  spread 
'oss  the  country — and  put  Big  Busi- 
es, a  longtime  backer  of  affirmative 
ion,  on  the  spot. 

GST.  For  now,  Clinton  leads  in  Cali- 
nia.  But  Dole  will  remind  voters  that 
Inton  is  against  the  CCRI.  And  Pat 
chanan — more  opposed  to  preferences 
in  Dole — is  rallying  around  the  ccri, 
claring  it  "would  end  all  state  fa- 
ritism  towards  Hispanics,  blacks, 
men,  and  Asians."  Meanwhile,  the  President  reads  the 
lis,  too,  so  he's  playing  down  his  defense  of  affirmative 
ion  during  trips  to  the  state. 

Opposition  to  preferences  has  risen  in  this  time  of  economic 
£st,  as  white  males  worry  about  losing  jobs  and  business  to 
men  and  minorities.  Consider  Donald  C.  Ware,  president  of 
ntana  Steel  Inc.  in  Rancho  Cucamonga,  Calif.  He  blames 
:ial  preferences  for  cutting  his  government  construction 
ltracts  in  half  since  1979.  "It's  sick,"  he  gripes.  "Everybody 
tired  of  someone  getting  a  job  because  of  color." 
Republicans  are  exploiting  such  frustration,  charge  ccri  op- 
nents.  Says  Kathy  Spillar,  national  coordinator  for  the 
minist  Majority:  "The  GOP  wants  to  use  it  as  a  racial 


BUCHANAN 


g  affirmative  action 


CAPITAL  WRAPUP 


IHANGING  WITH  THE  TIMES 

•  The  American  Association  of  Re- 
ired  Persons  has  been  Washington's 
nost  unwavering  defender  of  Social 
Security  and  Medicare.  But  the  aarp 
3  quietly  exploring  ways  to  overhaul 
he  programs.  Why?  Baby  boomers 
re  turning  50 — the  minimum  age  for 
arp  membership — and  polls  show 
tiany  fear  that  Social  Security  and 
Medicare  in  their  current  form  will  be 
lankrupt  when  they  retire.  A  top 
iARP  official  is  taking  a  one-year  sab- 
>atical  to  study  reform  ideas.  The 


aarp's  new  open  mind  may  embolden 
politicians  to  push  harder  for  major 
changes,  such  as  making  Social  Secu- 
rity participation  partly  optional. 

LEAVE  IT  TO  LEVITT? 

►  Why  did  Representative  Jack 
Fields  (R-Tex.),  chairman  of  a  House 
finance  panel,  do  an  about-face  on  his 
securities  deregulation  bill?  Some 
credit  goes  to  Securities  &  Exchange 
Commission  Chairman  Arthur  Levitt 
Jr.  He  got  Fields  to  drop  controver- 
sial provisions,  such  as  a  curb  on  state 
regulators'  antifraud  powers. 


KENNEDY'S  LABORING  STAFF 

►  Congress  agreed  last  year  to  abide 
by  U.  S.  employment  laws,  but  law- 
makers can  still  exempt  staffers  from 
benefits  such  as  overtime  pay.  So 
who's  using  the  loophole  liberally? 
Senator  Edward  M.  Kennedy  (D- 
Mass.),  ranking  Democrat  on  the  La- 
bor &  Human  Resources  Committee. 
He  has  an  88%  rating  from  the  afl- 
cio  for  his  labor  record  but  exempted 
92%  of  the  panel's  Democratic  staff. 
Chair  Nancy  L.  Kassebaum  (R-Kan.) 
exempted  just  69%  of  the  GOP  staff. 
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International  Business 


CONFLICT 


TAIWAN 
UNDER  SEIGE 


Even  after  the 
vote,  Beijing  will 
bully  Taipei  and 
punish  its  economy 

As  day  broke  on  Mai*.  13,  China  fired 
its  fourth  M-class  missile  in  less 
than  a  week  into  the  waters  near 
the  coast  of  Taiwan.  Beijing's  im- 
mediate goal  is  clear.  It  is  to  discourage 
millions  of  anxious  Taiwanese  from  voting 
for  candidates  in  the  Mai1.  23  presidential 
elections  who  favor  Taiwan's  indepen- 
dence from  China.  But  heavy-handed 
Chinese  actions  clearly  aren't  working. 
On  the  streets  of  Taiwan,  anger  and  re- 
sentment are  hardening,  making  the  idea 
of  unifying  with  China  even  more  re- 
mote. "This  makes  me  want  indepen- 
dence all  the  more,"  says  Kenny  Lee,  a 
Taipei  resident. 

China's  approach  is  also  rippling  across 
the  economies  of  East  Asia.  Although  no 
investment  is  ninning  off,  there's  a  cau- 
tion light  flashing  about  how  much  new 
money  to  put  in.  The  irony  is  that  Tai- 
wan's election  ought  to  be  a  crowning 
moment  for  an  Asian  state's  transition 
from  dictatorship  to  democracy.  But  wor- 
ried that  Taiwanese  President  Lee  Teng- 
hui  will  further  push  away  reunification, 
Beijing  has  launched  the  most  provoca- 
tive military  campaign  in  decades. 

The  Taiwanese  economy  has  been  the 
victim  of  China's  campaign.  In  the  face  of 
Beijing's  announcement  that  it  would  con- 
duct live-ammunition  exercises  off  the 
coast,  shipping  and 
airline     companies   tt  a  "d ta  t  t at tti 
scrambled  to  pre-   nAKU  LINVj 
serve  Taiwan's  trans-   China's  Jiang 
portation  contacts  maybebenton 
with  the  world.  The  , 

island's  mighty  for-  creating  havoc 

eign  currency  re-   on  Taiwan 


serves  are  shrinking.  The  stock  market 
has  been  falling  since  Lee's  visit  to  the 
U.  S.  last  year  first  infuriated  China.  "Tai- 
wan," says  H.  H.  Michael  Hsiao,  sociolo- 
gist at  Academia  Sinica  in  Taipei,  "is  a 
society  under  siege." 

The  news  may  just  get  worse  for  Tai- 
wan. While  the  U.  S.  decision  to  send 
two  aircraft  carriers  and  about  a  dozen 
other  ships  to  the  region  may  lead  Bei- 
jing to  take  a  step  back  from  the  brink 
after  Lee's  likely  election,  some  analysts 
suspect  China  has  written  Lee  off  as  a 
negotiating  partner.  Instead,  Beijing's  I 
leaders  may  be  hell-bent  on  a  long-term 
policy  to  create  upheaval  within  Taiwan,  | 
bringing  the  economy  to  near-collapse. 
FRIENDLY  HINTS.  That  might  confront 
Washington  with  the  problem  of  how  to 
maintain  significant  military  forces  in  the 
Taiwan  theater  for  the  long  haul.  At  first, 
the  Americans  hoped  that  missile  tests 
would  end  quickly  and  there  would  be  lit- 
tle need  for  a  military  response.  But  Chi- 
na's exercises,  including  amphibious  land- 
ings and  naval  maneuvers,  raised  the 
ante.  President  Clinton  sent  in  the  ships 
to  show  the  depth  of  American  concern. 
The  move  won  bipartisan  approval  on 
Capitol  Hill,  including  support  from  Clin- 


ton's likely  rival,  Senator  Bob  Dole 
The  hard  line  from  Beijing  will  chal 
lenge  Taiwan's  ability  to  maintain  a  diplo 
matic  balancing  act.  Lee  has  encourage* 
greater  contact  with  China,  including  tb 
first  talks  between  the  two  sides  sine 
1949.  At  the  same  time,  Lee  has  pur 
sued  his  own  agenda  to  win  votes  a 
home,  launching  a  drive  to  win  greate 
international  recognition,  including  mem 
bership  in  the  U.  N.  After  the  election 
Taiwanese  officials  hint,  he'll  make  somi 


'St  fei 
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THE  TEAM 
Presidential 
candidate  Lee 
and  his  running 
mate,  Lien  Chan 


nciliatory  gestures  to  Beijing.  "The 
w  government  will  further  open  the 
or,"  says  Economics  Minister  Chiang 
ng-kun.  But  few  expect  a  return  to 
e  peaceful  days  of  the  early  1990s, 
len  China  and  Taiwan  seemed  to  be 
)ving  closer  together. 
China's  economic  gains  are  also  at  risk, 
iwanese  have  invested  an  estimated 
5  billion  in  China,  and  two-way  trade 
;  nearly  $21  billion  last  year.  But  since 
isions  began  to  flare  last  summer,  new 

AT  DOES  CHINA  WANT? 

'h  its  provocative  campaign  of  mili- 
•ercises,  Beijing  hopes  to  wring  a 
r  of  concessions  from  the  Taiwanese: 

nidate  Taiwanese  voters  into  vot- 
linst  President  Lee  Teng-hui 

sure  Lee  into  agreeing  to  a 
ble  for  reunification  with  China 

;e  Taipei  to  abandon  its  efforts  to 
e  U.N.  and  WTO 

:e  Taipei  to  drop  its  efforts  to  win 
ition  from  nations  around  the  world 

DATA:  BUSINESS  WEEK 


Taiwanese  investments  have  dropped  by 
48%,  and  25  companies  have  withdrawn 
investment  applications  worth  $10  mil- 
lion for  China.  "It's  a  lose-lose  situation," 
says  William  Reinfeld,  the  Taipei-based 
director  for  Greater  China  at  Andersen 
Consulting.  "This  hurts  China  as  much  as 
Taiwan."  China  could  also  run  the  risk  of 
losing  fresh  Western  investment. 

The  ramifications  for  the  region  are 
equally  ominous.  Countries  such  as  Indo- 
nesia and  the  Philippines,  which  have 
their  own  territorial  disputes  with  China, 
take  little  comfort  in  watching  Beijing 
settle  its  differences  in  this  fashion.  Chi- 
na's military  pressure  also  creates  a  seri- 
ous challenge  for  Japan.  Prime  Minister 
Ryutaro  Hashimoto  has  kept  his  com- 
ments to  a  minimum,  but  members  of 
his  party  are  calling  for  a  freeze  on  aid 
and  loans.  China's  actions  also  undercut 
growing  Japanese  opposition  to  U.  S.  mil- 
itary bases  in  Japan. 

For  Taiwan,  the  crisis  is  a  painful  re- 
minder of  its  economic  vulnerability.  For- 
eign-currency reserves,  the  largest  in  the 
world  last  summer,  have  dropped  13% 
as  the  currency  has  weakened  and  ner- 
vous Taiwanese  have  moved  billions  over- 
seas. With  some  20%  of  Taiwan's  exports 
going  to  China,  the  health  of  the  econo- 
my is  now  in  doubt.  In  the  short  term, 


the  outlook  isn't 
good  for  Formosa 
Plastics  Group,  one 
of  Taiwan's  largest 
private-sector  com- 
panies. The  petro- 
chemical giant 
looks  to  China  for 
40%  of  its  sales.  Some  10%  of  the  group's 
total  revenues  are  at  risk,  says  Benny  Y. 
Chang,  the  company's  corporate  financial 
officer.  "Some  customers  in  mainland  Chi- 
na aren't  placing  orders  now  as  they 
would  have  in  the  past,"  he  says. 

If  China's  economic  war  on  Taiwan 
continues,  the  island's  high-tech  compa- 
nies may  no  longer  be  able  to  smoothly 
obtain  the  imported  components  they 
need  to  survive.  Taiwan  is  the  world's 
third-largest  producer  of  information- 
technology  products,  behind  only  the 
U.  S.  and  Japan.  The  island's  companies 
produce  65%  of  all  motherboards  for  per- 
sonal computers  and  more  than  60%  of 
all  computer  monitors. 
HEALTHY  GROWTH.  The  crisis  with  China 
is  taking  an  especially  heavy  toll  on  Tai- 
wan's financial  sector.  The  stock  market  is 
down  17%  since  last  June,  when  China 
first  started  making  threatening  noises 
following  Lee's  visit  to  the  U.  S.  As  a 
result,  the  government  has  created  a  $7.2 
billion  stabilization  fund  to  keep  the 
bourse  from  collapsing. 

Taiwan  still  has  many  advantages. 
Growth  is  moving  along  at  a  healthy  6% 
clip.  Education  standards  in  Taiwan  are 
high,  enabling  the  island  to  produce  a 
skilled  workforce.  Taiwan  continues  to 
climb  the  technological  ladder,  with  high- 
tech goods  accounting  for  25%  of  total  ex- 
ports. And  many  high-tech  companies, 
including  Acer  Inc.  and  Taiwan  Semicon- 
ductor Manufacturing  Co.,  are  proceeding 
with  then-  investments — even  in  China. 

Lee  has  said  his  priority  after  the  elec- 
tion will  be  to  calm  cross-strait  tensions. 
But  Taiwan  and  China  remain  far  apart 
on  many  issues.  With  the  island  enjoying 
unprecedented  prosperity  and  democracy, 
Taiwan  has  become  a  pluralistic  society 
with  its  own  aspirations.  Taiwan  boasts  a 
per  capita  income  of  $13,000 — compared 
with  a  mere  $450  in  China.  A  new  Tai- 
wanese identity  has  taken  shape,  defined 
mainly  by  native-born  Taiwanese,  who 
make  up  85%  of  the  population.  Until 
the  late  1980s,  when  Lee  became  the 
first  native-born  president,  the  island  was 
ruled  by  mainlanders  who  fled  with 
Chiang  Kai-shek  in  1949.  Beijing's  leaders 
doubt  that  native  Taiwanese  have  the 
same  yearning  for  reunification  that  the 
mainlanders  had.  Many  residents  of  Tai- 
wan agree.  "China  is  a  real  foreign  coun- 
try," says  Hsiao.  "I  don't  mind  going 
there,  but  it  is  not  my  home." 

Responding  to  such  sentiments,  Lee, 
73,  wants  his  legacy  to  be  a  Taiwan  that 
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is  democratic,  prosperous,  and  recognized 
in  the  global  community  through  mem- 
bership in  the  U.N.  and  World  Trade 
Organization.  Reunification  has  never 
been  a  top  priority  for  him.  though  he 
publicly  hasn't  veered  from  the  ruling 
Kuomintang  (kmt)  line  on  reunification. 
Some  critics  charge  that  he  has  been  too 
focused  on  trying  to  breathe  life  into  the 
creaking  kmt,  a  party  that  is  losing  pow- 
er with  every  election.  In  December  leg- 
islative polls,  the  comaption-tainted  kmt 
eked  out  only  85  seats  of  164,  barely  a 
majority.  If  he  and  his  running  mate  Lien 
Chan  win  with  less  than  half  of  the  vote, 
Lee  will  not  have  the  mandate  needed  to 
push  bills  through  the  legislature.  The 
kmt  will  have  to  form  coalitions  with  op- 
position groups  to  avoid  political  grid- 
lock. Making  concessions  to  China  then 
may  be  even  more  difficult. 

If  anything,  Beijing  is  now  doing  more 
to  alienate  the  Taiwanese  than  to  bring 
them  into  the  fold.  "The  military  exercis- 
es just  push  people  away  from  China," 
says  Antonio  Chiang,  publisher  of  the 
respected  weekly  The  Journalist.  Similar 
sentiment  is  building  in  the  U.  S.,  as  Chi- 
na steps  up  tensions  with  Taiwan. 
PULL  THE  PLUG?  The  U.S.  clearly  has 
compelling  strategic  and  economic  im- 
peratives for  maintaining  stable  relations 
with  China — but  it  also  has  crucial  eco- 
nomic and  political  reasons  to  support 
Taiwan.  The  Clinton  Administration  is 
already  upset  with  Beijing  for  its  dismal 
human-rights  record,  its  sales  of  nuclear 
and  chemical  weapons  technology  to  Pa- 
kistan and  Iran,  and  its  poor  progress 
in  protecting  intellectual  property  lights. 
In  the  coming  weeks,  the  numerous  con- 
gressional critics  of  China  will  probably 
wage  a  vocal  fight  to  pull  the  plug  on  Bei- 
jing's most-favored-nation  trade  status, 
which  comes  up  for  renewal  in  June. 

Administration  officials  hope  that  after 
the  Mai*.  23  vote,  China's  campaign  will 
end.  Beijing  has  privately  indicated  to 
Washington  that  it  does  not  intend  to 
invade  Taiwan.  But  many  experts  be- 
lieve that  the  U.  S.  will  have  to  work 
aggressively  to  keep  the  peace  for  the 
foreseeable  future. 

The  immediate  goal  for  the  Ameri- 
cans, the  Taiwanese,  and  other  Asians 
is  to  get  relations  with  China  back  on 
track.  In  the  best  of  circumstances,  that 
would  be  a  difficult  task.  When  aircraft 
carriers  are  on  the  move  and  missiles 
are  flying,  it's  even  more  daunting.  And  if 
a  stray  missile  lands  in  the  wrong  place, 
it  may  become  impossible. 

By  Joyce  Barnatkan,  with  Margaret 
Dawson,  in  Taipei,  with  Mark  L.  Clifford 
in  Hong  Kong,  Dexter  Roberts  in  Beijing, 
and  Stan  Crock  in  Washington 


WASHINGTON  WILL  BE  JUGGLING 
THIS  HOT  POTATO  FOR  YEARS 


The  Clinton  Administration  and 
China-watchers  across  the  U.  S. 
political  spectrum  agree  that 
China  isn't  about  to  invade  Taiwan 
and  that  Taiwan  won't  provoke  the 
mainland  by  declaring  outright  inde- 
pendence. They  concur  that  tensions 
will  ease  somewhat  after  the  Mar.  23 
Taiwan  election. 

The  problem  is  that  they  also  agree 
that  Beijing  under  President  Jiang 
Zemin  and  Taipei  under  President  Lee 
Teng-hui  hold  irreconcilable  views  of 
their  future  relationship.  That  means 
frictions  aren't  likely  to  subside  with 


the  balloting.  The  key  policy  de- 
bate in  Washington  suddenly  is 
what  deeper  role  the  U.  S.  must 
play  over  the  long  haul. 

Shattered  is  the  blithe  as- 
sumption on  which  China  policy 
has  been  based  for  two  decades 
That  was  that  the  Taiwan  issue 
would  simply  fade  away.  Washington 
would  quietly  move  closer  to  Beijing, 
forsaking  formal  recognition  of  the 
autocratic  Nationalists  in  Taipei.  As 
the  U.  S.  pulled  out  troops  and  prom- 
ised to  cut  arms  sales  to  the  island 
nation,  the  betting  was  this  would 
put  enough  pressure  on  Taiwan  to 
come  to  terms  with  China,  the  new 
U.  S.  darling. 

TOUGH  WALK.  Instead,  China  has  be- 
come the  villain  in  some  U.  S.  eyes, 
recalcitrant  on  human-rights  issues, 
a  trade  rogue,  and  a  bully.  Mean- 
while, Taiwan  has  transformed  itself 
into  a  thriving  democracy.  "Walking 
away  from  Taiwan  is  much  more  dif- 


ficult now  that  it  has  elected  officials 
from  dog  catcher  to  President,"  notes 
Carl  W.  Ford  Jr.,  a  former  Asia  hand 
at  the  Central  Intelligence  Agency. 

The  consensus  is  that  the  U.  S. 
can't  play  the  role  of  a  mediator  as  it 
has  in  the  Middle  East.  Instead,  it 
will  have  to  exert  pressure  on  both 
sides  to  modify  their  most  extreme 
desires.  The  trick  will  be  finding  a 
balanced,  systematic  approach.  "If  we 
go  after  China  and  don't  go  after  Tai- 
wan, or  vice  versa,  we  don't  do  our- 
selves any  good  at  all,"  says  Ronald 
N.  Montaperto,  a  China  expert  at  the 
National  Defense 
University. 

Leaning  on  Tai- 
wan to  scale  back 
its  demands  for 
international  recog- 
nition is  relatively 
easy.  China  is  the 
tougher  problem. 
But  the  U.  S.  may 
be  able  to  turn  the 
current  flare-up  to 
its  advantage  if  it 
can  galvanize  world 
opinion — and  busi- 
ness sentiment. 
China's  heavy-hand- 
ed demands  for 
technology  and 
manufacturing 
transfers  could  run 
into  much  greater 
resistance  if  its  mil- 
itary tactics  prove 
destabilizing.  "Chi- 
na is  not  so  profit- 
able that  countries  will  calculate  only 
on  the  basis  of  market  interest,"  says 
Douglas  H.  Paal,  president  of  the 
Asia  Pacific  Policy  Center.  "China 
may  be  on  a  more  dangerous  path 
than  it  is  awrare." 

So  the  goal  will  be  to  find  the 
right  mix  of  military,  economic,  and 
diplomatic  moves  that  send  clear  sig- 
nals to  Beijing  and  Taipei,  without 
getting  caught  in  the  middle  of  a 
decades-old  confrontation.  Sustaining 
that  difficult  balancing  act  is  going  to 
require  a  lot  more  effort — and  a  lot 
more  years — than  anyone  in  Wash- 
ington ever  imagined. 

By  Stan  Crock  in  Washington 


CALMER  DAYS 
Jiang  and  Clinton 
can  no  longer 
expect  the  Taiwan 
issue  to  fade  away 
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GERMANY 


THE  LOPEZ  CASE:  HAS  GERMANY 
BEEN  DRAGGING  ITS 


GM  hopes  a  civil  suit  will  embarrass  prosecutors  into  action 


To  Louis  R.  Hughes,  it  was  a  clear 
warning  to  back  off.  Hughes,  presi- 
dent of  General  Motors'  interna- 
tional operations,  says  that  in  June, 
1993,  the  retired  CEO  of  a  prominent 
German  industrial  company  met  with 
him  briefly  in  a  city  in  the  German  state 
of  Hesse.  The  man  carried  a  simple 
message  from  Ferdinand  Piech,  the 
Volkswagen  chairman  who  had  just 
hired  away  <;m's  ace  cost-cutter,  Jose 
Ignacio  Lopez  de  Arriortua.  As  Hughes 
recalls,  Piech's  emissaiy  cautioned  that  if 
the  world's  biggest  carmaker  pursued 
charges  that  Lopez  and  vw  stole  classi- 
fied GM  documents  and  trade  secrets, 
Germany  would  protect  vw. 

The  idea  of  a  national  conspiracy  to 
shield  vw  from  prosecution  may  seem 
far-fetched.  But  GM  officials  are  increas- 
ingly suspicious  that  meddling  politi- 


Conspiracy?  Says 
one  German:  "The 
Americans  have 
been  reading 
too  many  spy 
novels" 


VW'S 

IGNACIO 

LOPEZ 


cians  and  bureaucratic  foot-dragging  has 
stalled  Germany's  wheels  of  justice.  So 
on  Mar.  7,  frustrated  with  the  lack  of 
progress  in  a  three-year-old  criminal 
probe,  gm  filed  a  civil  lawsuit  against 
Lopez,  Piech,  and  vw  in  U.  S.  District 
Court  in  Detroit.  The  goal  is  to  wring 
some  sort  of  damages  out  of  vw  for  al- 
legedly stealing  gm  secrets  and  prod 
German  prosecutors  back  into  action. 
The  delays  "bring  into  question  the  com- 
mitment of  the  German  system  to  the 
rule  of  law,"  fumes  David  J.  Herman, 
president  of  Adam  Opel,  gm's  German 
subsidiary.  A  vw  spokesman  says  the 
suit  is  unfounded  and  that  gm's  claims 
are  "baseless." 

gm's  100-page  complaint  details  some 
pretty  hot  stuff.  The  document  describes 
how  Lopez,  several  close  associates,  and 
vw  officials  allegedly  stole  reams  of  in- 


formation about  confidential  plans  f 
new  products,  a  radically  different  ft 
tory  design,  and  procedures  for  buyii 
parts.  The  civil  suit  was  approved  at 
February  meeting  in  Detroit  involvii 
Hughes,  gm  chief  John  F.  Smith,  ai 
other  executives. 

The  suit  shows  gm's  iron  determir 
tion  to  get  its  day  in  court.  While  t 
company  claims  it  has  mountains  of  cc 
crete  proof  against  Lopez,  gm  has  ma 
no  formal  complaint  about  possible  fo( 
dragging  by  the  Germans.  Instead,  ( 
officials  are  content  to  air  their  sus] 
cions  in  the  hopes  of  adding  pressure 
German  prosecutors. 
PLODDING  REVIEW.  That  strategy  mak 
sense  for  gm,  since  evidence  of  politi< 
interference  is  highly  circumstanti 
Take  the  case  of  politician  and  vw  i 
rector  Gerhard  Schroder,  one  of  Lopi 
most  outspoken  defenders  and  a  be 
noire  for  gm  executives.  As  minist 
president  oi  the  <  ierman  state  of  Low 
Saxony,  which  owns  20%  of  vw's  coi 
mon  stock,  Schroder  wields  plenty 
power.  On  May  24,  1993,  he  said  Gl 
pursuit  of  Lopez  was  "an  attack  on  G< 
many  as  an  industrial  location"  and 
effort  "to  ruin  vw."  Inflammatory,  yi 
But  such  outbursts  have  no  impact 


Delays  "bring 
intoquestion 
the  commitment 
of  the  German 
system  to  the 
rule  of  law" 


GM  PUTS  THE  HEAT 
ON  LOPEZ 

MAR.  15,  1993  Lopez  resigns  as  pur- 
chasing chief  for  General  Motors 
and  flies  to  Germany,  joining  VW  the 
next  day  as  a  managing  director. 

APR.  30.  1993  GM  files  a  criminal 
complaint  in  Germany  charging 
Lopez  with  stealing  its  plans. 


AUG.  26,  1993  Police  search  VW's 
Wolfsburg  headquarters.  They  seize 
computers  and  reams  of  documents. 

AUG.  12,  1994  German  government 
agrees  to  cooperate  with  a  U.S.  Jus- 
tice Dept.  criminal  investigation  of 
Lopez. 

JAN.  12,  1996  Frankfurt  Attorney 
General's  office  says  the  investiga- 


tion is  complete;  vows  decision  by 
summer  on  whether  to  indict  Lopez. 

MAR.  7,  1996  GM  files  a  civil  suit 
against  VW,  Lopez,  and  numerous 
other  VW  executives  alleging  they 
stole  secret  GM  documents  and 
seeking  damages  that  experts  say 
might  reach  $1  billion. 

DATA  BUSINESS  WEEK,  GENERAL  MOTORS  CORP. 
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investigators,  says  Hans-Hermann  Eck- 
ert,  senior  public  prosecutor  in  the 
Frankfurt  Attorney  General's  office. 

Likewise,  at  a  press  conference  a 
year  later,  Schroder  questioned  the  im- 
partiality of  the  Darmstadt  prosecutor's 
office,  which  was  handling  the  Lopez 
investigation.  In  response,  the  case  was 
reviewed  by  Senior  Public  Prosecutor 
Thomas  Seifert,  who  painstakingly  re- 
traced each  step  of  the  year-old  inquiry. 
Opel  charges  this  process  caused  a  delay 
of  four  months  in  the  investigation. 
"This  was  a  brazen  attempt  by  a  na- 
tional political  figure  who  has  a  person- 
al interest  in  the  outcome  to  influence 
the  [legal]  process,"  says  Herman.  Eck- 
ert  denies  such  influence.  Adds  a 
Schroder  spokesman:  "They've  been 
reading  too  many  spy  novels." 
political  MEDDLING?  Delays  have  been 
frequent,  though.  In  February,  1995,  Eck- 
ert  told  a  news  service  that  the  probe 
would  be  concluded  in  three  months. 
Then,  in  late  May  and  early  June,  he 
said  the  decision  had  been  pushed  back 
to  the  fall.  In  August,  he  amended  that 
to  the  end  of  the  year.  On  Jan.  12,  Eck- 
ert  said  a  decision  to  indict  or  not  will  be 
reached  within  weeks,  but  won't  be  made 
public  until  the  summer.  As  for  the  de- 
lays, Eckert  says  complex  cases  often 
take  longer  than  expected. 

The  German  delays  may  also  be  slow- 
ing a  U.  S.  criminal  probe.  On  Apr.  25, 
1994,  the  U.S.  Justice  Dept.  asked  its 
German  counterpart  to  share  the  re- 
sults of  German  investigations  into  the 
Lopez  affair.  On  Aug.  12,  the  German 
Justice  Ministry  approved  the  request 
and  passed  it  to  officials  in  Hesse  han- 
dling the  investigation.  In  October,  the 
authorities  asked  U.  S.  officials  to  clari- 
fy their  request  for  evidence.  Then  on 
Feb.  21,  Lopez'  lawyers  filed  an  objec- 
tion, and  until  a  Frankfurt  court  rules 
on  it,  the  issue  is  stalled.  Justice  officials 
in  Bonn  say  such  delays  are  normal. 

German  legal  experts  say  the  case's 
complexity  may  be  partly  responsible 
for  the  delays.  But  they  also  say  the 
structure  of  the  German  legal  system 
makes  political  meddling  possible.  State 
justice  ministers,  who  are  political  ap- 
pointees, can  give  orders  to  state  district 
attorneys.  Such  directives,  though,  are 
unusual,  says  Klaus  Tiedemann,  a  law 
professor  at  the  University  of  Freiburg. 

Piech  desperately  wants  the  whole 
legal  mess  to  go  away.  Last  month,  he 
told  the  monthly  Manager  Magazin: 
"We  have  closed  this  matter."  As  long 
as  gm  keeps  pressing  its  case,  he's  at 
least  guilty  of  wishful  thinking. 

By  David  Woodruff  in  Russelsheim, 
with  Kathleen  Kerwin  in  Detroit 


JAPAN 


A  BAILOUT  RAISES  EYEBROWS 
—AND  OZAWA'S  POPULARITY 

He  says  Hashimoto's  housing  loan  rescue  is  a  taxpayer  rip-off 


Japan's  political  arena  is 
turning  ever  more  bi- 
zarre. In  the  latest 
twist,  opposition  Diet  mem- 
bers staged  a  marathon 
sit-in,  blocking  the  doors 
to  the  Diet's  budget  com- 
mittee room.  By  barring 
Prime  Minister  Ryutaro 
Hashimoto,  the  protesters 
grabbed  the  lead  spot  on  the  evening 
television  news. 

The  spectacle  of  the  Prime  Minister 
being  thwarted  by  a  human  blockade 
was  orchestrated  by  Ichiro  Ozawa,  the 
wily  leader  of  the  opposition  New  Fron- 
tier Party.  Ozawa  is  expected  to  be 
Hashimoto's  challenger  in  the  next  gen- 
eral election  to  be  held  either  this  year 
or  next.  Hashimoto  has  handed  Ozawa  a 
marvelous  gift  by  backing  a  plan  to 
spend  $6.5  billion  to  bail  out  mob-linked 
companies  that  borrowed  from  the 
jusen,  or  housing-loan  corporations.  Be- 
cause the  jusen  had  been  big  financiers 
of  Hashimoto's  Liberal  Democratic  Par- 
ty, it  has  been  easy  for  Ozawa  to  por- 
tray the  bailout  as  an  outrageous  rip-off 
of  the  taxpayers. 

The  campaign  against  the  bailout  is 


IN  THE  LIMELIGHT 


Ozawa,  head  of  the 
New  Frontier  Party, 
in  the  Diet  as 
picketers  outside 
challenge  the 
$6.5  billion  plan 


doing  wonders  for  Ozawa's  political  fc 
tunes.  Long  a  behind-the-scenes  oper 
tor,  he  is  now  a  regular  on  Sund; 
morning  talk  shows  and  recently  led 
protest  march  through  central  Toky 
The  strategy  is  inflicting  damage  ( 
the  ldp.  Not  long  ago.  Hashimoto  w 
one  of  Japan's  most  popular  politiciai 
but  his  approval  rating  has  plummeti 
from  61%  to  36%  in  the  two  montl 
since  taking  office.  The  ldp  has  be< 
badly  split  by  recriminations  over  tl 
bailout  scheme. 

CUT  A  DEAL?  There  are  serious  issu 
behind  all  the  political  kabuki,  of  cours 
The  contretemps  raises  questions  abo 
whether  it  is  politically  possible  to  spei 
public  money  to  shore  up  the  shal 
Japanese  banking  system,  which 
struggling  under  an  estimated  $800  b 
lion  in  bad  debts.  In  addition,  the  stan 
off  is  jeopardizing  Japan's  fragile  reco 
ery  by  delaying  passage  of  the  fisc 
1996  budget,  which  includes  a  big  publi 
works  spending  package.  Not  surprisin 
ly,  the  Nikkei  index  has  gone  back  in 
retreat,  and  the  premiu 
that  Tokyo  bankers  mu 
pay  to  borrow  dollars 
world  markets  is  om 
again  on  the  rise. 

With  such  pressun 
building,  Ozawa  may  w< 
be  calculating  that  it  is  no 
time  to  cut  a  deal.  One  po 
sibility  might  be  to  let  tl 
bailout  go  forward  if  Hashimoto  takes 
big  political  hit  and  turns  over  his  clo: 
ally,  ldp  Secretary  General  Koichi  Kat 
for  an  investigation.  Kato  denies  alleg 
tions  that  he  took  $100,000  from 
jus(  //-linked  company,  but  a  former  a 
sociate  says  he  saw  him  accept  the  moi 
ey.  There  are  also  rumors  that  Ozawa 
offering  to  back  off  in  exchange  for  i 
early  parliamentary  election  date  whe 
he  could  cash  in  on  the  scandal. 

Hashimoto  doesn't  seem  to  have  an 
good  options.  Almost  anything  he  do( 
is  likely  to  cost  him  prestige.  Still,  r 
one  is  counting  him  out  at  this  poin 
He  has  a  lot  more  brains  and  politic 
stature  than  some  of  his  recent  predi 
cessors,  but  so  far,  those  qualitic 
haven't  helped  him. 

By  Brian  Bremner  in  Toky 
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EDITED  BY  STANLEY  REED 


NOT  SO  QUIET  ON 
GERMANY'S  EASTERN  FRONT 


German  politicians  usually  try  to  avoid  making  foreign 
policy  waves.  But  when  Chancellor  Helmut  Kohl  visited 
his  old  friend  Boris  Yeltsin  in  Moscow  last  month,  he 
boldly  revamped  Western  policy  on  Central  Europe.  Kohl 
told  the  Russian  President  that  inclusion  of  such  countries  as 
Poland,  the  Czech  Republic,  and  Hungary  in  NATO  "needs  to 
be  postponed  for  a  long  time."  The  remark  pleased  Yeltsin  but 
came  as  a  shock  to  Central  Europe  and  the  U.S.,  which  has 
been  pushing  to  extend  the  nato  umbrella  eastward. 

Of  course,  Kohl  was  trying  mainly  to  boost  the  tottering 
Yeltsin's  chances  in  Russia's  June 
presidential  elections.  But  the  chan- 
cellor's controversial  pronouncement 
also  underscored  Germany's  increas- 
ing willingness  to  play  a  heavyweight 
role  to  its  east,  where  it  finds  itself 
inexorably  drawn.  The  major  security 
threats  lie  in  that  direction — mostly 
in  Russia.  So  do  the  big  opportuni- 
ties— in  Central  Europe.  "These  are 
new  responsibilities  that  the  Germans 
have  taken  up  at  last,"  observes 
Alexander  Rahr,  Russia  expert  at 
the  German  Society  for  Foreign  Pol- 
icy in  Bonn.  "Finally,  the  political  ~ 
elite  is  realizing  that  Russia  is  in  trouble." 

The  last  thing  the  Germans  want  is  for  Yeltsin  to  be  re- 
placed by  Communist  leader  Gennady  Zyuganov  or  one  of  the 
other  dubious  figures  stalking  the  presidency.  An  unstable 
Russia  would  be  a  nightmare  for  Germany.  Among  other 
things,  it  would  jeopardize  Germany's  budding  sphere  of  in- 
fluence in  Central  Europe. 

EASY  CREDIT.  As  infrastracture  improves,  a  closely  knit  com- 
mercial region  is  emerging  in  the  heart  of  Europe  with 
Berlin  as  its  future  capital.  German  companies  view  this 
area  as  one  with  enormous  potential  both  as  a  manufacturing 
zone  and  as  a  market.  They  are  much  more  skeptical  about 
Russia.  Only  $31  million  in  German  investment  went  into 
Russia  in  the  first  half  of  last  year — a  puny  sum  that  Yeltsin 


HERE'S  TO  STABILITY: 


complained  about  to  Kohl.  By  contrast,  some  $1.9  billion 
German  investment  went  into  Central  Europe  in  1995— 
much  as  went  to  the  U.S.  Kohl  recently  redressed  the  balar 
somewhat  by  helping  persuade  the  International  Monetf 
Fund  to  extend  Yeltsin  a  $9  billion  loan  on  easy  terms.  '. 
also  leaned  on  German  banks  to  cough  up  $2.7  billion 
loans  for  the  Kremlin  in  early  March. 

Stabilizing  Russia,  of  course,  makes  the  Central  Europe 
nations  more  secure,  but  they  want  more.  These  countr 
have  made  early  admission  to  nato  and  the  European  Un: 
their  top  priority.  It  makes  them  \ 
easy  to  see  other  countries  cutti 
deals  on  their  futures — especially  R 
sia  and  Germany,  who  have  a  histc 
of  carving  up  Central  Europe. 
HUGE  COSTS.  But  the  Central  Eu 
peans  do  not  have  much  choice  but 
go  along  with  whatever  timetab 
Kohl  sets.  They  need  German  mon 
to  grow,  and  Kohl  is  still  their  ch 
patron  inside  the  eu  and  NATO.  In  t 
heady  days  after  the  fall  of  Comn 
nism  in  1989,  Kohl  promised  suppi 
for  putting  these  countries  on  the  f 
~  track  for  membership  in  both  grou 
but  now  he  is  putting  more  emphasis  on  the  eu,  whi 
doesn't  raise  Russian  hackles.  "The  first  step  is  eu  me 
bership,  with  nato  membership  as  a  follow-up  later,"  se 
Horst  Teltschik,  a  former  Kohl  foreign  policy  adviser  who 
now  on  bmw's  board. 

Although  the  Central  Europeans  may  balk  at  that  messa 
it  is  a  tough  one  to  brash  off.  NATO  membership  would  requ 
huge  and  probably  unnecessary  defense  expenditures  fr< 
these  relatively  poor  countries.  Why  not  instead  devote  th 
limited  resources  to  bringing  their  economies  up  to  eu  sti 
dards?  That  is  certainly  what  German  companies  putti 
their  money  into  these  countries  would  prefer. 

By  John  Templeman  in  B01 
with  Karen  Lowry  Miller  in  Warsi 


GLOBAL  WRAPUP 


GOLDSMITH  VS.  MAJOR 

►  British  Prime  Minister  John  Major 
is  expected  to  soon  decide  whether  to 
call  a  referendum  over  Britain  adopt- 
ing the  single  currency  that  the  Euro- 
pean Union  is  planning  to  implement 
at  the  end  of  the  decade.  Major  is 
under  growing  pressure  to  hold  such 
a  vote  because  of  the  activities  of 
Euroskeptic  Sir  James  Goldsmith. 
The  Anglo-French  financier  is  threat- 
ening to  put  $30  million  of  his  own 


money  into  an  anti-European  Union 
campaign  in  Britain. 

Goldsmith  has  been  laying  out  his 
position  in  a  series  of  full-page  ads  in 
the  British  press.  He  plans  to  recruit 
some  400  Parliamentary  candidates 
for  the  next  general  election — to  be 
held  in  May,  1997,  at  the  latest.  The 
Goldsmith  party  would  favor  a  vote 
not  just  on  currency  union  but  on  the 
whole  question  of  Britain's  role  in 
Europe.  With  emotion  on  Europe  run- 
ning high  in  Britain,  a  pro-referen- 


dum party  would  likely  draw  away 
enough  Conservative  voters  to  assur 
Major's  defeat,  almost  certainly 
bringing  in  a  Labor  government. 

The  issue  is  splitting  Major's  Cabi- 
net. Kenneth  Clarke,  Major's  pro- 
Europe  Chancellor  of  the  Exchequer, 
is  threatening  to  resign  if  the  Prime 
Minister  goes  the  referendum  route. 
Major  is  likely  to  see  his  parliamen- 
tary majority  trimmed  to  one  after  a 
by-election  in  early  April. 

By  Paula  Dwyer  in  Londo 
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Economics 


HOUSING 


A  HOMECOMING 
FOR  HOME  BUYING 


U.  S.  home  ownership  is 
growing  again,  thanks  to 
low  rates,  stable  prices,  and 
lots  of  new  households 

Home,  sweet  home.  Without  much 
notice,  at  a  time  of  widespread 
economic  anxiety  and  deep-rooted 
fears  over  living  standards,  home 
ownership  is  reviving.  More  and  more 
people  are  starting  to  own  what  has 
long  been  a  vital  element  of  the  Ameri- 
can Dream,  their  home. 

The  trend  is  unmistakable.  The  pro- 
portion of  all  households  that  own  their 
own  home,  the  so-called  home  owner- 
ship rate,  shot  up  in  the  last  quarter  of 
1995,  to  65.1<# — the  highest  level  since 
1981.  The  spurt  in  home  ownership  is 
being  fueled  by  powerful,  long-term  forc- 
es. Low  interest  rates  and  slow  price 
appreciation  are  making  a  home  far  less 
costly  now  than  at  any  time  in  the  past 
two  decades.  Demographic  trends  are 
mostly  favorable,  too,  including  strong 
home  buying  by  immigrants.  Mortgage 
lending  to  low-income  households  and 
minorities  is  way  up,  and  accelerating. 
"By  the  turn  of  the  century,  we  will 
have  record  rates  of  home  ownership," 
says  Kenneth  T.  Rosen,  head  of  the 
Fisher  Center  for  Real  Estate  &  Ur- 
ban Economics  at  the  University  of  Cal- 
ifornia at  Berkeley. 

Robust  home  ownership  is  critical  to 
the  economy's  health.  Housing  activity, 


ranging  from  residential  construction 
to  expenditures  on  furniture  and  appli- 
ances, adds  up  to  some  15%  of  gross 
domestic  product.  And  the  impact  of 
home  purchases  on  economic  activity  is 
enormous:  According  to  DRi/McGraw- 
Hill,  for  every  $1  spent  on  housing, 
the  economy  increases  by  an  addition- 
al $1.40 — far  more  than  with  most  oth- 
er purchases.  Indeed,  when  the  U.S. 
came  out  of  recession  early  this  decade, 
housing  directly  accounted  for  nearly 
one-fifth  of  total  growth  during  the  fol- 
lowing two  years. 

SHARP  TURNABOUT.  Today's  improving 
outlook  is  a  sharp  turnabout  from  the 
1980s,  when  a  collapse  in  home  owner- 
ship seemed  imminent.  After  rising 
steadily  for  much  of  the  post- World  War 
II  era,  the  rate  began  declining  in  the 
mid-1980s.  High  mortgage  rates  and 
mind-boggling  prices  put  buying  a  home 
out  of  reach  for  an  increasing  number 
of  families.  Potential  home  buyers  fled 
wThen  home  prices  plunged  in  many  mar- 
kets toward  decade's  end.  Some  econo- 
mists feared  the  worsening  market  was  a 
harbinger  of  a  long-term  decline  in  home 
values  since  new-household  formation 
was  expected  to  plunge  in  the  '90s,  re- 
flecting the  sharp  drop  in  the  number 
of  babies  bom  two  decades  earlier. 

Instead,  the  housing  market  has  sta- 
bilized. What  happened?  Low  interest 
rates,  for  one  tiling.  Buying  a  home  be- 
came far  more  affordable  as  fixed-rate 
30-year  mortgages  fell  from  an  aver- 
age of  almost  10%  in  1989  to  a  little 


over  7%  in  recent  months.  At  the  same 
time,  although  there  are  sharp  regiona' 
differences  (with  prices  weak  on  the 
two  coasts  and  strong  in  the  Midwest) 
overall  home  price  inflation  has  beer 
moderate.  In  1981.  according  to  Fan- 
nie Mae,  principal  and  interest  pay- 
ments for  a  new  median-price  home  ab- 
sorbed 41%  of  the  typical  family  income 
in  1995,  it  was  23%  of  income.  Investing 
in  real  estate  is  "staggeringly  more  at- 
tractive for  the  home-buying  public' 
says  Sheila  Rice,  vice-president  at  Hen- 
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•y  S.  Miller  Co.  Realtors  in  Dallas. 

To  be  sure,  although  sales  of  new  sin- 
gle-family homes  rose  at  a  robust  4.2% 
mnual  rate  in  January,  the  recent  tur- 
noil  in  the  bond  market  could  push 
nortgage  rates  up  sharply,  and  sales 
;ould  fall  off  in  coming  months.  Corpo- 
*ate  downsizings  and  layoffs  are  over- 
hanging many  real  estate  markets.  Still, 
tvith  inflation  running  well  below  3%, 
t's  hard  to  see  any  sustained  upward 
Tiovement  in  mortgage  rates. 


The  demographics  are  also  mostly  pos- 
itive for  home  ownership.  The  Census 
Bureau  has  hiked  its  population-growth 
forecast  for  the  1990s  to  27  million,  from 
an  earlier  estimate  of  16  million.  With 
this  new  forecast,  instead  of  new-house- 
hold formation  plummeting  as  many  ex- 
perts had  predicted,  the  total  number  of 
households  in  the  U.  S.  should  increase 
by  13  million  in  the  1990s.  That's  about 
the  same  as  in  the  1980s,  says  William 
Apgar,  economist  at  Harvard  University's 


Joint  Center  for  Housing  Studies.  "There 
are  a  lot  more  people  than  we  thought," 
says  Karl  Case,  a  professor  of  economics 
at  Wellesley  College. 

Immigrants,  who  are  flocking  to 
America  in  record  numbers,  play  a  big 
role  in  the  population  gain.  And  the  new- 
comers usually  value  home  ownership 
highly.  According  to  Harvard's  Joint  Cen- 
ter, among  immigrants  25  to  34  years 
old  in  1980  (who  came  to  the  U.  S.  be- 
tween 1970  and  1979),  some  24%  owned 
their  own  home  in  1980.  A  decade  later, 
the  rate  for  this  cohort,  now  age  35  to 
44,  had  more  than  doubled,  to  55%.  Some 
immigrant  groups  have  made  astonishing 
strides  in  home  ownership:  Among  Chi- 
nese immigrants  age  25  to  34  in  1980, 
39%  were  homeowners.  By  1990,  at  ages 
35  to  44,  some  83%  owned  their  own 
home.  "New  immigrants  have  a  strong 
orientation  to  savings,  to  family,  and  they 
have  even  more  of  a  commitment  to 
achieving  home  ownership  than  Ameri- 
cans as  a  whole,"  says  James  A.  Johnson, 
chief  executive  of  Fannie  Mae. 

Other  demographic  trends  are  also 
supporting  the  rise  in  home  ownership. 


SECOND  CHANCE 


Boomers  shut  out 
during  the  pricey  '80s 
are  eager  to  buy  now 

Baby  boomers  are  aging,  entering  then- 
peak  earning  years — when  then'  demand 
for  housing  is  typically  strong,  especial- 
ly for  trade-ups.  Even  boomers  nearing 
retirement  are  likely  to  live  in  a  home  of 
their  own:  Home  ownership  rates  among 
the  elderly  are  extremely  high.  At  the 
same  time,  younger  households  priced 
out  of  the  market  during  the  1980s  are 
eagerly  joining  the  ranks  of  first-time 
home  buyers.  Says  Mark  Zandi,  econo- 
mist at  Regional  Financial  Associates 


.FAMILIES  ARE 
INCREASING.. 

MARRIED  COUPLES 
WITH  CHILDREN 
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...IMMIGRATION  IS 
AT  RECORD  LEVELS. 

LEGAL  IMMIGRATION 
BY  DECADE 


...AND  IMMIGRANTS  ARE  AVID  HOME  BUYERS 


1960s  1970s  1980s  1990s 
A  MILLIONS  EST 

DATA:  FANNIE  MAE 


Home  ownership  rate,  (percent) 
immigrated  1970-1979 
TOTAL 

1980 
age  25-34  a 
24.2% 

1990 
ge  35-44 
54.9% 

CHINA/TAIWAN 

38.6 

82.8 

WESTERN  EUROPE 

37.9 

71.1 

VIETNAM 

26.9 

68.4 

KOREA 

29.9 

66.2 

CUBA 

12.8 

44.3 

MEXICO 

20.5 

43.2 

SOUTH  AMERICA 

18.3 

42.6 

CENTRAL  AMERICA 

12.9 

29.3 

DATA;  HARVARD  UNIVERSITY  JOINT  CENTER  FOR  HOUSING  STUDIES,  1995 
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Inc.:  "With  the  aging  of  the  population, 
there  are  fewer  prospective  renters  and  I 
more  prospective  homeowners." 

There  are  hints  that  a  core  home 
buyer — the  traditional  family — is  making 
something  of  a  comeback.  Over  the  past 
several  decades,  the  huge  rise  in  sin- 
gle-parent households  has  been  a  power- 
ful drag  on  home  ownership.  Yet  from 
1990  to  1995,  the  numbers  of  two-parent 
families  with  children  increased  by 
701,000,  reversing  a  20-year  pattern  of 
decline,  according  to  Carol  J.  De  Vita  of 
the  Population  Reference  Bureau  Inc. 
True,  the  number  of  single-parent  fami- 
lies grew  by  3%  per  year  at  the  same 
time — but  that  is  well  below  the  6%  an- 
nual rate  of  the  1970s. 
URBAN  PUSH.  Buttressing  all  these  fac- 
tors is  a  surge  in  mortgage  lending  to 
low-income  households  and  minorities — 
albeit  from  a  low  base.  Low  rates  are 
the  most  important  factor  behind  the 
increase,  says  Lawrence  B.  Lindsey,  a 
Federal  Reserve  Board  Governor.  For 
another,  government  regulations  are  ex- 
erting pressure  on  banks  and  other 
mortgage-market  players  to  enlarge 
their  low-income  lending.  Mortgage  loans 
to  African  American  households  in  1994 
rose  by  55%,  and  loans  to  Hispanic 


households  by  42%,  compared  with  1993, 
says  Allen  Fishbein,  general  counsel  at 
the  nonprofit  Center  for  Community 
Change  in  Washington,  D.C.  Experts 
predict  another  big  gain  for  1995.  "More 
and  more  lenders  are  stalling  to  believe 
in  a  calculated  way  that  the  untapped 
potential  of  the  mortgage  market  is  low- 
income  and  minorities,"  says  Fishbein. 

In  addition,  many  community  groups 
are  working  to  expand  home  ownership, 
especially  in  the  cities.  For  instance,  non- 
profit Habitat  for  Humanity  Internation- 
al is  now  one  of  the  largest  homebuilders 
in  the  U.  S.,  and  the  average  price  for  a 
three-bedroom  Habitat  house  is  $34,300. 
Habitat's  largest  affiliate  is  in  Atlanta, 
where  the  nonprofit  has  built  and  sold  all 
its  homes  in  the  inner  city.  "We're  defi-  1 
nitely  down  to  the  lowest  income  level," 
says  Lawrence  Arney,  executive  director 
for  Habitat's  Atlanta  affiliate. 

Owning  a  home  has  long  been  a  goal 
of  most  American  families.  And  home 
ownership  has  traditionally  spurred  eco- 
nomic growth.  Good  news  on  the  home 
front  is  good  news  indeed. 

By  Christopher  Fcnrell  in  New  York, 
with   Amy  Barrett   in  Washington, 
i  Stephanie  Anderson  Forest  in  Dallas, 
and  bureau  reports 


A  HOME 
IS  QUITE 

A  SHELTER  

In  the  1970s,  home  values  soared 
with  inflation.  Hard  assets  almos 
ways  do  well  in  inflationary  time; 
A  Piece  of  the  Action:  Hon-  the  Mid 
Class  Joined  the  Money  Class,  autl 
Joseph  Nocera  describes  how  "it  be 
nearly  impossible  to  go  to  a  dinner 
and  not  wind  up  spending  half  the  i 
discussing  real  estate  prices." 

No  more.  Inflation  is  tame.  Ameri 
are  pouring  money  into  equity  mutu 
funds  at  a  mind-boggling  rate.  The  i 
dinner-party  chatter  is  heavy  on  the 
Dow.  In  these  circumstances,  is  a  he 
still  a  worthwhile  investment? 

Simply  put.  yes.  Real  estate  is  a  : 
sible  hedge  against  the  Federal  Res 
Board  faltering  in  its  fight  to  keep  i 
tion  down.  What's  more,  real  estate 
tax-sheltered  investment.  Owners  g< 
deduct  their  mortgage  interest  payn 
and  capital-gains  taxes  are  easily  du 
And  you  pay  "rent"  to  yourself  rath 
than  to  a  landlord. 


20- 


How  Owning  a  Home  Stacks  Up 


RNIA  DREAMING:  Checking  out 
house  in  Brentwood 

,  how  does  investing  in  a  single- 
home  compare  to  risking  money 
ncial  securities?  To  find  out,  econ- 
Mark  Zandi  at  Regional  Financial 
ates  Inc.  compared  average  annu- 
irns  for  stocks,  bonds,  cash,  and 
family  homes.  Unlike  financial  se- 
s  that  are  priced  daily  by  inves- 
he  returns  to  home  ownership  are 
to  calculate,  requiring  heroic  as- 
ions  about  the  value  of  an  asset 
aries  a  lot  by  location.  Zandi's 
g-return  figure  includes  median 


AVERAGE  ANNUAL  RETURNS 
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♦ASSUMES  NO  MORTGAGE,  WHICH  WOULD  RAISE  RETURNS 
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DATA  REGIONAL  FINANCIAL  ASSOCIATES  INC. 


price  appreciation  and  what  the  house 
would  cost  to  rent,  less  the  cost  of 
maintenance  and  property  taxes.  All  in- 
vestments are  for  cash.  Taxes  aren't 
taken  into  account. 
HAPPY  RETURNS.  The  result:  Single- 
family  homes  outperformed  Treasury 
bills  between  1975  and  1995  (9.4%  vs. 
7.8%)  but  lagged  behind  stocks  and 
bonds  (14.2%  and  10.5%).  Over  the  past 
five  years,  stocks  returned  12.1%,  bonds 
10%,'  housing  6.3%,  and  T-bills  5% 
(chart).  Between  now  and  1999,  Zandi 
figures  that  single-family  homes  will  re- 
turn 6.4%  a  year.  Stocks  and  bonds  will 
still  do  better  than  housing,  he  believes, 


but  by  narrower  margins  than  in  the 
first  half  of  the  '90s.  In  other  words,  a 
respectable  return  to  home  ownership. 
Of  course,  most  homes  are  bought  with 
a  mortgage,  and  borrowed  money  mag- 
nifies returns.  "Leverage  multiplies  the 
return  on  the  upside  and  the  risks  on 
the  downside,"  says  Karl  Case,  econom- 
ics professor  at  Wellesley  College. 

The  housing  market  has  hit  a  finan- 
cial sweet  spot.  Prices  aren't  rising 
so  fast  that  buying  a  home  becomes 
too  expensive.  But  they  are  sprightly 
enough  to  make  buying  a  home  a 
savvy  move. 

By  Christopher  Fan-ell  in  New  York 
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Government 


CYBERPOLITICS 


VIRTUALLY 
KISSING  BABIES? 

Net  politics  is  growing,  but  it's  not  a  potent  grassroots  tool  yet 


Back  in  1991,  Jonah  Seiger  spent  a 
summer  canvassing  voters  in  sub- 
urban Detroit,  trying  to  drum  up 
support  for  campaign-finance  and  auto- 
insurance  reform.  Occasionally  he  found  a 
bit  of  interest;  more  often,  surly  home- 
owners sicced  the  family  pooch  on  him. 

Now  the  dog  days  of  Seiger's  political 
organizing  are  ancient  history — rendered 
obsolete  by  the  power  of  cyberspace.  In 
a  recent  campaign  against  antiporn  re- 
strictions on  the  Internet,  Seiger  helped 
organize  a  massive  grassroots  lobbying 
effort  from  the  comfort  of  his  keyboard. 
The  campaign  flooded  Capitol  Hill  with 
more  than  20,000  calls,  faxes,  and  E-mail 
messages  on  one  December  day  alone. 
"The  online  world  has  already  changed 
democracy,"  argues  Seiger,  an  analyst 


Welcome... 
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OFFICIAL   WOBIO   WIDE    Wit    INTERNET  SITE 

Welcome  to  the  Dole  for  President  World  Wide  Web  Site. 


BOB'S  PAGE:  Practically  all  major 
candidates  have  their  own  Web  sites 

with  the  Center  for  Democracy  &  Tech- 
nology. Maybe — but  despite  the  blitz, 
Seiger's  side  still  lost. 

Call  it  the  cyberpolitics  paradox:  Ac- 
tivists of  all  stripes  are  catching  Web 
fever  even  as  the  payoffs  remain  slim.  So 


far,  politics  on  the  Internet  is  more  e 
exotic  entertainment  than  a  potent  car 
paign  tool.  "For  now,  the  idea  of  ele 
tronic  democracy  is  on  hold,"  says  Rog< 
Hurwitz,  a  researcher  at  Massachuset 
Institute  of  Technology. 
LAPTOP  BRIGADE.  That  hasn't  deterrc 
pols  from  rushing  online.  For  the  fir 
time,  Net  surfers  can  download  scre( 
savers  with  images  of  GOP  Presidenti 
front-runner  Bob  Dole,  get  their  taxi 
calculated  under  California's  flat-tax  ir 
tiative,  or  keep  "instep"  with  the  cane 
dates  on  Johnston  &  Murphy's  tongue-i 
shoe  guide  to  the  Presidential  rac 
Virtually  all  major  candidates — even  hi 
the  members  of  the  stodgy  Senate — no 
have  their  own  Web  sites,  and  companii 
such  as  Stardot  Consulting  Ltd.  ar 
Votelink  Inc.,  both  in  Boulder,  Colo.,  ha^ 
spiling  up  to  help  techno-novice  offic 
seekers  take  to  the  online  hustings.  I: 
stead  of  fearing  Pat  Buchanan's  pita 
fork-wielding  revolutionaries,  "politiciai 
need  to  watch  for  cybervoters  comir 
over  the  hills  with  laptops,"  promist 
Votelink  President  Alexia  Parks. 

Internet  denizens  claim  to  have  infl' 
enced  the  outcome  in  close  races,  such  ; 
Democratic  Representative  Ron  Wyder 
recent  victoiy  in  Oregon.  But  so  do  e: 


•onmentalists  and  other  interest  groups 
)bying  the  old-fashioned  way.  In  fact, 
2  major  political  benefit  of  being  online 
w  seems  to  be  simply  avoiding  the  la- 

I  of  technophobe.  "You  may  be  more 
rt  by  not  having  a  Web  site  than 
lped  by  having  one,"  says  Stardot 
esident  Jared  P.  Schutz. 
One  problem  is  the  small 
dience  in  cyberspace.  "The 
ternet  still  does  not  reach 
ough  people  to  have  a 
ijor  effect,"  says  Andrew 
Einstein,  Webmeister  for  the 
>le  campaign.  While  up  to 
million  Americans  have  In- 
■net  accounts,  less  than  10% 
obably  surf  political  pages, 
those,  only  a  few  thousand 

II  actually  be  influenced  by 
candidate's  online  offering 


table  in  your  campaign  office,"  says  Cal- 
ifornia computer  columnist  Jim  Warren. 
"That's  not  campaigning." 

What's  more,  experts  argue,  the  true 
value  of  the  cybeworld — and  the  key 
to  its  ultimate  political  power — comes 
from  its  two-way  communication.  "For 


WHERE  THE  HOPEFULS  HANG  OUT 


CANDIDATE 


WEBSITE/  WHAT'S  THERE 


BILL 

CLINTON 

BOB 
DOLE 


For  politicians,  that  would  mean  actu- 
ally listening  to  the  online  masses,  not 
just  to  pollsters  or  a  few  well-connected 
constituents — a  threatening  notion  to 
many  old-line  pols.  But  as  more  citizens 
use  the  Net,  they'll  demand  no  less  from 
their  candidates,  predicts  Gill.  If  politi- 
cians don't  treat  voters  as 
partners  by  the  2000  election, 
"there  will  be  a  train  wreck," 
he  warns. 

"BILLBOARDS."  A  few  politi- 
cians have  heeded  that  call: 
Senator  Patrick  J.  Leahv  (D- 


STEVE 
FORBES 


http://www.whitehouse.gov  Site  geared 
for  disseminating  information  and 

fede[aJ_docum_enAl'_noAc^mPaJgnJ.n^.__    Vt.)  wins  kudos  for  holding 
http://www.dole96.com  Most  interactive      electronic  town  meetings.  But, 
site;  besides  speeches,  try  the  Dole  triv 
ia  quiz  or  download  Dole  posters 

http://www.forbes96.com  Users  can 
browse  Forbes  family  pictures  and  cal- 


notes  mit's  Hurwitz,  "most  of 
the  Web  sites  just  look  like 
advertising  billboards."  In  fact, 
many  sites,  including  Dole's, 
don't  allow  browsers  to  send 


Einstein  figures.  Indeed,  do-   5^?!®      ir_l^.x_e_s_  yr^I-^'f _t!?l"*?? _P 'f I1.    E-mail  to  the  campaign  staff. 


tions  spurred  by  Dole's —  PAT 
isidered  to  be  the  most  en-  BUCHANAN 

Gaining  of  the  bunch — are 
anuts,  just  enough  to  pay 
•  its  $10,000  cost. 

Wth  Net  use  exploding — half  of  those 
line  came  aboard  in  the  past  year — ex- 
its believe  cyberpolities  will  become 
icial  by  2000.  But  politicians  will  have 
become  more  sophisticated  first,  cy- 
rgurus  say.  Right  now,  "putting  up  a 
5b  site  is  like  putting  literature  on  a 


http://www.buchanan.org  Crammed  with 
speeches  and  position  papers  on  every- 
thing from  immigration  to  abortion 

DATA:  BUSINESS  WEEK 

the  past  hundred  years,  people  have  had 
no  control  over  the  content  of  messages 
from  politicians  and  advertisers,  or  when 
or  how  they  came,"  explains  Jonathan 
P.  Gill,  a  former  White  House  aide.  'With 
the  new  media,  you  can  relate  to  people 
as  partners  instead  of  targets." 


And  even  Congress'  savviest 
Net  nerds  are  still  searching 
for  ways  to  sift  through  the 
flood  of  E-mail  they  do  receive 
in  order  to  cull  the  views  of 
actual  constituents  who  live — and  vote — 
in  their  districts. 

Indeed,  although  legions  of  dabbling 
cyberpols  trumpet  it  as  the  wave  of  the 
future,  the  vote  on  electronic  democracy 
is  still  out. 

By  John  Carey  in  Washington 
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Entertainment 


LOBBYING 


KICKING  AND  CLAWING 
FOR  LEO  THE  LION 

Parretti  and  Credit  Lyonnais  duke  it  out  over  MGM 


Well-connected  banking  lobbyist 
Robert  S.  Royer  never  paid  much 
attention  to  the  goings-on  in  Hol- 
lywood. But  that  changed  one  evening 
last  summer  as  he  sat  smoking  cigars 
on  the  porch  of  fellow  bank  lobbyist 
James  J.  Butera's  home.  The  two  Wash- 
ington insiders  mulled  over  Butera's 
tricky  new  assignment:  to  quietly  amend 
U.  S.  banking  laws  so  that  his  new 
client,  French  state-owned  bank  Credit 
Lyonnais,  can  avoid 
an  onerous  May, 
1997,  deadline  for 
selling  Metro-Gold- 
wyn-Mayer  Inc. 

These  days,  Bu- 
tera  and  Royer  are 
locking  horns  instead 
of  smoking  cigars. 
Butera  has  succeed- 
ed in  getting  a  pro- 
vision added  to  a 
pending  bill  that 
would  give  Credit 
Lyonnais  until  2002 
to  sell  the  studio  it 
took  over  from  Gian- 
carlo  Parretti  in 
1992.  But  Parretti, 
the  controversial 
Italian  financier  who 
has  been  in  litigation 
with  Credit  Lyon- 
nais over  mgm  for 
years,  wants  a  shot  at  buying  back  the 
weak  but  legendary  studio.  Parretti 
hired  Royer  last  December  to  derail 
Credit  Lyonnais'  lobbying  gambit.  The 
battle  is  heating  up  as  the  bill  contain- 
ing Credit  Lyonnais'  amendment  gains 
momentum  for  passage,  and  the  French 
bank's  behind-the-scenes  legislative 
remedy  has  turned  into  an  increasingly 
noisy  fracas. 

DEADLINE  DANCE.  Certainly,  the  French 
would  benefit  from  extra  time.  The 
studio,  nearly  bankrupt  when  the  bank 
took  control,  has  enjoyed  a  recent 
string  of  hits,  such  as  Get  Shorty,  Leav- 
ing Las  Vegas,  and  The  Birdcage.  With 
those  successes  giving  MGM  a  boost, 
Lazard  Freres  &  Co.  began  shopping  it 
to  potential  buyers  on  Mar.  12.  The 


bank,  which  has  about  $2  billion  in- 
vested in  MGM,  hopes  to  sell  for  at  least 
$1.5  billion.  But  the  looming  deadline 
puts  it  in  a  weak  negotiating  position. 
Credit  Lyonnais  and  Butera  declined 
to  comment  for  this  story. 

So  Credit  Lyonnais  is  doing  all  it 
can  to  avert  a  shotgun  sale.  Last 
March,  it  transferred  about  $27  billion 
of  mostly  troubled  assets — including 
MGM — to  Consortium  de  Realisation, 


senator  specifically  promoted  the  fi 
Since  then,  the  battle  has  grown  i: 
creasingly  ugly.  In  January,  Royer  cor 
plained  to  the  Justice  Dept.  that  tv 
partners  at  the  law  firm  of  Whii 
&  Case,  which  represents  Cred 
Lyonnais  in  its  litigation  against  Pa 
retti,  have  been  illegally  lobbying  fi 
the  bank  without  registering  ; 
foreign  agents.  The  firm  says  it  brol 
no  laws. 

BROAD  SUPPORT.  As  Credit  Lyonna 
and  Pairetti  duke  it  out  on  Capitol  Hi 
the  banking  bill  may  be  poised  to  mov 
Congressional  staffers  say  the  broi 
regulatory-relief  bill,  which  cuts  pape 
work  and  some  potential  legal  liabi' 
ties  for  banks,  has  broad  support  ai 
could  be  passed  quickly  by  Republicai 
looking  to  rack  up  some  legislative  a 
complishments.  Royer  has  been  bus 
trying  to  create  a  fuss  about  Congre, 
helping  out  a  foreign  bank.  He's  be 


THE  MGM  STORY 


OCTOBER,  1990  Giancarlo 
Parretti  buys  for  $1.3  billion. 

MAY,  1992  Credit  Lyonnais 
takes  control  of  the  studio. 
Under  U.S.  banking  law,  it 
has  five  years  to  sell. 

JUNE,  199S  Credit  Lyonnais 
hires  a  lobbyist  to  change 
U.S.  banking  law.  By  fall,  its 
proposal  is  added  to  pending 
legislation. 

DECEMBER,  1995  Parretti 
hires  his  own  lobbyist  to 
thwart  Credit  Lyonnais'  bid  for 
more  time. 

MAY,  1997  Expected  deadline 
for  Credit  Lyonnais'  MGM  sale 
unless  banking  law  changes. 


which  is  also  overseen  by 
the  French  government.  The 
French  hope  this  removes 
the  studio  from  the  bank's 
books.  But  the  Federal  Re-  " 
serve  Board,  which  regulates  Credit 
Lyonnais  in  the  U.  S.,  has  not  yet  indi- 
cated whether  the  maneuver  puts  mgm 
out  of  Fed  jurisdiction. 

Then  in  July,  two  House  members 
added  Butera's  amendment  to  a  pend- 
ing banking  bill.  Without  naming  Credit 
Lyonnais,  the  provision  allows  domestic 
and  foreign  bank  holding  companies  to 
hold  foreclosed  assets  for  up  to  10 
years  instead  of  5.  In  September,  a 
similar  provision  was  attached  to  the 
Senate's  banking  bill.  Curiously,  a  pan- 
el staffer  says  no  one  can  recall  if  any 


SITTING  PRETTY: 

Hits  like  The  Bird 
cage  make  MGM 
easier  to  sell 


ting  few  if  any  lawmake: 
will  argue  on  Credit  Lyo: 
nais'  behalf. 

But  lawmakers  are  just  ; 
~  reluctant  to  come  to  the  a 
of  Parretti.  His  iffy  history  includes 
conviction,  now  under  appeal,  in  Italy  i 
volving  currency  transactions.  Notes  oi 
Senate  staffer:  "This  is  more  like  a  far 
ily  feud  than  a  public  policy  debate." 

And  what  a  family  it  is.  Poor  mg 
has  been  battered  over  the  last  fe 
years  as  it  has  been  bought,  sold,  ar 
foreclosed  upon.  With  this  latest  wrai 
gling  between  its  current  and  pa! 
owners,  mgm  doesn't  look  like  it  wi 
be  rid  of  these  characters  for  son 
time  to  come. 

By  Amy  Barrett  in  Washingtc 
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L  he  company  l  nea  i  o  I  auor  /\  rrogram 
7rom  A  Number  Of  Different  Providers. 


bey  were  buying  their  managed  care  services  in  pieces.  But  the  fit  wasn't  right.  We  showed 


em  our  integrated  seamless  program. 


iage  specialists  joined  to  medical 


oviders  connected  to  rehabilitation 


^pQ\jK     services--all  tied  into 


aims  management.  With  immediate  access 


M 


iff  I 


We  Said  Cut  From  The  Same  Cloth. 


information.  We  demonstrated  the  savings  on  each  component.  It  made  them  look 


LIBERTY 

ce  a  million  bucks.  For  managed  care  that  fits  perfectly,  call  us.  MUTUAL 


995  Liberty  Mutual  Group 


HEWLETT 
PACKARD 


www.hp.com/go/computing 


People 


WHIZ  KIDS  

WHO  NEEDS 
A  DEGREE? 

"It's  all  intuitive"  for  Chris 
Oliver,  Cabletron's  ace  techie 

Christopher-  J.  Oliver  needed  an  in- 
spiration. The  director  of  engineer- 
ing for  Cabletron  Systems  Inc.  saw 
his  best  engineers  tied  up  in  knots  over 
the  design  of  a  new  computer  network 
switch.  The  company  seemed  in  danger 
of  losing  its  edge  in  the  rough-and-tum- 
ble market  for  networking  equipment. 

At  home  with  a  pencil  and  a  note- 
book, Oliver  sketched  out  diagrams  for 
what  would  become  the  SmartSwitch, 
introduced  last  year  as  Cabletron's  bid 
to  remain  the  dominant  provider  of 
high-end  hubs  and  switches  that  trans- 
mit data  among  computers.  Says  compa- 
ny co-founder  Craig  R.  Benson:  "In  a 
couple  of  weekends,  he  managed  to  find 
the  breakthrough  that  20  guys  had  been 
working  on  for  eight  months." 

In  an  industry  notorious  for  techno- 
logical complexity,  the  person  Cabletron 
counts  on  to  keep  it  in  the  game  is  the 
35-year-old  Oliver — whose  education 
ended  with  six  months  of  vocational 
training  after  high  school.  "It's  all  intui- 
tive," says  Paul  Johnson,  an  analyst 
with  Robertson,  Stephens  &  Co.  "He 
doesn't  have  the  formal  training,  and 
yet  he  has  been  the  technical  architect 
behind  a  billion-dollar  company." 
BAD  BOYS.  In  1985,  Benson,  a  friend, 
hired  Oliver  as  employee  No.  5  at  Cable- 
tron, which  got  started  in  a  garage,  cut- 
ting computer  cable  to  order.  Today, 
Cabletron  is  part  of  the  networking  in- 
dustry's top  tier,  alongside  3Com,  Bay 
Networks,  and  Cisco  Systems.  For  the 
fiscal  year  ending  Feb.  29,  the  company 
is  expected  to  report  profits  of  $216  mil- 
lion on  sales  of  $1.1  billion — a  gain  of 
about  31%  for  both. 

In  recent  years,  Benson  and  co- 
founder  S.  Robert  Levine  have  become 
known  as  networking's  bad  boys,  putting 
down  rivals,  feigning  takeovers,  and 
winning  praise  for  taking  meager  sala- 
ries— even  though  the  value  of  their 
joint  29%  stake  has  soared  with  Ca- 
bletron's overall  capitalization,  now 
about  $4.9  billion. 

Oliver  has  become  known  for  his 
sense  of  where  the  industry  is  going. 
When  rivals  moved  rapidly  to  adopt  a 
network  standard  known  as  ATM,  for 


"VISIONARY" 


Oliver's  baby, 
SmartSwitch,  links  four 
times  as  many  computers 
as  rival  products 


asynchronous  transfer  mode,  Oliver  held 
back.  Cabletron  introduced  some  ATM 
products  in  February — but  waiting,  he 
says,  let  him  avoid  overinvesting  in  a 
technology  that  proved  slow  to  catch 
on.  "When  the  whole  industry  was  run- 
ning to  invest  in  atm,  I  said  'Why?'"  he 
boasts.  "Just  because  it's  the  new  thing 
doesn't  mean  it's  the  right  thing." 

Ironically,  detractors  sometimes  say 
Cabletron's  products  are  too  advanced. 
But  suppliers  and  analysts  credit  Oli- 
ver with  an  uncanny  grasp  of  network- 
ing's constantly  shifting,  interlocking 
standards  and  technologies.  The  unfold- 
ing of  such  natural  gifts  is  not  uncom- 
mon in  software — Bill  Gates  is  the  pro- 


•  MACHINERY  GUY":  Oliver  % 
building  a  plane  from  a  ki 

totypical  nerd  who  dropped 
and  made  good.  But  Olivi 
peers — and  subordinates — 
electrical  engineers  with  mi 
pie  degrees.  Networking 
"rocket  science,"  says  anal 
Esmerelda  Silva  of  Internat: 
al  Data  Corp. 

Oliver's  boldest  gamble 
far  is  his  reliance  on  compv 
chips  known  as  asics — appi 
tion-specific  integrated 
cuits — to  handle  the  comj: 
queueing  of  data  in  high-sp 
networks.  "This  is  a  mechan 
problem,  and  I'm  a  machin 
guy,"  Oliver  says.  "So  I  b 
a  machine."  His  "machine"  v 
a  custom  chip  that  hardwi: 
in  one  piece  of  silicon,  m; 
routing  tasks  previously  j 
formed  by  software.  The  ju 
in  performance  is  impress: 
The  SmartSwitch  can  link  f 
times  as  many  computers 
rival  products  and  boosts  d 
transmission  speed  by  a  fac 
of  five.  John  Leediker,  Ir 
Corp.'s  general  manager 
networking  and  imaging,  c 
the  advance  "visionary." 
COWBOY  BOOTS.  Oliver  doe 
claim  to  know  the  source  of 
knack.  Growing  up  in  Danv 
Mass.,  he  devoured  Popu 
Mechanics  and  cared  m 
about  motorcycles  and  tn 
than  school.  His  father,  v 
ran  a  machine  shop,  often  t 
him  to  nearby  Salem  to  wa 
the  trains.  His  parents  worr 
he  says,  when  he  quit  work 
a  bench  technician  to  j 
Cabletron. 

A  "machinery  guy"  on  ; 
off  the  job,  Oliver  designed 
own  car — a  mid-engine  Corvette  b 
with  parts  his  father  helped  machi 
Now  he's  assembling  a  single-eng 
plane  from  a  kit.  And  he  and  his  sea 
wife,  Christine,  are  designing  a  $10  i 
lion  house. 

Oliver's  growing  prominence  i 
wealth — his  1.8%  stake  in  Cabletroi 
worth  about  $88  million — have  fue 
his  already  supreme  self-confider 
Wearing  cowboy  boots  and  spout 
cocky  self-assessments — "I  love  char 
I  run  toward  change" — he  seems  aim 
ripe  for  a  fall.  Then  again,  in  an  ind 
try  that  punishes  technical  screwups 
morselessly,  he  hasn't  stumbled  yet. 
By  Paul  C.  Judge  in  Rochester,  N. 
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PUTNAM  401(k)  P 


our 


ci  ients 


GET  MORE  FROM  US 


so      ey  won 


't  J 


eman 


More  Of  You. 


We  know  that  when  it  comes  to  small- 
husiness  401(h)  plans,  the  sale  is  often  the 
smallest  part  of  selling.  There's  also  the 
follow-up,  the  maintenance,  and  the  ques- 
tions. That  s  why  we  provide  the  highest 
level  of  sales  support  in  the  industry, 
including  a  team  that  stays  on  the  case 
from  set-up  through  administration,  pro- 


PUTNAM 

INVESTMENTS 


IOSTON- LONDON- TOKYO 


vides  customized  questionnaires,  educa- 
tional materials,  and  immediate  access  to 
our  on-line  datahase.  Which  leaves  you 
more  time  to  he  more  productive.  So  con- 
tact a  Putnam  representative  an  d  find  out 
more  ahout  how  we  can  help.  Providing  a 
401(h)  plan  will  always  heep  you  husy. 
But  you  shouldn't  he  heside  vourself. 


HONORED 


TRADITION 


MONEY 


MANAGEMEN 


DimThe  Lights,  Put  C 
And  It's  Just^bu  Ar 


>me  Music, 
>0  Horses. 

be  280-Horsepower  Lincoln  Mark  VI II 

u  sit  in  an  almost  infinitely  adjustable  seat, 
mpered  by  top-grade  leather  and  hand-finished  burl 
limit.  Inviting  blue  light  illuminates  the  analog 
uges  placed  before  you  in  a  dramatic  wraparound 
strument  panel.  Your  favorite  music  plays  through  a 


superb,  acousti- 
cally designed 
sound  system. 

All  in  all,  BBBB 
it's  the  perfect  setting  for  an  intimate  meeting 
between  you,  your  favorite  road  and  the  280  horses 
of  the  Lincoln  Mark  VIII  luxury  coupe. 

It's  a  meeting  made  even  more  rewarding  by  the 
impressive  attributes  of  MarkVIII's  exclusive  InTech™ 
System.  InTech  pairs  the  adrenaline-stirring  perfor- 
mance of  an  all-aluminum,  4.6-liter,  32-valve  V-8 
engine  with  the  exceptional  handling  of  a  road-tuned 
air  suspension.  MarkVIII's  suspension  is  so  sophisti- 
cated it  actually  lowers  the  car  at  highway  speeds  for 
improved  aerodynamics  and  even  better  handling. 

And  to  ensure  that  your  meeting  with  the  road 
stays  as  civilized  as  possible,  Mark  VIII  also  has  anti- 
lock  brakes  and  available  electronic  traction  assist. 

For  more  information,  call  1  800446-8888 
or  enter  http://www.Lincolnvehides.com  for  Internet 
access.  Better  yet,  visit  a  Lincoln  dealer  where  an 
intimate  —  and  exhilarating  —  meeting  between  you 
and  the  Mark  VIII  can  easily  be  arranged. 

LINCOLN 

What    A    Luxury    Car    Should  Be 


Make  The  Most  Of  Your  Time  In  The  Aif 

Productive  types  appreciate  all  the  amazing  things  Airfone"  Service  lets  you  do  in  flight.  Conservative  typ 
welcome  its  reasonable  price.  As  for  lazy  types,  well,  the  only  thing  they  usually  reach  for  is  a  pillow. 


Airfone 


3eople 


ITREPRENEURS 


HIS  IS  MY  LAST  STARTUP. 
IONEST 

)n  Jones  vows  he'll  stay  with  his  latest,  Industry.Net 


v: 


ith  every  seminar 
at  Carnegie  Mel- 
lon University, 
nald  H.  Jones  felt  the 
issure  mount.  In  his 
n  role  as  lecturer, 
les,  legendary  in 
tsburgh  as  an  entre- 
meur,  was  proving 
te  a  raconteur.  As  he 
minted  his  adven- 
es building  and  sell- 
three  high-tech  com- 
lies,  his  students 
ran  surrounding  him 
sr  class,  begging  him 
start  one  more  com- 
ly — with  them.  "0.  K., 
they'd  say  when 
les  insisted  he  had  no 
ns.  "But  if  you  were 
ng  to  start  another, 
at  would  it  be?" 
Finally,  Jones  relent- 

"I  do  have  this  one  idea...,"  he 
:alls  saying.  With  that,  the  Jones 
press  was  off.  He  started  calling  his 
b  of  investors,  who  have  made  mil- 
n.s  with  him,  and  his  technical  bud- 
s,  asking  if  they'd  like  to  take  anoth- 
ride.  In  short  order,  he  had  a  team 
1  a  new  company — Industry.Net,  an 
ine  matchmaking  service  for  compa- 
ss and  suppliers. 

ER  HIS  HEAD?  That  was  1990.  By  now, 
;ed  on  Jones's  record,  the  company 

)Uld  be  Sold,  the  moil-  mmmismmmmsgmsm 

in  the  bank.  Instead, 
lanuary,  the  unassum- 
;  Jones  brought 
Dard  a  high-profile 
D — Jim  P.  Manzi,  who 
it  as  ceo  of  Lotus 
velopment  Corp.  last 
tober,  three  months 
er  IBM  bought  it. 
In  the  life  of  every 
;h-tech  startup,  Jones 
plains,  there's  a  point 
len  the  focus  must 
ive  to  marketing.  At 
it  point,  you  sell,  or 
u  raise  millions  and 
Dot  for  the  big  time. 


BY  POPULAR  DEMAND:  Jones's  Carnegie  Mellon  sttidents  made  him  do  it 


With  Industry.Net,  which  soon  evolved 
into  an  industrial  "mall"  on  the  World 
Wide  Web,  Jones  opted  to  take  his  shot. 

But  not  alone.  Last  fall,  he  visited 
headhunter  David  Beirne  and  said  he 
wanted  to  hire  the  best  ceo  in  the  coun- 
try. Beirne  produced  a  list  of  20  names. 
When  he  saw  Manzi's,  Jones  says,  he 
told  Beirne:  "I  don't  want  to  talk  to 
anyone  else."  He  was  impressed  that 
Manzi  had  built  Lotus  in  a  fiercely  com- 
petitive market.  In  January,  Jones  met 


Manzi,  sold  him  a  big  minority  stake, 
and  hired  him.  Manzi  says  he  was 
drawn  to  Jones  because  they  both  see 
people  as  a  company's  chief  asset. 

Now,  Industry.Net,  one  of  the  biggest 
Web  businesses,  is  on  a  major  growth 
push.  It's  hiring  programmers  in  nearly 
every  major  U.  S.  city,  and  a  public  offer- 
ing is  likely.  Jones,  now  chairman,  runs 
operations  in  Pittsburgh,  while  Manzi 
drives  for  international  growth  from 
Boston.  Jones  says  Manzi  has  told  him: 
"You  keep  the  wheels 
running,  while  I  put 
wings  on  this  thing." 

It's  a  new  world  for 
Jones,  who  has  never 
paraded  any  of  his  clan- 
nish companies  down 
Wall  Street  or  before 
the  media,  never  sub- 
jected one  to  such  a 
growth  push — and  nev- 
er shared  power  with  a 
hard-driver  such  as 
Manzi.  In  early  March, 
when  four  key  Lotus 
vice-presidents  left  to 
join  Industry.Net, 
Manzi's  edge  seemed 
evident.  Some  former 
colleagues  say  the  hires 
are  meant  to  hurt 
Lotus,  not  help  Indus- 
try.Net. Says  Manzi:  "I 
don't  know  what's 
Lotus.  I'm  looking  to 


Jones  Starts  'Em  and  Sells  'Em 


COMPANY 

LAUNCHED 

PRODUCT 

COMPANY 
SOLD 

RESEARCH 

1968 

Precise  motor  controls 
to  automate  manufacturing 

1976,  to 
Switzerland's 
Contraves 

RECOGNITION 

1979 

Industrial  directories  pro- 
duced with  PCs  and  modems 

1981,  to 
A.B.  Dick 

INTERNATIONAL 
CYBERNETICS 

1982 

Brains  for  industrial 
machinery 

1985,  to  Gould 
Electronics 

P>:Y,.s,; 

1990 

Industrial  "mall"  on  the 
World  Wide  Web 

going  on  at 
attract  quality  people." 

Could  Jones  be  over  his  head  with  the 
notoriously  prickly  Manzi?  The  entre- 
preneur, who  spoke  to  many  people  who 
had  worked  for  Manzi  before  hiring  him, 
denies  any  tensions.  "Our  chemistries," 
he  insists,  "are  incredibly  parallel." 

Jones,  58,  has  spent  his  whole  life 
around  Pittsburgh;  he  grew  up  on  a  farm 
nearby.  Like  many  area  engineers,  he 
got  his  start  at  Westinghouse  Electric 
■w  *•»  -  <  nrp.,  in  l'.Hil.  Wilhin 
months,  he  quit  to  join  a 
smaller  company,  J.  W. 
Fecker,  which  built 
machinery  to  control 
the  motion  of  satellite 
systems.  There,  he 
began  meeting  the  tech- 
nologists and  investors 
who  would  join  his  four 
startups. 

In  1968,  Jones  found- 
ed Control  Systems 
Research  to  make 
machines  to  control  the 
speed  and  modulation  of 
motors.  The  technology 
was  "very  rudimen- 
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tary,"  recalls  Myles  Berkman,  an  origi- 
nal investor,  "but  Don  could  always  push 
things  ahead  of  the  curve."  In  1976, 
Jones  sold  csr  to  Contraves  Inc. 

By  then,  the  personal-computer  rev- 
olution was  at  hand,  and  "I  got  interest- 
ed in  databases,"  Jones  says.  He  set  up 
a  company  that  used  a  Tandy  PC  and  a 
modem  to  assemble  industrial  directo- 
ries. Soon,  Technology  Recognition 
Corp.  was  selling  directories  world- 
wide— and  Jones  sold  it  to  A.  B.  Dick  Co. 

That  was  in  the  early  1980s,  when 
companies  were  eager  to  automate  to 
cut  costs.  With  General  Motors  Corp. 
earmarking  $40  billion  to  revamp 
plants,  Jones  saw  a  gaping  market.  He 
founded  International  Cybernetics  to 
develop  industrial  robots — but  soon 
altered  the  plan.  Reasoning  that  compa- 
nies would  pay  dearly  to  avoid  retooling 
whole  factories,  he  moved  IC  into  mak- 
ing control  boxes  to  add  to  existing 
machines.  Soon  GM  gave  him  a  fat  con- 
tract for  the  new  Saturn  plant  in 
Spring  Hill,  Tenn.  In  1985,  Gould  Elec- 
tronics bought  ic  for  $40  million,  most 
of  which  went  to  Jones. 
NO  BEHEMOTHS.  In  1987,  Jones  gave  $1 
million  to  Carnegie  Mellon's  entrepre- 
neurial center  and  turned  to  teaching.  "I 
come  home  at  10,"  he  says,  "and  my 
wife  says,  'I  can  tell  you've  been  teach- 
ing. You're  all  pumped  up.' " 

His  students  get  pumped  up,  too, 
which  is  how  Industry.Net  was  born. 
Jones  &  Co.  first  saw  the  company  as  a 
kind  of  computer  dating  service  for 
industry,  providing  companies  and  sup- 
pliers the  data  to  find  the  right  match. 
Then,  in  1993,  D.  Navin-Chandra,  a 
computer-science  professor  at  cmu, 
gave  Jones  his  first  look  at  the  World 
Wide  Web.  Within  minutes,  Jones  says, 
he  decided  to  put  Industry.Net  on  the 
Web  and  turn  it  into  an  industrial 
mall.  He  also  offered  the  professor  a 
part-time  job.  "I  said,  'This  is  where  the 
action  is,'  "  Jones  recalls. 

And  how.  Today,  some  4,500  manufac- 
turers and  suppliers,  from  IBM  to  tool 
and  die  shops,  pay  from  $3,000  to  $8,000 
a  year  to  maintain  electronic  storefronts 
on  Industrv.Net's  site,  where  customers 
not  only  shop  but  also  complete  transac- 
tions. Industry  sources  put  last  year's 
sales  at  more  than  $28  million  and 
expect  them  to  double  this  year. 

Jones  wants  to  ride  this  one  all  the 
way.  While  his  industrial  ventures 
bucked  up  against  i-i'/uer  rivals,  he 
notes,  Industry.Net  fare-  no  behemoths. 
He  thinks  the  service  h;i-  reached  bare- 
ly 1%  of  its  potential  market.  And  what 
of  Jones's  role  in  the  company  Manzi  is 
increasingly  shaping  from  Boston?  It's 
murky.  But  given  Jones's  history,  he's 
not  likely  to  wind  up  poor,  or  alone. 

By  Stephen  Baker  in  Pittsburgh 


SEMICONDUCTORS 


RUNNING 
WAFER-THIN 

Silicon  famine  will  be  felt  all  the  way  up  the  food  chain 


Silicon  is  one  of  the  most  abun- 
dant elements  on  earth,  but  that's 
scant  comfort  for  the  makers  of 
silicon  semiconductors.  While 
some  investors  worry  about  a  possible 
glut  in  the  $56  billion  market  for  dy- 
namic random-access  memories  (drams), 
experts  at  Dataquest  Inc.  and  Rose  As- 
sociates point  to  an  issue  that  could 
have  longer-term  implications:  a  looming 
shortfall  in  silicon  wafers  that  will  crimp 
the  ability  of  chipmakers  to  fully  satisfy 
demand. 

How  severe  the  shortage  will  be  and 
how  long  it  will  last  are  in  dispute,  but 
many  believe  that  wafer  supplies  will 
get  tight  by  late  summer,  then  intensify 
in  1997  and  perhaps  1998.  Dataquest 
reckons  the  shortage  could  stretch  into 
the  next  century,  at  least  for  the  latest 
200-millimeter  size  (chart). 

There's  no  way  to  avert  a  short-term 
deficit,  because  wafer  suppliers  cannot 
expand  production  as  fast  as  chipmakers 
can.  From  now  until  2000,  the  world- 
wide chip  industry  will  build  140  fabs — 
or  fabrication  plants — says  Strategic- 
Marketing  Associates  Inc.,  a  market-re- 
search firm.  While  a  new  fab  can  go  up 
in  just  12  months,  building  a  wafer-mak- 
ing plant  takes  half  again  as  long.  Some 
chipmakers  might  take  a  hint  from  Mi- 
cron Technology  Inc.,  which  recently 
postponed  the  opening  of  its  next  fab, 
and  delay  cutting  the  ribbons  on  their 
own  new  plants.  But  that  won't  ease 
the  supply  problem,  says  Clark  J.  Fuhs, 
head  of  materials,  forecasting,  and  silicon 
research  at  Dataquest.  "Our  forecast  of 
tight  silicon  supplies  already  takes  into 
account  delays  in  some  dram  fabs 
planned  for  1997  and  1998." 
STRETCHED  THIN.  A  further  complica- 
tion is  that  wafer  makers  have  their 
own  supply  problems.  The  plants  that 
supply  them  with  raw  material — poly- 
silicon,  an  ultrapure  form  of  sand — take 
the  longest  of  all  to  build.  "You  need  at 
least  24  months  to  bring  a  new  polysili- 
con  plant  onstream,"  says  Duane  O. 
Townley,  a  vice-president  at  polysilicon- 
producer  Hemlock  Semiconductor  Corp. 


Polysilicon  suppliers  have  fallen  ui 
usually  far  astern  because  of  the  dr; 
matic  growth  in  the  chip  market.  TI 
chip  business  has  historically  gori 
through  cycles,  with  demand  slackei 
ing  every  three  years  or  so.  That  givt 
silicon  production  capacity  time  to  catc 
up.  But  the  chip  industry  hasn't  had  a 
off  year  since  1990.  Instead,  sales  hav 
exceeded  the  normal  growth  rate  c 


One  of  evei^^^l 
eight  disks  ^ 
in  production 
is  a  test  wafer; 
analyst^  V  [m>  £ 
suggest      1  -rf 
easing  the  ^ 
crunch  By 
using  fewer 
testers  r 


15% — topped  off  by  a  44%  explosion  i 
1995,  to  $155  billion.  Yet  the  Semicor 
ductor  Industry  Assn.  was  predictin 
as  late  as  October,  1994,  that  chip  oul 
put  in  1995  would  climb  only  15%.  As 
result,  says  Daniel  J.  Rose,  presiden 
of  Rose  Associates,  a  Los  Altos  (Calif 
consulting  firm,  "the  whole  food  chain  i 
stretched  right  to  a  thin  hair." 

The  semiconductor  industry  can  seer 
inscrutable  even  under  the  best  circuir 
stances.  Chipmakers  build  the  world' 
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nost  expensive  factories  to  turn  out  in- 
lustry's  cheapest  products:  transistors, 
,he  key  components  in  all  microchips, 
rhe  cost  of  building  wafer  fabs  doubles 
;very  three  years — the  tab  for  a  world- 
:lass  fab  now  stands  at  $1.25  billion  and 
ihould  hit  $3  billion  by  2000— yet  the 
mce  of  transistors  drops  20%  to  30%  a 
/•ear.  The  ever-cheaper  chips  continually 
ireate  new  markets  that  more  than  off- 
:et  the  smaller  revenues  from  each  chip. 
)DD  MATH.  Lately,  the  strange  arith- 
metic of  chipmaking  has  caused  more 
lead-scratching  than  usual.  Lingering 
:oncems  about  a  chip  surplus  intensified 
m  Feb.  26,  when  Micron  Technology, 
»ne  of  the  top-10  dram  makers,  an- 
louneed  a  delay  of  several  months  in 
he  opening  of  its  newest  chipmaking 
actory  in  Utah.  The  next  week,  Fujitsu 
jtd.  delayed  construction  of  its  next 
ab.  in  northeastern  England.  On  Mar.  6, 

fexas     Instruments  Inc.   

srarned  that  industry  sales  in  SAND  MAN:  Stolze, 
996  might  not  match  fore-  of  MEMC,  holding 


.■•line 


asts.  Why?  All  three  pointed  a  disk  of  ultrapure 
o  the  prices  of  drams,  which  poly  silicon 


lave  fallen  as  much  as  40%  since  De- 
ember,  drams  represent  one-third  of 
he  total  chip  market. 

The  plunge  in  dram  prices  has  had 
'epercussions  in  the  stock  market.  In 
anuary,  Tokyo's  Nomura  Research  In- 
ititute  downgraded  the  stocks  of  many 
Japanese  dram  producers.  That  trig- 
gered a  sell-off  by  Japanese  specula- 
ors.  The  same  thing  happened  on  Wall 
street — where  the  most  extreme  case 
vas  that  of  Micron.  Its  stock  peaked  at 


more  than  $94  last  September,  but  has 
since  plummeted  to  around  $30. 

Despite  the  indications  of  a  silicon 
shortage,  wafer  producers  will  likely 
be  cautious  in  adding  capacity.  They 
don't  want  to  repeat  the  fiasco  of  a 
decade  ago.  In  1984,  as  chip  sales 
-  zoomed  46%,  wafer  and  poly- 
silicon  companies  plowed  mil- 
lions into  expansions,  then 
watched  in  horror  as  chip 
sales  plummeted  in  1985. 
Ever  since,  there  has  been 
a  glut  that  has  forced  sup- 
pliers to  scrape  by  on  mar- 
gins of  2%  to  6%,  says  Rose. 
As  the  overcapacity  dwin- 
dled—from 112%  in' 1993  to 
50%  in  1994  and  to  17%  last 
year — profits  finally  picked 
up.  By  the  end  of  1995,  "our 
margins  had  improved  to 
25%,"  says  Chief  Financial 
Officer  James  M.  Stolze  of 
memc  Electronic  Materials 
Inc.,  a  leading  wafer  maker. 
DRAM  DEMAND.  The  current 
surplus  of  dram  chips  proba- 
bly won't  alleviate  the  wafer 
pinch,  because  the  glut  is 
temporary.  Late  last  year, 
dram  producers  got  caught 
by  an  unexpectedly  quick 
technology  shift  from  con- 
ventional, "fast  page  mode" 
(fpm)  chips  to  a  speedier 
type  of  dram  circuitry 
dubbed  "extended  data  out," 
or  EDO.  Demand  for  the  lat- 
ter was  sparked  by  comput- 
ers based  on  Intel  Corp.'s 
fastest  Pentium  chips  and 
rapidly  took  hold.  The  swing  from  fpm 
to  EDO  "happened  almost  overnight," 
says  James  J.  McGregor,  a  senior  ana- 
lyst at  chipwatcher  In-Stat  Inc.  As  a 
result,  dram  suppliers  are  scrambling 
to  crank  out  more  EDO  chips — and 
steeply  discounting  FPM  designs. 

Once  fpm  inventories  are  gone,  prices 
could  stabilize  or  even  increase  before 
returning  to  their  usual  decline.  But 
prices  won't  hold  the  line,  as  they  did 
for  three  years  before  the  blip  created 


by  the  fpm  glut.  Prices 
defied  the  historical  trend 
of  steady  declines  only 
because  supplies  were 
tight — a  consequence  of 
stingy  capital  spending  in 
the  early  1990s.  Now, 
dram  makers  such  as 
Samsung,  Hyundai,  and 
NEC  have  brought  many 
new  fabs  on  line,  with 
more  to  come. 

That's  good  news  for 
buyers  and  sellers  of  mul- 
timedia PCs.  To  handle 
more  daunting  sound  and  video  effects, 
these  computers  typically  come  stuffed 
with  up  to  four  times  as  much  memory 
as  the  PCs  of  just  a  couple  years  ago, 
when  4  megabytes  of  dram  was  con- 
sidered adequate.  Sales  of  multimedia 
pes  haven't  lived  up  to  expectations,  in 
part  because  prices  remain  so  high.  The 
cost  of  16  megabytes  of  drams  can  rep- 
resent a  third  of  a  PC's  total  price. 
LOCKED  IN.  Lower  dram  prices  should 
stimulate  demand  for  memoiy  chips  and 
power-packed  PCs  in  the  months  ahead. 
Indeed,  sales  of  drams  are  projected  to 
outpace  the  rest  of  the  chip  industry  in 
1996.  Last  year,  world  semiconductor 
sales  jumped  an  impressive  44% — but 
the  dram  business  was  even  more  spec- 
tacular, soaring  70%  above  1994.  For 
this  year,  the  Semiconductor  Industry 
Assn.  puts  dram  growth  at  40%  and 
overall  industry  growth  at  26%. 

To  cover  their  futures,  dram  pro- 
ducers and  other  big  chipmakers  are 
locking  wafer  suppliers  into  long-term 
contracts  that  guarantee  deliveries  for 
up  to  five  years.  Wafer  makers,  in  turn, 
are  striking  similar  deals  with  their 
polysilicon  suppliers — or  simply  acquir- 
ing them.  Because  captive  suppliers 
can't  say  no  to  their  owners,  the  poly- 
silicon crunch  should  ease  by  1997,  says 
Dataquest's  Fuhs. 

The  wafer  shortage  could  also  ease 
by  late  1997,  if  chipmakers  decide  to 
change  their  ways.  Today,  one  of  every 
eight  silicon  disks  on  the  production  line 
is  a  test  wafer,  used  to  verify  that  the 
"real"  wafers  are  processed  correctly. 
More  automated  production-control  sys- 
tems could  slash  this  waste.  Like  a  cob- 
bler's shop,  chip  fabs  often  depend  on 
reliable  but  old-fashioned  equipment. 
While  this  is  changing,  Dataquest  does 
not  expect  the  adoption  of  better  control 
systems  to  spread  fast  enough  to  pre- 
vent a  tightening  of  wafer  supplies  in 
the  decade's  waning  years.  And  if  un- 
dercapacity  increases  by  2000  to  the 
25%  shortfall  predicted  by  Dataquest, 
some  fabs  may  be  locked  up  out  of  ne- 
cessity, not  choice. 

By  Otis  Port,  with 
in  New  York 


William  Winkler, 
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Ifoull  see  a  lot  r 
than  you  e 


LEADERSHIP.  Companies  that  have  it  possess  the  vision 
to  reinvent  themselves  by  recognizing  and  leverag 
ing  global  business  opportunities.  A  The  way  df*4* 

Rockwell,  over  the  last  ten  years,  has  transformed 
itself  into  a  dynamic  commercial  force. 
A  Today  Rockwell's  leadership  is  reflected 
in  a  sales  mix  that  is  more  than  70  percent 
commercial  and  international  business. 
Making  us  a  rapidly  growing  $13 


Changing  Sales  Composition 


Total 
Sales 


Commercial 
and 

International 


billion  force  in 


di 


i verse  m 


arkets 


ranging  from 


1995 


1985 


From  1985  to  1995, 


Rockwell  changed  its  sales 
mix  to  more  than  70  percent  commercial 
and  international  by  leveraging  new  tech- 
nologies and  products,  unique  synergies, 
ana  global  opportunities  to  aggressively 
serve  its  customed. 


avionics 


and 


automotive  components  to 
industrial  automation  —  while 


Automation      A      Avionics      A      Semiconductor    Systems       A      A  e  r  o  s  | 


Rockwell 
aginecL 


maintaining  our  leadership  positions  in  aerospace  and 

defense  electronics.  A  Whether  we're  putting 
ia»*^         our  Collins  avionics  on  every  major  airline. 

Putting  our  brakes  on  75  percent  of  all  new  big 
rigs.  Equipping  70  percent  of  the  world's  modems 
with  Rockwell  chips  for  computer  and  fax 
communications.  Or  building  a  $4  billion 
global  industrial  automation  enterprise 
with  our  Allen-Bradley  and  Reliance 
Electric  businesses.  A  It's  time  to  change 
your  perception  of  Rockwell.  For  further 
information  about  our  activities,  write 
to  Rockwell,  P.O.  Box  4251,  Dept.  BWU, 
Seal  Beach,  CA  90740-8251.  These  days,  we're  a  very 
different  company  from  the  one  you  think  you  know. 


ics       A  Automotive 


'1*  Rockwell 


Introducing  the  future. 
The  HP  Color  LaserJet  I 


In  the  past,  winning  new  businej 
was  a  black  or  white  propositioi 


i. 

 'WIH*  

First  impressions  are  important,  but  busine 
is  often  won  or  lost  based  on  last  impn 
sions.  So  why  shouldn't  your  proposals  1 
as  impactful  and  persuasive  as  possible 
With  the  new  HP  Color  LaserJet  5  printe 
they  can.  Dramatic  improvements  in  tecl 
nology  allow  the  Color  LaserJet  5  to  creal 
1200  dpi  equivalent  image  quality,  literal 
producing  millions  of  permanent  solid  colo 
The  Color  LaserJet  5  is  compatible  with  al 
popular  software  and  is  fully  networkabl 
Best  of  all,  with  its  remarkably  low  cost  c 
ownership,  you'll  be  amazed  at  how  litt 
it  costs  to  add  color  to  your  documents 
Call  1-800-LASERJET  Ext.  1443  for  som 
thoroughly  convincing  print  samples.  So  y 
c  an  start  claiming  business  victories  todE 


IEWLET" 

S199G  Hewlett-Packard  Company  See  us  at  http  //www  hp  com  PE12593 
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Developments  to  Watch 
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1IVIDING  AND 
CONQUERING 
IUT0  EMISSIONS 

:atalytic  converters  have 
ieen  remarkably  successful 
n  reducing  auto  emissions. 
Sut  the  Environmental  Pro- 
ection  Agency  is  looking  for 
mprovements.  Starting  with 
he  1996  model  year,  the  EPA 
rill  require  a  dashboard 
earning  light  that  indicates 
atalytic  converter  malfunc- 
ion.  Also,  this  summer,  the 
gency  will  issue  a  rule  reg- 
ilating  "command  enrich- 
nent" — the  delivery  of  extra 
uel  to  help  cool  an  accelerat- 
ing engine,  at  the  cost  of  a 
iuge  jump  in  carbon  monox- 
ie  emissions. 

Taking  a  different  ap- 
iroach  to  cleaning  up  ex- 
lausts,  the  Energy  Dept.'s 
Lrgonne  National  Laboratory 
ias  devised  a  system  that 
aptures  air  and  uses  a  mem- 
irane  to  divide  it  into  two 
treams,  one  rich  in  oxygen 
nd  one  rich  in  nitrogen.  The 
xygen-rich  stream  flows  into 
he  engine.  That  helps  the 
uel  burn  more  completely, 
iut  it  also  creates  extra  ni- 
rogen  oxide  emissions.  To 
emedy  that,  the  nitrogen- 
ich  air  stream  is  fed  to  the 
xhaust.  There  a  spark  plug 
ireaks  up  the  nitrogen  mole- 
ules.  They  react  with  nitro- 
gen oxides  to  form  harmless 
dtrogen  and  oxygen.  Ar- 
;onne  says  the  system  cuts 
dtrogen  oxide  emissions  by 
nore  than  half. 

Corning  Inc.  has  also  made 
i  contribution  to  auto-ex- 
laust  cleanup.  It  has  devel- 
iped  a  so-called  zeolite  to 
oak  up  exhaust  gases  that 
vould  otherwise  escape  be- 
bre  the  catalysts  are  hot 
snough  to  kick  in  and  cleanse 
hem.  Corning  says  the 
ipongelike  mineral  helps 
lash  hydrocarbon  emissions 
o  below  the  ultralow- 
;missions  vehicle  standard 
'or  2000. 


NO  CHINK  IN  THIS  CERAMIC  ARMOR? 

FIVE  YEARS  OF  WORK  HAS  YIELDED  A  CERAMICS  BREAK- 

through — a  material  similar  to  what's  used  for  dinner 
plates,  but  so  tough  it  may  end  up  as  armorplate  on 
tanks.  "We're  also  looking  at  pistons  and  turbines"  for 
auto  and  jet  engines,  says  the  material's  developer, 
William  W.  Predebon  of  Michigan  Technological  Univer- 
sity in  Houghton.  Another  possible  use:  Industrial  cut- 
ting tools  that  easily  chew  through  high-strength  metals. 

The  secret  of  the  new  alumina  ceramic?  Predebon 
took  things  out  of  the  usual  ceramic  mix.  Ceramics  are 
difficult  to  process,  so  they  normally  contain  sintering 
aids  to  help  hold  the  ceramic  mix  together.  But  when 
Predebon  inspected  ceramic  fractures  under  a  micro- 
scope, he  noticed  the  breaks  often  occur  in  the  sintering 
additives.  So  he  removed  that  weak  link  by  developing 
a  new  processing  method,  using  a  hot  vacuum  press, 
that  doesn't  need  additives. 

The  resulting  material  is  so  tough  it  doesn't  break 
until  he  applies  50%  more  pressure  than  alumina  ceram- 
ic is  supposed  to  tolerate.  Under  normal  conditions,  it 
can  withstand  almost  as  much  pressure  as  tungsten-car- 
bide steel,  one  of  the  strongest  materials  around.  And 
under-  high  loading — such  as  extreme  pressure  from  the 
impact  of  an  artillery  shell — the  ceramic's  toughness  ac- 
tually increases,  beating  tungsten-carbide  steel  by  37%. 


m  Blood  clots  kill  200,000  peo- 
ple each  year.  Many  victims 
are  too  ill  to  be  treated  with 
the  blood-thinning  drugs  that 
can  prevent  clots.  Now,  doc- 
tors at  the  Medical  College 
of  Virginia  in  Richmond  are 
testing  a  filter  that  is  put  in 
an  artery  to  catch  clots.  The 
filter  is  removed  when  pa- 
tients can  receive  anticoagu- 
lants. And  the  choice  of 
anticoagulants  might  soon  in- 
crease, thanks  to  research  on 
hookworms.  The  gene  for  the 
substance  they  secrete  to 
keep  blood  from  clotting- 
while  they  feed  has  been 
cloned  jointly  by  scientists  at 
Yale  University  and  Corvas 
International  Inc.,  a  San 
Diego  company. 
■  Next  March,  the  University 
of  Illinois  plans  a  birthday 
bash  for  hal,  the  computer  in 
2001:  A  Space  Odyssey.  In  the 
movie,  which  was  released  28 
years  ago,  writers  Arthur  C. 
Clarke  and  Stanley  Kubrick 
have  hal  being  built  at  the 
university  in  1997.  To  join  the 
fun,  Clarke  plans  to  link  up 
via  satellite  from  his  home  in 
Sri  Lanka  on  March  14. 


REAL  LESSONS  FROM  A  PSEUD0TUT0R 


IF  HERMAN  AND  HIS  KIND 

can  live  up  to  the  initial 
raves  of  students  at  Martin 
Middle  School  in  Raleigh, 
N.C.,  teachers  will  soon  be 
getting  help  from  pseudo- 
space.  A  bug-like  alien 
dreamed  up  by  researchers 
at  North  Carolina  State 
University,  Herman  is  just 


a  computer  simulation,  but 
a  savvy  one. 

He's  a  tour  guide  for  the 
Design- A-Plant  program.  To 
teach  botany  to  children 
aged  9  to  14,  Herman  takes 
them  to  four  planets  and 
explains  the  different  ecolo- 
gies. Then  Herman  chal- 
lenges each  student  to  de- 


vise a  plant  suited  for  that 
planet.  By  analyzing  the  re- 
sponses to  periodic  ques- 
tions, Herman's  artificial- 
intelligence  component  sizes 
up  its  human  students  and 
adjusts  the  interactive  pres- 
entation accordingly.  For 
families  that  can't  afford  a 
personal  tutor,  Herman  the 
pseudotutor  could  be  the 
next  best  thing. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmar@businessweek.com 
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1 995  WAS  ONE 
FOR  THE  BOOKS 

America's  most  valuable  companies  grew  even  more  valuable-by  a  record  35% 


For  Cisco  Systems  Inc.,  1995  was  the  year  when  all  the 
chips  fell  into  place.  Corporations  were  suddenly  rac- 
ing to  do  more  of  their  business  across  computer  net- 
works— including  the  Internet.  And  as  the  network 
traffic  rose,  so  did  demand  for  the  switches  that  Cisco 
makes  to  manage  the  Net.  Sales  raced  up  73%  last  year,  to 
$2.7  billion,  while  earnings  rocketed  94%,  to  $634  million. 
"Less  than  1%  of  the  world  has  Internet  access,"  exults  Cis- 
co Chief  Executive  John  T.  Chambers.  'We're  in  the  veiy  ear- 
ly innings  of  this  game." 

And  up  in  the  bleachers,  investors  are  cheering:  Cisco's 
market  value  soared  189%,  to  $26.3  billion.  The  hefty 
gain  sent  Cisco  scrambling  up  this  year's  busi- 
ness week  1000,  the  annual  roster  of  Amer- 
ica's most  valuable  companies.  Just  10 


years  old,  the  company  now  ranks  No.  40,  surrounded  b; 
venerable  titans  such  as  Boeing  Co.  and  3M. 

The  fundamentals  couldn't  have  been  more  different  a 
Ford  Motor  Co.,  which  spent  much  of  1995  stuck  in  neutra 
Hit  by  slowing  car  demand  and  costly  new  product  introduc 
tions,  Ford's  sales  rose  just  7%,  while  profits  fell  22%,  t 
$4.1  billion.  Yet  as  the  greatest  bull  market  in  history  gallopei 
past  its  fifth  year,  investors  bid  Ford's  value  up  36%  anyway 
It  was  a  remarkable  year  for  Corporate  America.  Th 
business  week  1000,  which  ranks  the  largest  public  compa 
nies  by  their  market  value  as  of  Feb.  29,  climbed  35%,  an  all 
time  record.  With  inflation  low,  interest  rates  i 
check,  and  productivity  high,  Wal 
Street  suspended  disbelief  a 
one  company  after  anothe 


THE  TOP  15 

IN  MARKET  VALUE 

CURRENT  VALUE 

PERCENT  1 

RANK 

COMPANY 

BILLIONS  OF 

CHANGE  FROM  I 

DOLLARS 

A  YEAR  AGO  I 

1 

GENERAL  ELECTRIC  $125.8 

35%  1 

2 

AT&T 

101.2 

25  1 

3 

COCA-COLA 

101.1 

44  1 

4 

EXXON 

98.7 

24  1 

5 

PHILIP  MORRIS 

82.8 

60 

6 

MERCK 

81.6 

54  J 

IBM 

68.5 

55  1 

1 

I 

JOHNSON  &  JOHNSON 

60.6 

66  I 

MICROSOFT 

58.2 

59  I 

10 

PROCTER  &  GAMBLE 

56.3 

23  1 

11 

HEWLETT-PACKARD 

51.4 

12 

PEPSICO 

49.8 

13 

WAL-MART  STORES 

48.7 

'  14 

INTEL 

48.3 

47  I 

\  15 

AMERICAN  INTL  GROUP  45.9 

40  § 

THE  TOP  15 
IN  SALES 


RANK  COMPANY 


1995  SALES  PERCENT 
BILLIONS  OF   CHANGE  FROM  | 
DOLLARS       A  YEAR  AGO 


I  1 

GENERAL  MOTORS 

$168.8 

9%  I 

1  2 

FORD 

137.1 

7 

1  3 

EXXON 

109.6 

8 

8  4 

WAL-MART  STORES 

93.6 

13 

I  5 

AT&T 

79.6 

6 

1  6 

MOBIL 

74.9 

11 

1  7 

IBM 

71.9 

12 

1  8 

GENERAL  ELECTRIC 

70.0 

17 

1  9 

CHRYSLER 

53.2 

2 

1  10 

PHILIP  MORRIS 

53.1 

-1 

8 11 

DUP0NT 

42.2 

7 

I  12 

CHEVRON 

37.1 

4  I 

I  13 

TEXACO 

36.8 

io  ! 

1  14 

SEARS  ROEBUCK 

34.9 

6 

§  15 

PROCTER  &  GAMBLE 

34.9 

11  j 
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numed  out  strong,  steady  earnings.  De- 
3ite  a  slowing  economy,  profits  overall 
rew  15%  on  a  12%  revenue  hike.  Add  to 
lat  investors'  willingness  to  reward  vir- 
lally  any  move — from  spin-offs  to  merg- 
rs  to  stock  buybacks — and  1995  was  a 
ikewalk. 

But  as  the  savage  market  fluctuations 
F  early  March  showed,  1996  is  shaping  up 
lore  like  a  walk  on  the  wild  side.  With 
le  economy  sending  increasingly  con- 
icting  signals,  such  volatility  will  remain 
big  feature  of  the  landscape.  And  that's 
taking  a  repeat  of  last  year's  across-the- 
aard  gains  look  less  likely  by  the  day.  Al- 
lough  a  huge  inflow  of  retirement  money 
)ntinues  to  backstop  the  market,  skit- 
sh  investors  are  becoming  more  dis- 
•iminating.  "This  period  really  will  sepa- 
ite  the  grownups  from  the  kids,"  says 
wight  L.  Gertz,  a  vice-president  of  New 
ork-based  Mercer  Management  Consult- 
ig  Inc. 

M.SE  TIDE?  For  the  12  months  ending  Feb.  29,  however,  al- 
most everyone  enjoyed  a  playday.  Strong  fundamentals  had  a 
g  role:  Corporate  America  continued  to  reap  the  benefits  of 
irlier  restructuring,  as  constant  attention  to  costs  left  many 
i  far  better  fighting  shape  than  ever  before.  And  with  infla- 
on  at  just  2.7%,  short-term  rates  were  cut  from  6%  in  ear- 
i  1995  to  5.25%  in  January.  The  result:  Companies  churned 
at  high-powered  earnings  even  as  the  economy  slipped  into 


THE  TOP  15 
IN  PROFITS 


lower  gear.  And  the 
ebbing  of  inflation 
fears  left  investors 
willing  to  pay  more 
for  a  dollar  of  earn- 
ings than  they  once 
were.  "What  1995 
said — when  we 
marked  stock  val- 
ues up — was  that 
we've  won  the  war 
against  inflation," 
says  David  G.  Shul- 
man,  chief  equity 
strategist  at  Sa- 
lomon Brothers. 

But  supply  and 
demand  also  had  a 
lot  to  do  with  the 
market's  rise.  As 
millions  of  baby 
boomers  plan  for 
retirement,  individual  investors  are  throwing  oceans  of  dollars 
into  equities.  Last  year,  $128.2  billion  flooded  into  stock  mutual 
funds  alone.  At  the  same  time,  mergers  and  share  buybacks 
are  eliminating  record  levels  of  equity.  Even  the  initial-public- 
offering  market  couldn't  make  up  the  difference.  According  to 
Securities  Data  Co.,  companies  planned  to  retire  $3.23  of 
stock  for  every  $1  of  new  stock  issued  in  1995;  for  the  first 
two  months  of  1996,  the  ratio  hit  $6-to-$l.  So  more  money  is 
chasing  less  stock.  "You've  got  this  huge  river  of  money  run- 


ANTIDOTE 

People  are 
always  going  to 
need  their 
prescriptions 
filled,  so 
investors  bid 
up  the  stock  of 
the  larger 
drugmakers  to 
hedge  against 
any  downturn 
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RANK  COMPANY 


1995  PROFITS  PERCENT 
BILLIONS  OF   CHANGE  FROM  | 
DOLLARS       A  YEAR  AGO 


1 

GENERAL  MOTORS 

$6.9 

23%  9 

:  2 

GENERAL  ELECTRIC 

6.6 

11  1 

EXXON 

6.5 

27  1 

I  « 

PHILIP  MORRIS 

5.5 

16  I 

I  5 

IBM 

4.2 

38  1 

|  6 

FORD 

4.1 

-22  1 

7 

INTEL 

3.6 

56  I 

|  8 

CITICORP 

3.5 

1 

I  9 

MERCK 

3.3 

11  1 

1  10 

DUPONT 

3.3 

21  1 

1  11 

COCA-COLA 

3.0 

17 

i  12 

PROCTER  &  GAMBLE 

2.8 

17 

1  13 

WAL-MART  STORES 

2.7 

2 

I  14 

BANKAMERICA 

2.7 

22  1 

1  15 

HEWLETT-PACKARD 

2.6 

43  1 

3   3  *: 


THE  TOP  15 
IN  ASSETS 


RANK  COMPANY 


1995  ASSETS  PERCENT 
BILLIONS  OF    CHANGE  FROM  I 


I  1 

FANNIE  MAE 

$316.6 

16%  9 

1  2 

CITICORP 

256.9 

3  j 

1  3 

FORD 

243.3 

11  i 

1  4 

BANKAMERICA 

232.4 

8  1 

1  5 

GENERAL  ELECTRIC 

228.0 

23 

1  6 

GENERAL  MOTORS 

217.1 

9  1 

1  7 

NATIONSBANK 

187.3 

10  i 

f  e 

MERRILL  LYNCH 

185.5 

10  I 

1  S 

J.P.  MORGAN 

184.9 

19  £ 

10 

CHEMICAL  BANKING 

182.9 

7  § 

%  11 

SALOMON 

162.6 

3  1 

'i 12 

MORGAN  STANLEY  GR0UP143.8 

23  1 

13 

FED.  HOME  LOAN 

137.2 

29  % 

:  14 

AMERICAN  INTL.  GROUP  134.0 

17  1 

it  15 

FIRST  UNION 

131.9 

71  1 
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ning  to  the  market, 
no  matter  what's 
happening  to  the 
economy,"  says  Ran- 
dell  E.  Moore,  execu- 
tive editor  of  Blue 
Chip  Economic  Indi- 
cators, a  newsletter 
in  Alexandria,  Va. 

In  many  cases,  the 
resulting  stock  gains 
seemed  extraordinar- 
ily lavish.  Philip  Mor- 
ris Cos.,  for  example, 
saw  its  16%  profit 
rise,  to  $5.5  billion, 
rewarded  with  a  60% 
leap  in  market  value, 
to  $83  billion.  Com- 
panies practically  had 
to  lose  their  shirts  in 
order  to  lose  market 
value.  Or  they  had  to 
be  once  infallible  corporate  deities  that  suddenly  revealed 
themselves  as  merely  mortal — as  in  the  cases  of  Wal-Mart 
Stores  Inc.  and  Motorola  Inc.  These  were  the  only  two  mar- 
ket-value losers  among  the  top  50. 

One  measure  of  how  easy  investors  were  to  please:  To 
get  a  1%  gain  in  market  value  over  the  past  12  months, 
companies  had  to  boost  profits  a  mere  0.43%.  That  contrasted 
sharply  with  the  prior  year,  when  profits  had  to  grow  6.8%  to 
win  the  same  uptick. 

The  question  now:  Where  do  we  go  from  here?  For  much  of 
last  year,  the  U.  S.  economy  was  clearly  slowing.  Gross  do- 
mestic product  grew  just  1.4%  in  1995 — the  slowest  rate  in  five 
years — and  this  year  growth  should  be  a  sluggish  1.9%.  Pricing 
remains  stagnant,  and  nonfarm  productivity  fell  0.5%  in  1995's 
fourth  quarter.  Consumer  spending  also  dropped  in  January  for 
the  first  time  since  1992.  Meanwhile,  capital-spending  growth 
should  slow  to  under  5%  from  9.9%  in 
1995,  says  Allen  L.  Sinai,  chief  econo- 
mist at  Lehman  Brothers  Inc. 

Still,  some  surprisingly  strong  signs  of 
recent  vigor  have  roiled  the  markets. 
After  months  of  anemic  growth,  same- 
store  retail  sales  rose  5%  in  February. 
And  after  strong  employment  numbers 
came  out  on  Mar.  8,  Wall  Street,  fearful 
that  interest-rate  cuts  were  coming  to 
an  end,  sent  the  Dow  Jones  Industrial 
Average  tumbling  3%.  But  mutual-fund 
investors  didn't  stampede,  and  much  of 
the  drop  was  recovered  in  the  days  that 
followed. 

With  Wall  Street  unsure  of  where  it 
wants  to  go,  the  only  thing  corporate 
onlookers  agree  on  is  hat  1995's  market 
gains  won't  be  easily  duplicated.  Last 
year  was.  "an  incredible  period,"  says 
Sanford  I.  Weill,  ceo  of  insurance  giant 
Travelers  Inc.  Fueled  by  its  planned  $4 
billion  acquisition  of  Aetna's  property 
and  casualty  unit.  Travelers'  market  val- 
ue ran  up  72%,  to  $21.1  billion.  "We  all 
know  this  won't  go  on  forever,"  he  says. 

Weill  has  a  point.  For  one  thing,  many 


SMALL  WORLD 

As  the  globe  i 
wired  for 
computer  net 
works,  the  hij 
end  market  ft 
servers  and 
engineering 
workstations 
has  excellent 
long-term 
prospects 


THE  BIG  MARKET-VALUE 
GAINERS... 


COMPANY 

MARKET      DIFFERENCE  FROM 
VALUE           LAST  YEAR 
MILLIONS  OF  DOLLARS 

GENERAL  ELECTRIC 

$125,822 

$32,420 

COCA-COLA 

101,123 

30,947 

PHILIP  MORRIS 

82,751 

30,940 

MERCK 

81,613 

28,736 

IBM 

68,463 

24,238 

JOHNSON  &  JOHNSON 

60,564 

24,074 

HEWLETT-PACKARD 

51,378 

22,043 

MICROSOFT 

58,225 

21,622 

AT&T 

101,217 

20,217 

EXXON 

98,723 

19,390 

PEPSICO 

49,841 

18,936 

CISCO  SYSTEMS 

26,255 

17,173 

BERKSHIRE  HATHAWAY 

42,387 

16,147 

PFIZER 

41,907 

15,826 

CITICORP 

33,329 

15,550 

DATA.  STANDARD  &  POOR  S  COMPUSTAT,  BUSINESS  WEEK 


of  the  productivity  gains  brougnt  by  cost-cutting  are  star 
to  level  off.  And  with  layoffs  becoming  less  politically  p£ 
able,  companies  could  face  increasing  pressure  to  hold 
on  further  downsizing.  Also,  while  many  companies  coum 
export  growth  to  bolster  them  as  the  U.  S.  slows, 
economies  of  Japan,  Mexico,  and  Europe  remain  weak. 
NO  MERCY.  Given  the  confusion,  it's  hardly  surprising  inves 
have  itchy  trigger  fingers.  In  a  market  this  jittery,  compa 
that  stumble  are  quickly  left  in  the  dust.  The  newly  discr 
nating  market  has  one  dictum:  Shoot  the  stragglers. 

A  case  in  point  is  once  revered  Motorola,  whose  si 
plunged  19%  on  the  January  day  it  announced  that  fou 
quarter  earnings  would  drop  16%  after  16  straight  quar 
ly  gains.  Although  Motorola's  1995  profits  rose  a  respect; 
14%  and  ceo  Gary  L.  Tooker  insists  that  "opportuni 
have  probably  never  been  better,"  it  wasn't  enough.  V 
sales  growth  of  cellular  phones 
semiconductors  slowing,  investors  h 
up.  Motorola's  market  value  fell  5% 
$32.1  billion. 

The  message:  Unlike  last  year,  c 
panies  won't  get  any  slack  from  the  r 
ket.  "Last  year  was  a  no-brainer,"  s 
Sinai.  "This  year  it's  tougher;  it's  n< 
dart-throwing  game." 

Investors  increasingly  are  cone 
trating  on  companies  that  have  pro 
they  can  withstand  a  downturn.  Cla 
cyclicals,  such  as  steel,  paper,  and  foi 
products,  were  among  the  few  to 
market  value  fall  last  year,  while  mo 
continues  to  pour  into  those  compai 
with  a  strong  record  of  churning 
earnings  gains.  From  traditionally  ' 
fensive"  consumer  or  technology  stc 
to  well-run  industrial  giants,  invesl 
continue  to  pay  for  performance. 

That's  clearly  the  case  with  Gem 
Electric  Co.,  which  retained  its  N 
spot  as  America's  most  valuable  con 
ny.  With  its  market  capitalization 
35%,  to  $125.8  billion — a  phenomenal 
billion  rise — ge  also  boasted  the  big£ 


92  BUSINES 


WEEK  /  MARCH  25,  1996 


jrall  dollar  gain  in  market  value.  Al- 
mgh  profits  were  up  only  11%,  to  $6.6 
ion  on  a  17%  sales  rise,  investors  are 
ting  on  ceo  John  F.  Welch  Jr.'s  abili- 
to  serve  up  steady  double-digit  gains, 
d  with  38%  of  revenues  now  coming 
m  financial  services  and  38%  from 
;rseas,  ge  is  no  longer  as  cyclically 
isitive  as  it  once  was. 
rechnology  is  another  sector  that  has 
far  been  treated  as  if  it's  immune  to 

business  cycle.  Last  year's  Internet 
)losion  fueled  the  continued  spread 

computer  equipment  throughout 
nes  and  offices.  So  even  though  many 
h  stocks  have  sagged  from  their  au- 
nn  highs,  the  computer  software  and 
vices  sector  was  last  year's  biggest 
rket-value  gainer.  Computer  hard- 
re  makers  were  hot,  too.  IBM  soared 
nks  to  high  demand  for — surprise! — 
inframe  computers,  which  are  enjoy - 

a  resurgence  in  computer  networks. 
;h  profits  up  38%,  to  $4.2  billion,  on  a 
h  sales  gain,  ibm's  market  value  rose 
h,  to  $68.5  billion.  And  because  of 
Dng  sales  of  PCs,  printers,  and  powerful  servers,  Hewlett- 
:kard  Co.'s  profits  rose  43%,  to  $2.6  billion,  with  sales  up 
h.  That  sent  hp's  market  value  up  75%,  to  $51.4  billion, 
jtill,  that  was  nothing  compared  with  Sun  Microsystems 
.  Its  leadership  of  the  high-end  market  for  servers  and  en- 
eering  workstations  boosted  earnings  75%,  to  $447  million, 
sales  up  20%,  to  $6.4  billion.  With  40%  profit  growth  ex- 
ted  in  1996  and  its  Java  software  the  language  of  choice 

Net-based  programming,  Sun's  market  value  rocketed 
Wo,  to  $9.6  billion.  Says  Chief  Financial  Officer  Michael  E. 
iman:  "It's  still  very  hard  to  find  other  markets  that  have 
attractive  a  long-term  outlook." 

Elsewhere,  though,  there  are  warning  signs  that  tech's 
wth  is  slowing.  Recent  profit  disappointments  from  Intel 
1  price  cuts  from  Compaq  Computer  Corp.  have  created 
rs  that  the  sector  could  harbor  "cyclicals  hiding  in  growth 
;hing,"  as  Richard  Bernstein,  head  of  quantitative  research 
Merrill  Lynch  &  Co.,  sees  it.  Demand  for  PCs  is  slowing, 
1  a  slew  of  chip  factories  under  construction  could  bring  a 
t.  Intel  is  projecting  first-quarter  sales  even  with  its  slug- 
h.  fourth  quarter,  the  first  time  that's  happened  in  seven 
rs.  As  a  result,  al- 
ugh  Intel's  market 
ue  is  up  47%,  to 
!.3  billion,  that's 
vn  30%  from  its 
6  high. 

rhere  were  no 
h  signs  of  worry 
the  drug  industry, 
)ther  top  per- 
mer.  As  fears  of 
ilth-care  reform 
ed,  players  such 
Johnson  &  John- 
i  and  Pfizer  Inc. 
n  healthy  runups 
market  value.  Wall 
'eet  realized  that 
move  to  managed 
e  hasn't  irrepara- 
harmed  profit 
rgins — and  that 


...AND  THE  MARKET- 
VALUE  LOSERS 


MARKET      DIFFERENCE  FROM 


COMPANY 

VALUE           LAST  YEAR 
MILLIONS  OF  DOLLARS 

WAL-MART  STORES 

$48,705 

-$5,849 

NOVELL 

4,528 

-3,126 

US  WEST  COMMUNS.  GROUP*  15,451 

-2,736 

KMART 

3,216 

-2,632 

MOTOROLA 

32,083 

-1,727 

VIACOM 

14,483 

-1,568 

APPLE  COMPUTER 

3,386 

-1,350 

FREEPORT-McMORAN* 

1,182 

-1,287 

TOYS  'R'  US 

6,520 

-1,279 

NIAGARA  MOHAWK  POWER 

1,082 

-1,046 

GEORGIA-PACIFIC 

5,763 

-1,010 

REEBOK  INTERNATIONAL 

1,973 

-992 

SUN 

2,185 

-929 

JEFFERSON  SMURFIT 

1,263 

-916 

SILICON  GRAPHICS 

4,063 

-905 

•SPECIAL  TRANSACTION  IN  1995         DATA.  STANDARD  S  POOR'S  COMPUSTAT,  BUSINESS  WEEK 

drugs  will  still  be  needed  in  a  slowdown. 
The  biggest  winner  was  Merck,  which 
saw  its  market  value  rise  54%,  to  $81.6 
million.  Continued  high  spending  on  re- 
search allowed  it  to  introduce  a  record 
six  new  drugs  last  year.  "Investors  see 
that  Merck  is  at  the  beginning  of  a  cycle 
of  exciting  new-product  introductions," 
says  ceo  Raymond  V.  Gilmartin. 
ENTRENCHED  PRICES.  Price  increases 
helped,  too:  Wholesale  prices  for  brand- 
name  drugs  rose  about  3.3%  last  year, 
according  to  tracking  service  IMS  Amer- 
ica. But  few  other  industries  enjoyed 
that  luxury.  At  Gillette  Co.,  consumers — 
and  increasingly,  big  retailers — are  re- 
sisting price  hikes.  Although  the  com- 
pany has  seen  no  signs  of  a  slowdown, 
"we're  definitely  more  cautious  about 
price  increases  today,"  says  cfo  Thomas 
F.  Skelly.  Instead,  Gillette  keeps  mo- 
mentum up  with  a  steady  stream  of 
higher-margin  new  products  for  U.  S. 
buyers  while  extending  the  life  of  older 
goods  in  fast-growing  foreign  markets 
such  as  Eastern  Europe  and  Asia.  To- 
day, Gillette  launches  20  new  products  annually — double  the 
rate  five  years  ago — and  70%  of  its  sales  come  from  abroad. 
That's  why  profits  rose  18%,  to  $824  million,  on  a  12%  sales 
gain,  winning  Gillette  a  38%  hike  in  value. 

At  McDonald's  Corp.,  too,  the  answer  to  slow  U.  S.  growth 
and  sluggish  pricing  has  been  to  boost  its  42%  share  of  the 
hamburger  fast-food  market.  The  company  opened  1,130  U.  S. 
restaurants  in  1995,  up  from  188  in  1991,  and  plans  another 
1,000-plus  by  1997.  It's  pushing  into  new  territory,  sharing 
buildings  with  new  Wal-Mart  stores  and  Amoco  gas  stations, 
for  example.  "If  we  don't  build  the  restaurant,  somebody 
else  will,"  says  McDonald's  Vice-Chairman  Jack  M.  Greenburg. 
And  by  sticking  to  a  few  standard  designs,  McDonald's  has 
cut  construction  costs  by  about  50%  since  1990.  Such  frugal- 
ity helped  it  turn  in  high  double-digit  growth  in  sales  and 
earnings — and  sent  market  value  up  52%,  to  $35  billion. 

But  for  many  others,  the  slower  economy  in  1996  will 
make  life  far  tougher.  With  demand  flattening  and  rebates  on 
the  rise,  auto  makers  face  a  rugged  year.  To  avoid  the  drub- 
bing they  took  during  the  1991  downturn — and  to  insure 
that  research  and  development  won't  be  sacrificed  when  sales 


MAMA,  P0R FAVOR 

With  markets 
saturated  at 
home,  many 
American 
retailers  are 
finding  out 
that  the  only 
way  to  grow 
is  to  cross  a 
border  or  two 
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dry  up — they're  continuing  to  ratchet  down  spending  and 
hoard  cash.  That's  why  Chrysler  Chairman  and  ceo  Robert  J. 
Eaton  fought  so  hard  against  raider  Kirk  Kerkorian  to  hang 
on  to  his  company's  $7.5  billion  cash  pile.  Chrysler  needs  to 
spend  $22  billion  by  2000  developing  new  models. 
TRIAL  BY  FIRE.  At  Ford,  the  biggest  challenge  is  slashing 
global  product-development  costs.  Although  Ford's  fixed  costs 
have  already  fallen  sharply,  its  sky-high  design  and  develop- 
ment costs  have  pushed  up  new-car  prices.  So  over  the  next 
five  years,  Chairman  Alexander  J.  Trotman  aims  to  trim  de- 
velopment costs  by  $11  billion.  He's  ending  the  pricey  practice 
of  designing  entirely  distinct  cars  for  the  U.  S.  and  Europe, 
and  he's  consolidating  global  suppliers.  But  with  Ford's  mar- 
gins suffering,  will  the  cuts  come  soon  enough?  Although  its 
market  value  rose  36%,  Ford's  stock  has  been  treading  water 
since  July.  "What  our  critics  are  looking  for,"  says  Trotman,  "is 
evidence  we  can  go  through  a  downturn." 

It's  not  just  Ford.  Throughout  the  economy,  shareholders 
continued  the  pressure  to  root  out  hidden  costs.  Wal-Mart, 
unable  to  maintain  its  once  torrid  growth,  is  squeezing  pen- 
nies. Although  store  remodeling  continues  apace,  Wal-Mart  no 
longer  replaces  all  floor  and  ceiling  tiles  or  the  phone  and  se- 
curity systems,  cutting  its  remodeling  costs  by  about  two- 
thirds  and  freeing  up  cash  to  remodel  more  stores.  Also,  with 
a  43%  share  of  the  U.  S  discount-store  market,  Wal-Mart 
hopes  to  increase  sales  abroad.  It's  putting  down  stakes  in 
Asia,  Canada,  and  Mexico,  among  others,  in  hopes  of  jump- 
starting  growth.  But  the  moves  have  yet  to  pay  off:  It 
earned  just  $2.7  billion,  a  2%  gain,  on  sales  up  13%,  to  $93.6 
billion.  That  dropped  its  market  value  11%,  or  $5.8  billion,  to 
$48.7  billion — the  biggest  fall  among  all  U.  S.  companies. 


If  Wal-Mart's  efforts 
to  grow  got  a  raspber- 
ry from  investors, 
companies  that  consol- 
idated won  their  ap- 
plause. Mergers  and 
acquisitions  hit  record 
levels  as  companies 
frantically  married  in 
search  of  scale — then 
looked  for  fat  to  cut. 

Nowhere  has  that 
been  more  true  than 
in  the  merger  of 
Lockheed  Corp.  and 
Martin  Marietta 
Corp.,  which  formed 
the  biggest  player  by 
far  to  emerge  from 
the  defense  industry's 
consolidation  wave. 
Barely  10  months  af- 


ter closing  their  merger  in  March,  1995,  the  two  announce* 
plans  to  swallow  most  of  electronics  specialist  Loral  Corp.  a 
well.  The  moves  will  assure  the  new  $30  billion  behemoth 
far  larger  share  of  the  shrinking  defense  pie — and  fast  and  fu 
rious  cuts.  Even  without  Loral,  Lockheed  Martin  figures  it  ca 
pare  $6  billion  in  costs  by  the  year  2000;  by  the  end  of  thi 
year  alone,  12,000  jobs  will  be  gone.  Vice-President  John  E 
Montague  figures  combined  buying  power  should  help  squeez 
savings  from  the  $15  billion  spent  annually.  "If  you  can  cu 


GOOD  THINGS  IN  SMALL  PACKAGES 


A few  years  back,  cellular  phone  ser- 
vices had  their  day  as  Wall  Street's 
darlings.  Next  came  drugmakers, 
then  biotech  startups.  Now,  it's  the  turn 
of  all  those  companies  crowding  onto 
the  Information  Superhighway.  The 
much-hyped  Internet  and  telecommuni- 
cations industries  dominate  this  year's 
roster  of  Little  Giants — public  compa- 
nies with  small  sales  but  great  expecta- 
tions. Despite  having  revenues  under 
$150  million,  these  tiny  dynamos  boast 
market  values  strong  enough  to  have 
earned  them  a  spot  on  business  week's 
ranking  of  America's  most  valuable 
companies. 

Leading  the  way  is  aptly  named  As- 
cend Communications  Inc.  The  Alameda 
(Calif.)  company,  which  went  public  in 
May,  1994,  makes  the  high-speed  digital 
switching  equipment  that  allows  scat- 
tered employees  to  dial  into  a  computer 
network  at  the  home  office.  With  corpo- 
rations across  America  installing  net- 
works faster  than  you  can  say  IPO,  As- 
cend is  soaring.  For  the  year  ending 
Feb.  29,  its  market  value  rose  665%,  to 


a  lofty  $5  billion,  making  it  bigger  than 
Rohm  &  Haas,  Quaker  Oats,  or  Amera- 
da Hess. 

As  if  that  weren't  enough,  Ascend 
also  sells  the  switches  that  enable 
Internet  access  providers  to  hook  up 
companies  and  online  services  to  the 
Net.  So  no  matter  which  online  compa- 
nies win  the  war  over  Internet  access, 
Ascend  will  sell  to  them.  "They're 
in  all  the  hot  areas,"  says 
lyst  Terrence  L.  McCrary 
of  Auerbach  Pollak  & 
Richardson  Inc.  in 
Stamford,  Conn. 
Analysts  expect 
earnings  to  rise 
50%,  to  $60  million 
for  1996,  on  sales 
up  113%,  to  $320 
million. 

SPEED  BUMPS.  Then 
there's  this  year's 
phenom,  Netscape 
Communications 
Corp.,  maker  of  the 
most  popular 


browser  for  surfing  the  World  Wii 
Web.  Its  stock  galvanized  the  mai 
last  August  and  kept  rising  until 
ruary,  when  Microsoft  Corp.'s  rele 
a  competing  browser  sent  Netsca] 
shares  spiraling  downward.  Even 
market  value  gained  76%,  to  $4  b: 
There's  good  reason  to  beli 
the  startup  can  compet 
Thanks  to  its  receri 
upgraded  Navij 
browser,  big 
I  to  Corporate 
America,  and 
with  Americ; 
line  Inc.  and 
I  puServe  Inc. 
Netscape's  si 
the  wide-ope 
market  is  inc 
ing.  Now,  all 
to  do  is  mak< 
ey:  Analysts 
pect  it  to  tur 
$15  million  p 
its  first — in  1 
Not  too  fa 
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SKID  CONTROL? 

Investors  worry 
that  Detroit, 
beset  with  a 
slowing  market, 
rebate 

pressure,  and 
the  need  for 
further  cost- 
cutting,  may 
have  trouble 
weathering 
a  slowdown 


rices  by  5%,  that's  750  million  bucks  right  there,"  he  says. 

Much  of  the  financial-services  sector  is  also  counting  on 
lergers  to  keep  earnings  moving  forward.  Such  giants  as 
'irst  Union  and  First  Fidelity,  Wells  Fargo  and  First  Inter- 
tate  Bancorp,  and  Chase  Manhattan  and  Chemical  Bank 
)ined,  creating  banks  with  vast  geographic  reach — and  lots  of 
lyoffs.  To  make  their  deals  pay  off,  Wells  Fargo,  Chemical, 
nd  Chase  need  to  shut  branches  and  combine  operations.  But 
ath  little  overlap  at  First  Union  Corp.,  Vice-Chairman  John 


R.  Georgius  expects  few  layoffs;  the  biggest  gains  should 
come  from  ramping  up  First  Fidelity's  fee-based  income — now 
just  25%  of  revenues — to  the  35%  garnered  by  First  Union. 

Not  all  banks  had  to  merge  to  be  appreciated  by  share- 
holders. At  BankAmerica  Corp.,  ceo  David  A.  Coulter  has  no 
plans  to  jump  into  the  fray.  Skeptical  of  mergers,  he's  more 
worried  that  technology  and  growing  inroads  by  nonbanks  are 
making  the  competitive  environment  murky.  Instead,  plans  to 
buy  back  $3  billion  in  the  bank's  stock  have  helped  send 
market  value  up  47%,  to  $26  billion.  Cross-country  rival  Citi- 
corp, too,  figured  the  best  place  to  put  its  money  was  the 
stock  market.  In  January,  Citicorp  lifted  its  stock  buyback 
program  by  $1.5  billion  over  the  next  two  years,  for  a  total  of 
$4.5  billion.  That,  together  with  signs  that  Citicorp's  five- 
year  turnaround  efforts  are  finally  taking  hold,  sent  its  value 
up  a  stunning  87%,  to  $33.3  billion. 

FOREIGN  ADVENTURE.  Others  not  only  shunned  the  merger 
game,  but  also  split  themselves  up.  Spin-offs  provided  a  sur- 
prising number  of  newcomers  to  the  business  week  1000  fist 
(page  98).  The  year's  biggest  breakup,  of  course,  was  at&t's 
planned  three-way  split.  That  move  played  a  big  role  in  pro- 
pelling at&t's  value  up  25%,  to  $101.2  billion. 

Meanwhile,  though,  investors  continued  to  back  those  few 
conglomerates  that  have  proved  they  work.  One  such  stalwart 
is  AlliedSignal  Inc.  Its  CEO,  Lawrence  A.  Bossidy,  intends  to 
keep  it  a  conglomerate  of  15  industrial  businesses.  "When  the 
economy's  up,  the  pure  plays  are  of  more  interest,"  Bossidy 
says.  "When  the  economy  slows,  diversity  is  of  more  interest." 
Still,  Allied's  lines  are  constantly  winnowed:  Witness  the  re- 
cent $1.5  billion  sale  of  Allied's  small,  marginally  profitable  au- 
tomobile brake  businesses.  The  proceeds  will  be  invested 
where  returns  are  stronger.  After  four  years  of  solid  earnings 
growth,  the  market  bid  Allied's  value  up  47%,  to  $15.7  billion. 

Some  business  week  1000  leaders,  such  as  Coca-Cola  Co., 


COMPANY 


re  PanAmSat 
and  Tele-Com- 
itions  Interna- 
Inc.  (tinta),  two 
nies  racing  to 
television  pro- 
ling  around  the 

Short  on  cash 
international 
lohn  C.  Malone, 

parent  Tele- 
unications  Inc., 
ff  17%  of  tinta 
:ar.  His  goal:  to 
complete  tele- 
ickages — phone 
I  cable  TV, 
et  access — to 
ies  where  pene- 
i  rates  for  many 
ervices  are  far 

than  in  the  U.  S.  "We  can  get  sig- 
t  revenues  from  South  America 
from  the  United  Kingdom  tomor- 
nd  Japan  the  day  after,"  says 
Singer,  tinta's  president.  Al- 
its  Jupiter  joint  venture  with  Su- 

0  Corp.  has  nearly  1  million  sub- 
's in  Japan  and  expects  to  triple 
ithin  the  year.  Merrill  Lynch  & 
alyst  Jessica  Reif  estimates  that 

1  revenues  will  grow  52%,  to 


THE  LITTLE  GIANTS 

Companies  with  high  market  values  and  sales  below  $150  million* 


MARKET  VALUE  1995  SALES 
MILLIONS  OF  DOLLARS 


MARKET  VALUE  1995  SALES 
MILLIONS  OF  DOLLARS 


ASCEND  C0MMUNS. 

$4,965 

$150 

PRESSTEK 

$1,534 

$28 

NETSCAPE  C0MMUNS. 

3,974 

81 

MACROMEDIA 

1,419 

97 

PANAMSAT 

2,988 

116 

WESC0  FINANCIAL 

1,283 

112 

FORE  SYSTEMS 

2,928 

145 

McAFEE  ASSOCIATES 

1,075 

90 

CASCADE  C0MMUNS. 

2,843 

135 

THERM0LASE 

1,047 

25 

TELE-C0MMUNS.  INTL. 

2,541 

124 

SHIVA 

1,026 

118 

BI0GEN 

2,321 

135 

CONCORD  EFS 

1,005 

128 

C-CUBE  MICROSYSTEMS 

2,265 

125 

INTERNEUR0N 

992 

9 

THERMO  CARDIOSYSTEMS 

1,789 

19 

UUNET  TECHNOLOGIES 

962 

94 

TRITON  ENERGY 

1,782 

107 

DAVIDSON  &  ASSOCIATES 

947 

147 

CENT0C0R 

1,705 

79 

PIXAR 

925 

12 

•EXCLUDES  REAL  ESTATE  INVESTMENT  TRUSTS 


$267  million,  though  losses  will  double, 
to  $33.7  million. 

Another  intriguing  pair  of  Little  Gi- 
ants: Thermo  Cardiosystems  Inc.  and 
Thermolase  Corp.,  both  spin-offs  from 
Thermo  Electron  Corp.  The  parent's 
strategy  is  to  encourage  employees  to 
develop  products  and  then  help  them 
take  the  new  company  public  while  re- 
taining a  majority  stake.  Thermo  Cardio- 
systems, for  example,  makes  a  heart- 


implant  device  for  des- 
perately ill  patients 
who  can't  get  a  trans- 
plant, while  Thermolase 
has  turned  a  laser  de- 
signed for  military  use 
into  a  product  that  re- 
moves unwanted  hair. 
GOOD  CLASS.  Just  what 
does  it  mean  to  be  a 
Little  Giant?  Quite  a 
bit,  it  turns  out.  Take  a 
look  at  the  19  compa- 
nies that  made  up  the 
class  of  1986:  Only  six 
have  dropped  off  the 
business  week  1000  al- 
together, while  six 
graduated  from  the  Lit- 
tle Giants  list.  Another 
seven  were  bought  by 
larger  companies.  Among  the  success 
stories:  Genentech  Inc.,  the  San  Fran- 
cisco biotech  company,  and  Medco  Con- 
tainment Services  Inc.,  bought  by 
Merck  &  Co.  in  1993  for  $6  billion. 
That's  encouraging  news  for  investors. 
The  real  challenge,  of  course,  is  figuring 
out  which  among  this  year's  list  will  be 
tomorrow's  busts — and  which  will  be  to- 
morrow's behemoths. 

By  David  Leonhardt  in  New  York 


DATA:  STANDARD  &  POOR'S  COMPUSTAT 
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Hoechst  is  a  world  lead 
and  chemicals.  But  how 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  andchet 


pharmaceuticals 
earth  is  it  pronounced: 


staff  of  160,000  people  worldwide,  annual  sales  total  $  37  billion. 


You  probably  come  across  us 
every  day,  perhaps  without  even 
knowing  it. 

Maybe  in  our  medicines  that 
help  doctors  keep  you  healthy  or 
cure  sickness. 

Or  in  ensuring  farmers  a  good 
harvest,  providing  the  food  on 
your  table  every  day. 

Or  maybe  in  your  home  or  car 
you're  surrounded  by  any  number 
of  materials,  such  as  fibers,  plastics 
or  paints,  without  which  much  of 
the  progress  made  in  our  daily 
lives  would  not  have  been  possible. 

But  with  our  name  some  people 
still  get  a  little  tongue-tied! 

It's  actually  very  easy. 

We're  called  Hoechst,  pro- 
nounced "Herkst". 

You  can  say  that  again! 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  8480 

Kansas  City,  MO  641 14-0480 

Hoechst  Celanese  Corp. 
P.O.  Box  2500 
Somerville,  NJ  08876-1258 
Internet:  http://www.hoechst.com/ 


Hoechst 
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are  a  lot  less  dependent  on  the  U.  S.  economy.  Coke  now  gets 
about  80%  of  its  operating  income  from  overseas.  "The  labels 
'international'  and  'domestic'  no  longer  apply  to  Coke,"  says 
Chairman  Roberto  C.  Goizueta.  Also  looking  abroad  is  Toys 
'R'  Us  Inc.  One  of  the  biggest  losers  for  the  second  year  in  a 
row,  its  market  value  fell  16%,  to  $6.5  billion.  The  retailer  has 
been  unable  to  halt  its  sliding  U.  S.  market  share,  as  everyone 
from  Wal-Mart  to  Disney  has  horned  in  on  its  turf.  It  now 
counts  on  expanding  in  foreign  markets  "where  there  is  no 
dominant  toy  or  juvenile  retailer,"  says  Gregory  R.  Staley, 


president  of  the  company's  international  division.  That  w 
help,  but  it's  not  a  panacea:  The  foreign  operations  of  Toys  ' 
Us  aren't  as  profitable.  Look  for  another  tough  year  here. 

And  elsewhere.  Across  the  U.  S.  economy,  companies  w 
be  facing  a  less-forgiving  investor.  As  the  market  continues 
mercilessly  separate  the  grown-ups  from  the  kids,  those  wi 
growing  pains  won't'  be  treated  very  gently. 

By  Jennifer  Reingold  in  New  York,  with  Joseph  Web 
in  Philadelphia,  Robert  D.  Hof  in  San  Francisco,  and  buret 
reports 


THE  YEAR  OF  THE  NEWBIE 


■  t's  not  too  often  new  compa 
I  nies  muscle  their  way  into 
I  the  ranks  of  the  business 
week  1000  in  the  first  year  of 
going  public.  But  thanks  to 
Corporate  America's  ongo- 
ing restructuring,  this 
year's  roll  sports  a  large 
crop  of  well-placed  new- 
comers. Between  spin-offs, 
split-ups,  and  ipos,  more 
than  three  dozen  newly 
public  companies  have 
begun  life  nestled  among 
America's  most  valued. 

Spin-offs  were  the  key 
factor.  To  admiring  glances 
from  Wall  Street,  plenty  of  compa- 
nies trimmed  down  to  svelter,  more 
profitable  versions  of  themselves  last 
year.  Their  spin-offs  reached  a  record 
market  value  of  $47.9  billion  in 
1995 — double  the  previous  year's  vol- 
ume— according  to  J.  P.  Morgan  Secu- 
rities Inc.  Already  in  1996,  spin-offs 
worth  an  additional  $70  billion  are 
pending,  and  the  frenzy  isn't  over. 
"This  year  promises  to  be  a  bonanza 
for  these  restructurings,"  says  Bar- 
bara Goodstein,  a  senior  vice-presi- 
dent at  Rothschild  Inc. 
IN  FOCUS.  The  dismantling  of  the  old 
itt  Corp.  was  typical.  Once  Ameri- 
ca's most  diffuse  conglomerate,  the 
company — No.  82  in  1995 — split  into 
three  in  December,  itt  Industries, 
now  No.  393,  kept  the  auto  parts,  de- 
fense electronics,  and  fluid  technolo- 
gy businesses.  Insurance  now  comes 
under  itt  Hartford  Group  Inc.'s  um- 
brella, at  No.  214.  And  itt's  contro- 
versial ceo,  Rand  Araskog,  kept  the 
fun  for  himself:  He  heads  the  hotel, 
casino,  and  entertainment  units  un- 
der the  new  itt  Corp.,  now  No.  199. 

Shareholders  now  can  invest  only 
in  the  businesses  they  t;>ink  will  do 
well,  ending  itt's  perennial  conglom- 
erate discount.  "A  spin-off  gives  you 


the  benefit  of  focus,"  says  D.  Travis 
Engen,  ceo  of  itt  Industries.  "We're 
now  easily  understood."  The  under- 
standing is  that  the  three  are  worth 
more  apart  than  together.  The  old 
ITT  was  worth  $11.6  billion;  now  their 
combined  market  cap  is  $15.5  billion. 

NEW  FOR  1996 

Spin-offs,  split-ups,  and  IPOs  added 

39  companies  to  this  year's 
BUSINESS  WEEK  1000,  including 


the  following: 

RANK 

COMPANY 

MARKET  VALUE 
MILLIONS 

125 

U  S  WEST  MEDIA  GROUP 

$9,860 

134 

NABISCO  HOLDINGS 

9,308 

214 

ITT  HARTFORD  GROUP 

6,031 

304 

ESTEE  LAUDER 

4,296 

331 

CASE 

3,795 

357 

GUIDANT 

3,406 

393 

ITT  INDUSTRIES 

3,073 

416 

U.S.  SATELLITE  BROADCASTING  2,919 

585 

DARDEN  RESTAURANTS 

1,968 

640 

OFFICEMAX 

1,769 

754 

REVL0N 

1,381 

772 

PR0MUS  HOTEL 

1,336 

OAIA  SIANDARD  S  POOR'S  C0MPU5TAI 


U  S  West,  too,  had  difficulty 
getting  investors  to  pay  a  pre- 
mium for  its  mix  of  assets 
with  markedly  different 
prospects.  So  it  opted  to 
offer  investors  separate 
shares.  Now,  its  telephone 
arm  lures  those  seeking 
steady  growth  and  divi- 
dends, while  risk-takers  can 
buy  into  U  S  West  Media 
Group  Inc.,  which  is  moving 
aggressively  into  cable. 
RICH  OFFSPRING.  To  please 
|  investors  who'd  like  to  see 
Nabisco  in  a  smoke-free  en- 
^^^™  vironment,  rjr  Nabisco  Inc. 
also  spun  off  19,5%  of  the  food-and- 
snack  subsidiary  last  year.  It  worked: 
Nabisco's  publicly  held  shares  now 
trade  without  the  tobacco  discount 
that  weighs  down  rjr.  Apply  the 
same  value  to  the  80.5%  of  Nabisco 
that  rjr  still  owns,  and  Nabisco 
boasts  a  higher  market  value,  $9.3 
billion,  than  its  parent  does  at  $9.2 
billion.  Still,  dissatisfied  investors  are 
pushing  for  a  full  Nabisco  spin-off. 

The  soaring  market  for  ipos  was 
another  route  for  high-ranking  new- 
comers to  make  it  to  the  business 
week  1000.  Now  No.  304,  cosmetics 
maker  Estee  Lauder  has  seen  its 
market  value  climb  41%  since  it 
went  public  last  fall,  to  $4.3  billion. 
Revlon  Inc.  looks  decidedly  riskier. 
Saddled  with  $1.5  billion  in  debt  left 
from  its  hostile  takeover  by  Ronald 
O.  Perelman  in  1985,  Revlon  has  not 
turned  a  profit  since.  Nevertheless, 
its  glitzy  Feb.  29  ipo,  in  which  super- 
models Claudia  Schiffer  and  Cindy 
Crawford  took  a  much-hyped  tour  of 
the  New  York  Stock  Exchange, 
brought  a  $1.4  billion  market  value 
and  the  No.  754  ranking.  New  to  the 
market  these  companies  might  be, 
but  naive  they're  not. 

By  Lori  Bongiorno  in  New  York 
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IT'S  HARD  TO  FIND 
THE  LOSERS 

1995  was  a  year  of  spectacular  gains  in  market  values 


n  most  years,  a  20%  hike  in  market 
value  would  earn  any  company  the 
right  to  celebrate.  But  in  1995,  that 
wasn't  the  case.  Altogether,  the  com- 
lies  on  the  business  week  1000  en- 
red  a  chart-breaking  market  value 
n  of  35%.  Their  combined  profits  rose 

to  $308  billion,  on  sales  up  12%,  to 

9  trillion.  

[n  1995,  the  market 
re  Corporate  Amer- 

a  pat  on  the 
:k — and  threw  in  a 
idshake,  too.  With 
»ss  domestic  product 
>wth  up  just  1.4%, 
estors  lauded  eom- 
lies  able  to  flourish 
a  softly  landing 
>nomy.  The  tables 
it  follow  provide  a 
;ailed  look  both  at 
w  America's  most 
uable  companies 
ed  last  year  and  an 
>raisal  of  their  pros- 
its.  Since  the  list 
iks  companies  by 
rket  capitalization, 
a  measure  of  the 
lire  expectations  of 
estors. 

ILL  TOPS.  The  list 
d  offers  many  other 
iful  statistics.  Be- 
es market  value,  it 
itains  sales,  profits, 
ets,  and  earnings 
•  share.  Stock  prie- 
price-to-earnings 
ltiples,  dividends, 
al  return,  and  ana- 
ts'  estimates  are  all 
re  for  the  perusing. 
iVhere  do  investors 
:  the  hottest  pros- 
its?  For  the  second 
_■  in  a  row,  comput- 
software  and  ser- 
es was  the  top 
ner  among  indus- 
ss,  adding  a  stun- 
:g  $125  billion  in 
ue.  At  the  fore- 
nt:  Microsoft  Corp. 


Revved  up  by  the  launch  of  Windows 
95,  both  earnings,  at  $1.8  billion,  and 
sales,  at  $7.4  billion,  rose  41%.  The 
Seattle  giant's  ability  to  stay  a  step 
ahead,  even  as  the  Internet  roiled  the 
software  market,  helped  boost  its  mar- 
ket value  59%,  to  $58  billion.  Other  Net 
gainers  included  Sun  Microsystems  Inc., 


Looking  At  The  Record 


WHO  JOINED 
THE  LIST... 

Industries  with  the  most  newcomers 
on  the  list  this  year 


WINNERS... 

The  market  values  of  these  industry 
groups  grew  the  most  from  last  year 


INDUSTRY 


MARKET  VALUE  DIFFERENCE 
MILLIONS  OF  DOLLARS 


INDUSTRY 

NUMBER 

SOFTWARE  &  SERVICES 

$124,928 

COMPUTER  SOFTWARE  &  SERVICES 

9 

DRUGS  &  RESEARCH 

122,055 

PETROLEUM  SERVICES 

6 

COMPUTERS  &  PERIPHERALS 

81,792 

INSURANCE 

5 

INSURANCE 

77,595 

COMPUTERS  &  PERIPHERALS 

5 

FINANCIAL  SERVICES 

59,284 

TELECOMMUNICATIONS 

4 

MEDICAL  PRODUCTS 

57,708 

AIRLINES 

4 

COAL,  OIL,  GAS 

55,962 

MEDICAL  PRODUCTS 

3 

BEVERAGES 

53,035 

SEMICONDUCTORS 

3 

TELECOMMUNICATIONS 

52,879 

PERSONAL  CARE 

3 

BANKS-EAST 

49,847 

PUBLISHING 

3 

TELEPHONE  COMPANIES 

49,059 

ELECTRICAL  PRODUCTS 

3 

CONGLOMERATES 

41,913 

INDUSTRIAL  DISTRIBUTION 

3 

SEMICONDUCTORS 

35,105 

DRUGS  &  RESEARCH 

2 

TOBACCO 

34,532 

HOTELS  &  MOTELS 

2 

ELECTRIC  UTILITIES 

33,121 

...AND  WHO  FELL  OFF 

Industries  with  the  most  companies 
disappearing  from  the  list  this  year 

INDUSTRY  NUMBER 

FOOD  PROCESSING  30,886 
CHEMICALS  30,628 
BANKS-SOUTH  &  SOUTHEAST  30,192 

...AND  LOSERS 

FINANCIAL  SERVICES 
GENERAL  MANUFACTURING 

-6 
-6 

The  market  value  of  these  industry 
groups  dropped  the  most 

BANKS-EAST 
RETAILERS 
FOOD  PROCESSING 
PAPER 
AUTO  PARTS 

TRANSPORTATION  SERVICES 
ELECTRIC  UTILITIES 
CHEMICALS 
BANKS-MIDWEST 
HEALTH-CARE  SERVICES 
RAILROADS 
FOOD  RETAILING 


-\ 
-3 
-3 
-3 
-3 
-3 
-2 
-2 
-2 
-2 
-2 
-2 


INDUSTRY 


BROADCASTING 
PAPER 

TRUCKING  &  SHIPPING 
TEXTILES 

FOREST  PRODUCTS 
TRANSPORTATION  SERVICES 
BUSINESS  MACHINES  &  SERVICES 
AUTO  PARTS 
GAS  UTILITIES 
STEEL 

DATA:  STANDARD  &  POOR'S  COMPUSTAT 


which  surged  from  No.  327  to  No.  127, 
and  newcomer  Netscape  Communica- 
tions Corp.  at  No.  323. 

Still,  not  every  tech  company  rode 
the  wave.  Once-beloved  Novell  Inc.  and 
Apple  Computer  Inc.  crashed  to  earth, 
losing  $3.1  billion  and  $1.4  billion  in 
market  value,  respectively.  Apple  fell 
from  No.  208  to 
No.  359  on  fourth-quar- 
ter losses  and  sliding 
market  share.  Novell 
continued  to  lose  out 
to  Microsoft,  falling 
from  No.  122  to 
No.  287. 

There  was  plenty  of 
hot  action  in  other  in- 
dustries, too.  Price  in- 
creases and  strong 
new  products  helped 
drugmakers  such  as 
Johnson  &  Johnson. 
Its  market  value 
soared  66%,  to  $60.6 
billion,  as  it  moved 
from  No.  12  to  No.  8. 
Signs  of  improvement 
in  PepsiCo  Inc.'s  long- 
struggling  restaurant 
operations  helped  push 
its  market  value  up 
61%,  to  $50  billion, 
jumping  it  from  No.  21 
to  No.  12.  Boeing  Co.'s 
market  value  rose 
77%-,  to  $28  billion, 
moving  it  from  No.  51 
to  No.  38  as  it  rang  up 
$31.2  billion  in  new 
plane  orders.  And  in 
the  recovering  airline 
industry,  shutting 
money-losing  routes 
sent  Continental  Air- 
lines Inc's  market  val- 
ue up  467%,  to  $1.3 
billion. 

Surprises  also  came 
from  companies  that 
aren't  so  well  known. 
U.  S.  Robotics  Inc.,  a 
maker  of  modems  and 
related  equipment, 
roared  up  the  list  to 


MARKET  VALUE  DIFFERENCE 
MILLIONS  OF  DOLLARS 


$13,464 
-5,284 
-1,779 
-1,661 
-1,151 
-1,077 
-769 
-656 
-654 
-521 


BUSINESS  WEEK  /  MARCH  25,  1996  99 


 ^  frt  r^^^^rw^ 


connects  mobile  computer  users  to  the  office 


up  wirn  mate  on  a  seasonal  hasis  has  convenienl:  0ff.|jne  capabilities 





has  thousands  of  users 


 Pit] — ast  hardware  and  software 


 there's  nothing  like  it 


♦REM  DTEWARE; 


THE  BUSINESS  WEEK  1000 


COMPOSITES 


MARKET  VALUE  (BILLIONS) 

$5,775 

CHANGE  FROM  A  YEAR  AGO 

+35% 

RETURN  ON  COMMON  EQUITY 

15.7% 

YEAR  AGO 

15.4% 

RETURN  ON  INVESTED  CAPITAL 

11.8% 

YEAR  AGO 

11.0% 

SALES  (BILLIONS) 

$4,878 

CHANGE  FROM  1994 

+  12% 

PROFITS  (BILLIONS) 

$308 

CHANGE  FROM  1994 

+  15% 

ASSETS  (BILLIONS) 

$11,051 

CHANGE  FROM  1994 

+11% 

1995  PROFIT  MARGINS 

6.3% 

1994  PROFIT  MARGINS 

6.1% 

No.  246,  with  an  outstanding  725%  run- 
up in  market  value,  to  $5.3  billion.  And 
Republic  Industries  Inc.,  the  latest  ve- 
hicle of  former  Blockbuster  Entertain- 
ment Group  Chief  Executive  and  Chair- 
man H.  Wayne  Huizenga,  entered  at 


No.  532  after  the 
waste  collector's 
market  value 
swelled  2,384%, 
to  $2.2  billion. 
No.  149,  Boston 
Scientific  Corp., 
was  another  not- 
able. The  value  of 
the  company, 
which  makes  med- 
ical devices,  rose 
296%,  to  $8.3  bil- 
lion, on  a  series  of 
acquisitions. 
LEFT  AT  HOME.  A 
few  companies 
weren't  invited  to  the  party.  Investors 
fled  from  such  cyclical  industries  as  pa- 
per, textiles,  and  forest  products.  The 
market  value  of  Georgia-Pacific  Corp. 
dropped  15%,  to  $5.8  billion,  despite  the 
company's  212%  profit  increase,  on  eco- 
nomic jitters.  Nucor  Corp.'s  value  fell 
4%,  to  $4.7  billion,  as  declining  steel 
prices  appeared  to  signal  that  demand 
was  weakening.  DuPont  Co.  and  Dow 


AVERAGES 


SHARES  OUTSTANDING 

128  MIL. 

1995  EARNINGS  PER  SHARE 

$2.1 

YEAR  AGO 

115  MIL. 

1994  EARNINGS  PER  SHARE 

$2.1 

TURNOVER 

122.6% 

1996  EARNINGS  ESTIMATE 

$2.7 

YEAR  AGO 

98.4% 

VARIATION 

7.3 

YIELD 

1.82% 

HELD  BY  INSTITUTIONS 

57 

YEAR  AGO 

2.19% 

YEAR  AGO 

57 

PRICE 

$78 

PAYOUT 

31 

YEAR  AGO 

$58 

YEAR  AGO 

40 

PRICE-T0-B00K 

333% 

PRICE-EARNINGS  RATIO 

2 

YEAR  AGO 

109% 

YEAR  AGO 

t 

DATA;  STANDARD  &  POOR'S  COMPUSTAT,  l/B/E/S  INTERNATIONAL  INC  ,  VICKERS  STOCK  RESEARCH  CORP. 


Chemical  Co.  also  were  laggards,  w 
measly  11%  and  8%  gains,  respeetiv* 

Meanwhile,  overcapacity  and  stir 
consumers  gave  retailers  three  of  1 
largest  losers  of  market  value:  Wal-M 
Stores,  Kmart,  and  Toys  'R'  Us.  Yet 
1995,  these  unhappy  campers  were  1 
exceptions. 

By  Jennifer  Reingold  in  New  Yo 
with  bureau  reports 


Glossary 


MARKET  VALUE 

Share  price  on  Feb.  29,  1996, 
multiplied  by  latest  available 
common  shares  outstanding 

PROFITS 

Net  income  from  continuing 
operations  before  extraordinary 
items 

MARGINS 

Profits  as  a  percent  of  sales 

RETURN  ON  INVESTED 
CAPITAL 

Profits  plus  minority  interest 
and  interest  expense  (adjusted 
by  tax  rate)  as  a  percent  of 
debt  and  equity  funds 

RETURN  ON  COMMON  EQUITY 

Net  income  available  for  com- 
mon shareholders  divided  by 
common  equity 

ASSETS 

Total  assets  as  reported  at  end 
of  company's  latest  available 
1995  quarter 


RECENT  SHARE  PRICE 

Price  for  a  single  share  of  a 
company's  most  widely  traded 
issue  of  common  stock  as  of 
the  close  of  trading  Feb.  29, 
1996 

HIGH/LOW  PRICE 

Trading  range  for  company's 
common  stock,  February, 
1995,  to  February,  1996 

BOOK  VALUE  PER  SHARE 

Sum  of  common  stock,  capital 
surplus,  and  retained  earnings 
divided  by  most  recently  avail- 
able common  shares 
outstanding 

P-E  RATIO 

Price-earnings  ratio  based  on 

1995  earnings  and  Feb.  29, 

1996  stock  price 

YIELD 

Annual  dividend  rate  as  a  per- 
cent of  the  Feb.  29  stock  price 

PAYOUT 

Latest  annualized  dividend  rate 
as  a  percent  of  the  company's 


most  recent  annual  earnings 
per  share 

TOTAL  RETURN 

Annual  dividend  per  share  plus 
latest  available  month-end 
price,  as  a  percent  of  year-ago 
month-end  price  per  share 

INSTITUTIONAL  HOLDINGS 

Percent  of  outstanding  shares 
of  stock  held  by  banks,  col- 
leges, pension  funds,  insurance 
companies,  and  investment 
companies  as  calculated  by 
Vickers  Stock  Research  Corp. 

SHARES  OUTSTANDING 

Millions  of  common  shares  out- 
standing as  of  the  company's 
latest  available  financial  report 

TURNOVER 

Percent  of  outstanding  com- 
mon shares  changing  hands  in 
the  latest  year 

EARNINGS  PER  SHARE 

Primary  earnings  per  share, 
excluding  extraordinary  profit  or 


loss,  divided  by  number  of 
common  and  common  equiva- 
lent shares 

EARNINGS  PER  SHARE 
ESTIMATES 

Analysts'  consensus  estimates 
for  1996  compiled  as  of  Feb. 
22  by  l/B/E/S  International 
Inc.,  New  York  (l/B/E/S  is  a 
registered  trademark  of  l/B/E/S 
International  Inc.) 

VARIATION 

Percentage  by  which  two-third 
of  the  1996  earnings  estimate 
are  above  or  below  the  average 
estimate  calculated  by  l/B/E/S 

FY 

Number  of  the  month  in  which 
company's  fiscal  year  ends 

DATA 

Unless  otherwise  indicated,  al 
data  in  the  following  tables 
have  been  provided  by  Stan- 
dard &  Poor's  Compustat,  a 
division  of  The  McGraw-Hill 
Companies 


Footnotes  

(a)  Latest  available  data,  (b)  Actual  and  estimated  figures  are 
fully  diluted,  (c)  Estimated  earnings  data,  (d)  Earnings  data  from 
l/B/E/S.  (e)  Earnings  data  from  s&p  ace.  (x)  Sales  include  excise 
taxes,  (y)  Sales  include  other  income,  (z)  Sales  include  excise 
taxes  and  other  income.  NA=not  available.  NM=not  meaningful. 
*R=not  ranked  in  business  week  1000  in  1995.  NEG=negative 
Dook  value  per  share.  DEF=earnings  deficit  in  dividend  payout. 
<  Because  business  week  is  owned  by  McGraw-Hill,  the  business 


week  1000  does  not  include  a  forecast  of  the  company's  earn- 
ings, tt  Data  do  not  include  full  12  months'  results.  Note:  Data 
compiled  by  Standard  &  Poor's  Compustat  from  sources  such  as 
statistical  services,  registration  statements,  and  company  reports 
that  spc  believes  to  be  reliable  but  that  are  not  guaranteed  by  sp 
or  business  week  as  to  correctness  or  completeness.  This  materia 
is  not  an  offer  to  buy  or  sell  any  security.  Additional  data: 
l/B/E/S,  l/B/E/S  International,  Vickers  Stock  Research  Corp. 
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The    1  996   Chevy  Cavalier. 


You  may  not  be  able  to  protect  your  employees  from  the  surprises  they  encounter 
very  day  at  the  office,  but  you  can  look  out  for  them  when  they  leave  it.  For  1996,  every 
Chevy  Cavalier  comes  with  Daytime  Running  Lamps,  which  allow  your  employees  to  be 
nore  easily  seen  on  the  road  by  other  drivers.  Thoughtful  touches  like  front  and  rear  cup 
olders  as  well  as  Scotchgard™  Protector  on  seat  fabrics  and  door  trim  make  the  interior  of 
the  Cavalier  a  nice  place  to  be.  With  standard  features  like  dual  air  bags  and  anti-lock 
brakes,  the  Cavalier  is  more  than  an  intelligent  bet  for  your  fleet  —  it's  a  safe  one. 
For  more  information,  call  1  -800-FLEET-OPerations. 


Genuine  Chevrolet* 

Chevrolet  Emblem  and  Cavalier  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1996  GM  Corp  Alt  Rights  Reserved.  Buckle  up,  Arm 


End  user  sees  your  ads  in 
business  books,  computer  books, 
even  on  I  \ . 


I  le  finally  calls  his  reseller 
to  order  your  system. 


Leave  resellers  and  retailers  out  of  your  media  mix  and 
you  leave  vour  sties  to  chance.  Because  no  matter  how 
effective  your  end-user  advertising  is  in  creating  brand/ 
product  awareness,  the  channel  lias  far  and  away  the  most 
powerful  influence  on  producl  and  brand  decisions. 

\  new  Dataquesl  stud)  shows  jus1  how  much  sales 

i  lontacl  the  CMP  Channel  Group  foi  .1  free  eopj  ol  the  just-released  Dataquesl  study,  "How  Technoli 


impart  the  channel  has.  \earl\  two  0U1  ol  every 
business  end  users  rel\  on  resellers  and  retailers  m  idi 
new  products  and  solutions.  Nearly  70%  ol  resi 
respond  l>\   recommending  specific  brant  Is.  \nd 
resellers  talk,  end  users  listen:  * >- » ol  end  users  a 
resellers  brand  and  product  recommendations. 

gj  Sflls"  Phone:  800-263-4530  •  E-Mail:  MCI  II)  705-8080  •  Internet:  chumphre@cmp.< 


»  •  •  • 


Reseller  agrees,  a  product  like 
yours  would  probably 
do  the  trick... 


V.V.V'W 


0 


.Bui  recommends  your 
competitor  s  system. 


fhe  reseller 


It  s  how  technology 


It's  why  VARs.  YADs.  integrators  and 
lers  are  your  mos1  effective,  cost-efficienl 
d  advocates  ami  sales  creators. 


VIP  CHANNEL  GROUP 

[)W  TECHNOLOGY  SELLS 


El"        Computer  || 

ResellerNews 


 . —  ^toilers 

»  **■""•  .use  call' 

COMHX  M  ?j 


fisp 

CMP  Publications.  Inc 


THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

i  ASSI 

J  MIL 

CHANGE 
FROM 
'.'¥}'- 

YEAR 
AGO 
RANK 

i: 

MONTHS 
1995 
•'     $  MIL 

CHANGE 
FROM 
1994 

12 

MONTHS 
1995 
$  MIL 

CHANGE 
FROM 
1994 

12 

MONTHS 
1995 

12 
M  INTHij 
1994 

ON 
INVESTED 
CAPITAL 

X 

ON 
ri  iMMnh 
EQUITY 

% 

12 

1  M0N1 
!  199 
$MI 

1 

GENERAL  ELECTRIC 

125822 

35 

1 

70028y 

17 

6573.0 

11 

9.4 

9.8 

14.1 

23.2 

!  228C 

2 

AT&T 

101217 

25 

2 

79609 

6 

139.0 

-97 

0.2 

6.3 

0.7 

0.7 

87^ 

3 

COCA-COLA 

101123 

44 

4 

18018 

11 

2986.0  ■ 

17 

16.6 

15.8 

51.6 

56.7 

15C 

4 

EXXON 

98723 

24 

3 

109620y 

8 

6470.0 

27 

5.9 

5.0 

NA 

16.0 

90" 

5 

PHILIP  MORRIS 

82751 

60 

7 

53139 

-1 

5478.0 

16 

10.3 

8.8 

21.9 

39.2 

53? 

6 

MERCK 

81613 

54 

6 

16681 

11 

3335.2 

11 

20.0 

20.0 

24.6 

29.0 

22^ 

7 

INTERNATIONAL  BUSINESS  MACHINES 

68463 

55 

9 

71940 

12 

4178.0 

38 

5.8 

4.7 

14.2 

19.2 

!  77? 

8 

JOHNSON  &  JOHNSON 

60564 

66 

12 

18842 

20 

2403.0 

20 

12.8 

12.8 

22.8 

27.0 

1 7€ 

9 

MICROSOFT 

58225 

59 

11 

7419 

41 

1838.0 

41 

24.8 

24.8 

26.8 

29.7 

!  9: 

10 

PROCTER  &  GAMBLE 

56254 

23 

8 

34923 

11 

2835.0 

17 

8.1 

7.7 

19.4 

24.4 

28; 

11 

HEWLETT-PACKARD 

51378 

75 

23 

33503 

26 

2621.0 

43 

7.8 

6  9 

20.8 

21.4 

25" 

12 

PEPSICO 

49841 

61 

21 

30421 

7 

1606.1 

-10 

5.3 

6.3 

12.8 

21.4 

|  25^ 

13 

WAL-MART  STORES 

48705 

-11 

5 

93627 

13 

2740.0 

2 

2.9 

3.3 

13.4 

19.4 

37? 

14 

INTEL 

48296 

47 

15 

16202 

41 

3566.0 

56 

22.0 

19.9 

31.2 

32.1 

17( 

15 

AMERICAN  INTERNATIONAL  GROUP 

45937 

40 

16 

23801y 

15 

2510.4 

15 

10.5 

10.5 

NA 

13.4 

!  134C 

16 

MOBIL 

43258 

26 

13 

74879z 

11 

2376.0 

35 

3.2 

2.6 

11.7 

13.3 

42? 

17 

BRISTOL-MYERS  SQUIBB 

43008 

37 

19 

13767 

15 

1812.0 

-2 

13.2 

15.4 

26.1 

28.7 

|  13? 

18 

DUPONT 

42496 

11 

10 

42163z 

7 

3293.0 

21 

7.8 

6.9 

26.2 

42.0 

37: 

19 

BERKSHIRE  HATHAWAY 

42387 

62 

28 

4277a 

7 

563.7 

-39 

13.2 

23.1 

NA 

3.5 

29? 

20 

PFIZER 

41907 

61 

29 

10021 

26 

1554.2 

22 

15.5 

16.0 

27.5 

29.4 

12? 

21 

GTE 

41586 

29 

17 

19957 

2 

2538.0 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON 


N  i  DIVIDENDS  \  SHARES  ]  EARNINGS  PER  SHARE  j  INDUSTRY  GROUP 

2-MONTH  PRICE  '        INSTI-  I  ANALYSTS'  ESTIMATES  , 

HIGH/  AS%0F  I  TOTAL  j       TUTIONS  SHRS  TURN-  '  '  1994  1995  1996  VARI-  ] 

LOW  BOOK  P-E                YIELD  PAYOUT  RETURN  HOLDING  OUT  OVER  ACTUAL  ACTUAL        EST  ATION 

$  VALUE  RATIO               %  %  %  %  MIL.  %  |  FY  j         %  $  $  %  ;  

11/52  445  19          2.44  47  41  52  1667  32.1  !  12  !  3.46  3.90  4.35  1.2  I  Conglomerates 

19/48  499  NM          2.07  1467  26  39  1591  45.0  !  12  !  3.01  0.09  3.95  2.0  !  Telecommunications 

14/55  1920  34          1.09  37  48  52  1252  32.4  !  12  !  1.98  2.37  2.79  1.1  j  Consumer  products 

16/63  247  15          3.77  58  29  41  1242  27.2  !  12  !  4.07  5  18  5.18  3.9  j  Fuel 

12/60  592  15  I     4.04  61  69  62  836  58.9  I  12  I  5.45  6.51  7.59  1.2  j  Consumer  products 

'1/41  709  25          2.05  50  59  51  1232  54.6  !  12  !  2.38  2.70  3.10  1.6  j  Healthcare 

!9/75  320  17          0.82  14  64  51  558  158.9  j  12  !  5.02  7.23  12.44  4.3  j  Computers 

10/56  680  25          1.41  35  67  60  648  44.1  !  12  I  3.12  3.72  4.23  1.2  !  Healthcare 

19/63  942  43          0.00  0  57  34  590  220.9  i  06  !  1.88  2.32  3.30  2.1  !  Software/services 

H/65  503  22  j      1.95  43  26  j      48  686  36.0  j  06  j  3.09  3.71  4.29  1.6  j  Consumer  products 

14/57  420  22  j     0.79  17  77  58  510  93.5  j  10  j  3.07  4.63  5.76  3.5  ;  Computers 

i6/38  665  32          1.26  40  64  60  788  56.0  !  12  j  2.22  2.00  2.84  1.4  j  Consumer  products 

18/19  346  18  j     0.94  17  -10  |      32  2292  38.9  j  01  j  1.17  1.19  1.38  3.6  |  Retailing 

8/39  434  15          0.27  4  48  62  821  342.9  j  12  j  2.62  4.03  4.44  3.8  |  Electrical  &  electronics 

13/67  245  18  j     0.35  6  40  j      54  474  39.8  j  12  j  4.58  5.30  5.82  1.4  ;  Nonbank  financial 

8/87  248  19          3.38  63  30  53  395  49.3  |  12  j  4.28  5.87  7.36  4.6  j  Fuel 

10/61  681  24  !     3.52  84  42  52  505  49.2  |  12  j  3.62  3.58  5.53  1.3  j  Healthcare 

11/55  543  14          2.72  37  40  59  556  62.9  >  12  j  4.00  5.61  6.35  3.9  j  Chemicals 

DO/21500  262  72          0.00  0  59  16  1  4.0  j  12  [420.00  NA        NA  NA  j  Nonbank  financial 

'1/40  794  27          1.82  49  61  j      65  636  60.5  |  12  j  2.10  2.47  2.92  1.7  j  Healthcare  

■9/32  375  16  j     4.38  72  34  41  970  36.7  |  12  |  2.55  2.62  2.84  2.1  j  Telecommunications 

■6/28  335  25  j     3.61  92  40  30  994  25.6  j  12  j  2.18  1.57  2.45  1.6  j  Telecommunications 

.5/39  169  7  I     3.12  22  23  |      59  752  78.8  j  12  |  6.20  7.28  6.81  13.8  j  Automotive 

18/38  579  29  j      1.05  31  50  j      38  484  42.9  j  12  |  1.71  1.96  2.27  0.9  j  Software/services 

19/37  273  21  |      1.68  36  55  17  400  24.6  j  12  |  2.70  2.70  2.95  1.7  j  Electrical  &  electronics 

,9/44  240  39  j      3.60  140  21  j      46  652  39.7  j  12  |  2.60  1.43  3.39  5.9  j  Fuel 

13/25  145  9  j     4.48  42  25  j      41  1159  75.3  j  12  j  4.44b  3.33  3.11  18.0  j  Automotive  

i4/33  477  25  |     0.54  14  51  56  700  57.2  |  12  \  1.68  1.97  2.26  1.8  |  Leisure 

16/18  315  16  \     2.40  39  68  |      85  1092  79.2  j  12  j  1.95  1.96  2.46  1.2  j  Nonbank  financial 

'3/59  229  18          3.74  69  21  59  496  41.4  j  12  j  3.60  3.76  4.84  5.6  j  Fuel 

.6/51  483  25          0.55  14  23  48  525  66.3  j  09  j  2.04  2.60  2.62  5.3  \  Leisure 

i0/40  545  18  |     3.01  53  36  j      36  609  27.5  j  12  j  2.74  3.10  3.41  1.2  j  Telecommunications 

15/33  609  26  |     2.26  60  85  68  552  60.2  |  12  |  2.05  2.30  2.64  2.7  |  Healthcare 

10/40  202  12           2.31  28  76  72  427  129.5  |  12  |  6.40b  6.48  7.29  3.8  \  Banks 

15/35  773  20          2.01  40  20  50  792  45.5  |  12  !  1.87  2.12  2.37  1.3  i  Healthcare 

13/45  290  19          0.74  14  -5  62  591  157.3  |  12  \  2.66  2.93  3.12  9.0  !  Electrical  &  electronics 

57/41  455  16           3.68  58  39  37  554  27.0  j  12  I  2.13  3.63  3.72  2.2  |  Telecommunications 

)4/71  556  18          3.12  57  42  64  312  45.2  t  12  !  4.97  5.42  5.70  2.1  !  Healthcare 

'5/51  437  16  !     4.23  66  29  !      33  438  29.2  !  12  !  3.21  4.25  4.18  1.0  !  Telecommunications 

S5/46  285  71          1.23  87  78  59  344  84.5  !  12  !  2.51  1.15  2.83  6.7  !  Aerospace  &  defense 

'0/53  375  21  !     2.89  60  22  !      66  419  48.5  !  12  !  3.13  3.11  3.73  3.2  !  Manufacturing 

il/16  1449  63  I     0.00  0  181  I      41  553  483.0  j  07  I  0.60  0.76  1.37  0.7  I  Software/services 

'3/46  149  11          3.03  33  52  61  367  90.2  I  12  !  5.33b  6.45  7.11  2.3  I  Banks 

'8/50  520  19          2.24  44  43  59  346  74.9  !  12  !  1.65  3.67  4.27  3.3  !  Leisure 

58/39  1021  29          1.11  32  39  !      69  444  49.5  !  12  i  1.57  1.85  2.15  0.9  !  Consumer  products 

58/38  349  23          0.22  5  32  67  431  64.2  j  12  !  2.13  2.37  3.37  0.9  j  Healthcare 

55/28  1549  37  j     0.00  0  66  j      58  435  213.4  !  05  j  1.00  1.41d  1.88  4.8  I  Software/services 

\m2  306  15          1.96  29  39  67  483  75.0  |  12  j  2.68  3.11  3.53  2.0  j  Nonbank  financial 

39/38  369  21  j     4.58  94  37  j      40  429  40.2  j  12  |  1.89  2.50  3.53  1.7  j  Telecommunications 

59/38  195  11          4.26  45  35  59  378  154.7  j  12  j  9.10b  5.35  7.69  12.7  j  Automotive 

14/24  854  29  j     2.58  76  77  39  507  66.3  j  12  |  1.90  1.43  2.08  4.8  j  Healthcare 

71/37  210  14          1.35  18  75  73  316  58.4  !  12  I  3.86  4.88  5.51  4.0  !  Nonbank  financial 
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12375 

48 
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13420 

22 
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20 

5.7 

5.8 

15.6 

19.7 

!  12 

99 

!  KIMBERLY-CLARK 

12251 

47 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ( 


i 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

•MONTH 
HIGH/ 
LOA 
S 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 
1  * 

PAYOUT 
% 

TOTAL 
RETURN 

% 

1  INSTI- 
!  TUTIONS 
HOLDING 

% 

SHRS. 
OUT. 
MIL 

TURN- 
OVER 
% 

FY 

1994 
ACTUAL 
$ 

1995 
ACTUAL 
t 

ANALYSTS'  ESTIMATES 
1996  VARI- 
EST  ATION 

$  % 

H/63 

220 

31 

1  4.01 

125 

30 

58 

260 

67.7 

12 

3.43 

2.57 

4.68 

6.4 

Fuel 

3/37 

429 

28 

0.46 

13 

-3 

!  55 

477 

97.7 

01 

1.32 

1.54 

1.93 

2.6 

Retailing 

1/37 

1206 

20 

2.07 

41 

46 

j  68 

364 

71.0 

12 

2.41 

2.85 

3.22 

0.9 

Health  care 

5/48 

170 

10 

|  3.15 

33 

52 

61 

274 

72.4 

12 

6.06b 

7.04 

7.91 

1.3 

Banks 

2/64 

260 

11 

3.74 

43 

24 

61 

251 

88.5 

12 

3.37 

7.03 

7.60 

12.9 

Chemicals 

1/19 

207 

37 

0.17 

6 

46 

56 

681 

110.3 

12 

1.32 

0.80 

1.73 

1.7 

Telecommunications 

5/26 

166 

10 

1.98 

20 

60 

90 

448 

53.7 

12 

1.08 

4.24 

3.94 

4.1 

Nonbank  financial 

§37 

168 

11 

2.79 

30 

83 

76 

251 

125.8 

12 

4.64 

6.77 

7.13 

4.6 

Banks 

5/57 

364 

27 

2.06 

56 

31 

62 

243 

67.5 

12 

2.21 

2.69 

3.20 

3.8 

Fuel 

1/30 

446 

18 

2.03 

36 

57 

69 

390 

82.3 

12 

3.12 

2.53 

2.91 

2.4 

Retailing 

104 

261 

13 

5.02 

65 

5 

64 

161 

60.6 

12 

5.63 

8.42 

8.29 

5.8 

Fuel 

7/64 

350 

19 

2.52 

47 

21 

66 

224 

40.7 

09 

4.04 

4.16 

4.52 

0.7 

Electrical  &  electronics 

2/14 

369 

NM 

0.00 

0 

15 

j  50 

820 

101.1 

12 

0.07 

-0.21d 

-0.06 

350.0 

Publishing/TV 

1/55 

358 

20 

2.61 

51 

23 

!  65 

254 

46.1 

12 

3.91 

3.44 

4.43 

1.6 

Consumer  products 

2/43 

190 

12 

3.44 

41 

40 

34 

278 

44.3 

12 

5.22 

5.04 

6.19 

2.1 

Banks 

7/37 

1361 

23 

!  0.20 

5 

80 

61 

242 

121.8 

03 

1.71 

2.94d 

3.59 

3.1 

Software/services 

5/34 

452 

NM 

0.84 

DEF 

12 

58 

387 

70.9 

12 

-0.27 

-0.46 

-0.51 

64.7 

Publishing/TV 

1/54 

878 

34 

2.07 

70 

43 

!  75 

217 

30.0 

12 

3.15 

2.24 

3.84 

1.3 

Food 

5/19 

184 

14 

5.28 

76 

22 

|  28 
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30.6 

12 

1.52 

1.66 

1.74 

2.3 

Utilities 

1/32 

950 

31 

0.00 

0 

73 

66 

266 

248.4 

12 

1.15 

1.92 

2.26 

1.8 

Health  care 

7/37 

438 

18 

1.62 

29 

49 

!  85 

283 

50.2 

12 

2.68 

3.09 

3.57 

0.8 

Conglomerates 

5/25 

373 

20 

!  2.35 

47 

25 

48 
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40.6 

06 

0.44 

1.62 

1.83 

2.2 
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3/75 
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21 

2.05 

43 

73 

i  67 
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78.2 

12 

5.32 

6.36 

7.28 

2.3 

Chemicals 

5/51 
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12 
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1.1 
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7/44 
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3.12 

1.0 
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5/24 
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NM 

|  0.00 

0 

14 

57 

495 
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12 

0.20 

0.27 

0.42 

11.9 

Telecommunications 

1/59 

154 

13 

3.96 

50 

32 

!  63 

187 

73.3 

12 

6.02 

6.42 

6.96 

4.6 

Banks 

5/24 

197 

12 

!  3.47 

43 

39 

45 

428 

48.9 

12 

2.20 

2.91 

3.22 

2.5 

Banks 

1/50 

289 

25 

1.84 

46 

63 

86 

199 

56.9 

12 

4.83b 

3.05 

5.38 

3.3 

Aerospace  &  defense 

5/28 

322 

16 

;  2.33 

37 

50 

|  61 

349 

52.4 

12 

2.53 

2.73 

3.01 

3.7 

Telecommunications 

1/55 

288 

15 

1.45 

21 

44 

|  81 

179 

67.9 

12 

5.32 

5.69 

6.60 

1.1 

Nonbank  financial 

1/37 

134 

96 

|  0.00 

0 

-12 

|  46 

369 

105.8 

12 

0.25 

0.41 

1.02 

14.7 

Leisure 

3/26 

288 

21 

2.10 

44 

11 

61 

499 

67.0 

12 

1.62 

1.35 

1.96 

2.6 

Services 

109 

272 

14 

!  2.67 

36 

20 

85 

108 

102.4 

12 

6.44b 

9.63 

10.50 

2.7 

Computers 

1/30 

364 

13 

3.32 

42 

44 

0 

315 

32.1 

12 

3.45 

3.45 

4.29 

3.0 

Banks 

3/50 

246 

22 

2.61 

57 

30 

68 

206 

65.8 

12 

4.66 

3.01 

4.55 

6.6 

Transportation 

7/31 

303 

18 

0.00 

0 

47 

71 

266 

298.0 

12 

3.23 

2.88 

4.59 

5.0 

Computers 

3/75 

614 

18 

|  2.79 

50 

33 

75 

136 

78.3 

12 

5.17 

5.48 

5.40 

5.7 

Health  care 

3/29 

879 

31 

0.45 

14 

92 

90 

231 

76.5 

04 

1.28 

1.86d 

2.25 

2.2 

Health  care 

5/34 

171 

13 

2.42 

31 

113 

69 

177 

174.5 

12 

5.87 

5.76 

6.94 

6.8 

Banks 

D/65 

332 

19 

!  2.05 

39 

65 

76 

122 

72.2 

12 

4.40b 

5.70 

6.61 

2.1 

Aerospace  &  defense 

5/48 

371 

12 

2.10 

24 

32 

!  70 

194 

117.8 

12 

4.70 

5.72 

5.79 

9.2 

Manufacturing 

7/24 

278 

13 

2.63 

35 

45 

54 

353 

46.4 

12 

2.45 

2.76 

3.12 

1.3 

Banks 

7/25 

508 

19 

3.12 

60 

33 

j  59 

370 

54.1 

04 

1.59 

1.78d 

1.98 

1.5 

Food 

7/31 

349 

34 

2.47 

84 

51 

71 

271 

71.8 

12 

2.13 

1.34 

2.61 

2.3 

Health  care 

1/74 

326 

15 

i  1.96 

29 

105 

!  71 

76 

141.0 

12 

8.71 

11.02 

11.37 

3.8 

Banks 

3/37 

317 

17 

!  2.04 

35 

51 

38 

217 

42.6 

09 

2.82b 

3.36 

3.83 

1.8 

Conglomerates 

3/50 

427 

NM 

!  2.36 

1500 

55 

67 

160 

86.9 

12 

3.33 

0.12 

5.02 

2.0 

Paper 

2/35 

288 

15 

1.50 

23 

44 

74 

241 

42.9 

12 

2.26 

3.25 

3.61 

2.2 

Electrical  &  electronics 
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THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MAI  GINS 

RETURN 

AS 

!       $  MIL 

CHANGE 
FROM 
1995 

YEAR 
AGO 

RANK  t 

12 

MONTHS 
1995 
$  MIL 

CHANGE 
1994 

12 

MONTHS 
1995 
$MIL 

CHANGE 
1994 

12 

MONTHS 
MUrl  1  no 

1995 
% 

12 

UAMTUC 
IY1UI"!  1  no 

1994 

% 

ON 
iu  v/cctch 
invto i tu 

CAPITAL 

% 

ON 

L.UMMUN 

EOUITY 

MC 
$ 

101 

PACIFIC  TELESIS  GROUP 

I  12038 

-5 

67 

9042 

-2 

1048.0 

-8 

11.6 

12.3 

19.3 

47.9 

1 

102 

BURLINGTON  NORTHERN  SANTA  FE 

11968 

NM 

196 

6183 

NA 

198.0 

NA 

3.2 

NA 

NA 

NA 

1 

103 

GENERAL  RE 

11814 

11 

79 

7210 

88 

824.9 

24 

11.4 

17.3 

10.9 

12.4 

|  3 

104 

MAY  DEPARTMENT  STORES 

11619 

28 

95 

10952 

8 

700.0 

8 

6.4 

6.4 

11.1 

17.9 

1 

105 

WELLS  FARGO 

|  11585 

41 

105 

5237 

8 

1032.0 

23 

19.7 

17.4 

18.1 

27.8 

5 

106 

UNITED  HEALTHCARE 

J  11410 

54 

124 

5671y 

50 

286.0 

-1 

5.0 

7.6 

7.8 

8.7 

107 

COLGATE-PALMOLIVE 

i  11392 

22 

91 

8358 

10 

172.0 

-70 

2.1 

7.6 

5.8 

9.2 

108 

AUTOMATIC  DATA  PROCESSING 

I  11255 

28 

103 

3166y 

20 

422.0 

18 

13.3 

13.6 

16.7 

18.8 

109 

DIGITAL  EQUIPMENT 

11119 

125 

199 

14440 

5 

430.5 

NM 

3.0 

NM 

10.8 

10.3 

|  1 

110 

DUN  &  BRADSTREET 

!  10753 

22 

101 

5415 

11 

320.8 

-49 

5.9 

12.9 

23.9 

22.9 

111 

PACIFIC  GAS  &  ELECTRIC 

10626 

-4 

76 

9622 

-7 

1338.9 

33 

13.9 

9.7 

10.0 

14.6 

I  2 

112 

J.C.  PENNEY 

10624 

9 

87 

21658y 

0 

838.0 

-21 

3.9 

4.9 

10.7 

15.0 

|  1 

113 

NORFOLK  SOUTHERN 

10516 

19 

99 

4668y 

2 

712.7 

7 

15.3 

14.6 

12.1 

14.8 

j  1 

114 

CONAGRA 

10452 

29 

111 

24637 

3 

523.1 

13 

2.1 

1.9 

12.3 

19.1 

1 

115 

PNC  BANK 

10439 

76 

162 

6251 

9 

408.1 

-54 

6.5 

15.5 

9.5 

9.0 

7 

116 

MERRILL  LYNCH 

10365 

39 

126 

21513y 

18 

1113.4 

10 

5.2 

5.6 

5.0 

19.5 

i  18 

117 

DEERE 

!  10260 

55 

143 

10521y 

17 

733.9 

12 

7.0 

7.3 

NA 

23.8 

j  l 

118 

BANK  OF  NEW  YORK 

10244 

63 

152 

4995 

22 

914.0 

22 

18.3 

18.3 

17.8 

18.1 

|  5 

119 

CPC  INTERNATIONAL 

10083 

28 

115 

8431 

14 

512.1 

48 

6.1 

4.6 

NA 

26.2 

120 

ALUMINUM  CO.  OF  AMERICA 

10028 

44 

133 

12500 

26 

790.5 

78 

6.3 

4.5 

14.2 

18.2 

1 

121 

ARCHER  DANIELS  MIDLAND 

;  10021 

3 

86 

12971 

7 

810.3 

26 

6.2 

5.3 

11.4 

13.5 

1 

122 

LOEWS 

10016 

75 

170 

18677y 

38 

1765.7 

559 

9.5 

2.0 

16.0 

24.3 

6 

123 

DUKE  POWER 

!  10012 

25 

113 

4677 

4 

714.5 

12 

15.3 

14.2 

9.7 

13.8 

j  1 

124 

MCDONNELL  DOUGLAS 

9868 

51 

145 

14332 

9 

-416.0 

NM 

NM 

4.5 

-4.1 

-10.4 

|  1 

125 

US  WEST  MEDIA  GROUP 

9860 

NA 

NR 

2374 

24 

145.0 

-47 

6.1 

14.5 

3.9 

3.2 

126 

TENNECO 

9739 

14 

104 

8899 

-27 

735.0 

15 

8.3 

5.3 

15.8 

23.2 

1 

127 

SUN  MICROSYSTEMS 

9624 

216 

327 

6390 

20 

446.5 

75 

7.0 

4.8 

20.3 

23.2 

128 

GANNETT 

i  9558 

24 

121 

4007 

5 

477.3 

3 

11.9 

12.2 

19.8 

23.6 

129 

CSX 

9446 

16 

110 

10504 

9 

618.0 

-5 

5.9 

6.8 

12.8 

14.6 

1 

130 

TEXAS  INSTRUMENTS 

9446 

29 

130 

13128 

27 

1088.0 

57 

8.3 

6.7 

24.3 

26.6 

131 

ALBERTSON'S 

9355 

20 

118 

12375a 

4 

455.1 

14 

3.7 

3.4 

19.0 

24.4 

132 

INTERNATIONAL  PAPER 

;  9327 

-3 

90 

19800 

32 

1153.0 

167 

5.8 

2.9 

10.5 

15.2 

2 

133 

NIKE 

931 1 

79 

188 

5594 

36 

491.7 

52 

8.8 

7.9 

23.2 

22.4 

134 

NABISCO  HOLDINGS 

9308 

NA 

NR 

8294 

8 

314.0 

18 

3.8 

3.5 

6.0 

7.5 

1 

135 

AMP 

!  9275 

18 

116 

5227 

20 

427.6 

14 

8.2 

8.6 

15.1 

15.4 

136 

ENRON 

9202 

11 

112 

9189 

2 

519.8 

15 

5.7 

5.0 

10.8 

17.0 

1 

137 

DEAN  WITTER,  DISCOVER 

9181 

35 

138 

5676y 

13 

856.4 

16 

15.1 

14.8 

NA 

18.1 

3 

138 

PHILLIPS  PETROLEUM 

9175 

5 

102 

13368 

9 

469.0 

-3 

3.5 

4.0 

9.3 

14.7 

1 

139 

RJR  NABISCO  HOLDINGS 

9169 

20 

120 

16008 

4 

627.0 

-18 

3.9 

5.0 

5.9 

5.2 

3 

140 

GENERAL  MILLS 

9143 

4 

89 

5177 

3 

289.5 

-14 

5.6 

6.7 

22.3 

96.6 

141 

TEXAS  UTILITIES 

!  9118 

23 

127 

5639 

0 

-51.9 

NM 

NM 

11.4 

NM 

-2.4 

2 

142 

CIGNA 

9045 

65 

175 

18955y 

3 

211.0 

-62 

1.1 

3.0 

2.8 

2.9 

9 

143 

PPG  INDUSTRIES 

!  9006 

18 

123 

7058 

11 

767.6 

49 

10.9 

8.1 

24.8 

29.9 

144 

KEYCORP 

i  8793 

26 

132 

5880y 

12 

789.2 

-8 

13.4 

16.2 

14.0 

15.7 

6 

145 

AETNA  LIFE  &  CASUALTY 

8676 

43 

158 

12978y 

6 

473.9 

16 

3.7 

3.4 

5.6 

6.5 

8- 

146 

RHONE-POULENC  RORER 

;  8594 

57 

176 

5142 

15 

356.5 

3 

6.9 

8.2 

15.2 

20.3 

147 

CHUBB 

|  8466 

24 

139 

6089y 

7 

696.6 

32 

11.4 

9.3 

11.3 

13.9 

2. 

: 

WEYERHAEUSER 

8423 

1 

106 

11788 

13 

799.0 

36 

6.8 

5.7 

11.9 

17.9 

1( 

BOSTON  SCIENTIFIC 

8314 

296 

451 

797a 

26 

47.5 

-35 

6.0 

11.6 

NA 

1.3 

FPL  GROUP 

i  8242 

23 

151 

5593 

3 

596.1 

7 

10.7 

10.3 

9.5 

12.6 

1, 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  I 


N 

DIVIDENDS 

|  SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

2-MONTH 
HIGH/ 
10W 
$ 

PRICE 

BOOK 
VALUE 

RATIO 

YIELD 
1  % 

PAYOUT 

% 

TOTAL 
RETURN 

INSTI- 
TUTIONS 
HOLDING 
1  * 

SHRS 
OUT 

MIL. 

TURN- 
OVER 

% 

FY 

!  1994. 
ACTUAL 
$ 

1995 
ACTUAL 

ANALYSTS'  ESTIMATES 
1996  VARI- 
EST  ATION 
$ 

5/26 

550 

11 

7.75 

89 

1 

41 

428 

63.7 

12 

!  2.68 

2.46 

2.49 

1.2 

Telecommunications 

5/54 

238 

48 

1.50 

72 

45 

75 

150 

84.3 

12 

4  38b 

1 .66 

6.14 

2.8 

Transportation 

/124 

179 

15 

1.36 

20 

12 

85 

82 

69.7 

12 

7.97 

9.92 

10.49 

1.4 

Nonbank  financial 

9/34 

270 

16 

2.45 

39 

31 

73 

249 

61.3 

01 

2.92b 

2.96d 

3.31 

6.3 

Retailing 

11 55 

325 

12 

2.11 

26 

57 

60 

47 

94.2 

12 

'  14.78 

20.37 

21.08 

8.4 

Banks 

8/34 

358 

41 

0.05 

2 

52 

86 

175 

186.0 

12 

1.64 

1.57 

2.85 

4.9 

Health  care 

0/63 

698 

75 

]  2.40 

181 

24 

!  63 

146 

90.5 

12 

3.82 

1 .04 

4.27 

1.4 

Consumer  products 

3/30 

500 

28 

1.03 

29 

27 

72 

290 

54.5 

06 

1.19 

1.39 

1.59 

0.6 

Software/services 

7/32 

291 

NM 

0.00 

0 

116 

66 

153 

256.4 

06 

!  -15.43 

0.15 

3.74 

6.7 

Computers 

9/51 

768 

33 

4.17 

140 

27 

74 

170 

58.7 

12 

3.70 

1.89 

4.01 

7.0 

Publishing/TV 

1/25 

122 

9 

7.65 

66 

8 

42 

415 

38.8 

12 

2.21 

2.99 

2.82 

2.8 

Utilities 

0/41 

200 

14 

4.04 

55 

15 

77 

224 

68.4 

01 

4.29 

3.48 

3.89 

5.4 

Retailing 

3/63 

219 

15 

i  2.75 

41 

26 

59 

129 

41.1 

12 

4.90 

5.44 

6.02 

2.3 

Transportation 

7/31 

397 

18 

2.26 

41 

31 

48 

248 

47.0 

05 

2.06 

2.34d 

2.66 

1.5 

Food 

3/24 

232 

26 

4.57 

118 

26 

41 

341 

64.6 

12 

2.56b 

1.19 

2.92 

4.1 

Banks 

5/41 

190 

11 

1.80 

19 

43 

56 

180 

115.5 

12 

4.75 

5.44 

5.86 

5.5 

Nonbank  financial 

1/24 

333 

14 

2.04 

30 

56 

;  88 

262 

111.5 

10 

2.34 

2.71 

3.09 

4.5 

Manufacturing 

5/30 

205 

12 

3.08 

37 

59 

|  71 

197 

96.5 

12 

3.70b 

4.30 

4.92 

2.4 

Banks 

6/52 

527 

20 

]  2.20 

44 

32 

61 

146 

46.8 

12 

2.25 

3.43 

4.10 

1.2 

Food 

0/37 

231 

13 

1.58 

20 

48 

80 

176 

130.3 

12 

2.48 

4.43 

5.70 

17.0 

Metals 

0/14 

168 

13 

1.04 

14 

8 

54 

521 

82.0 

06 

0.89 

1.48 

1.39 

7.2 

Food 

8/48 

138 

6 

!  1.18 

7 

77 

48 

118 

49.3 

12 

2  23 

14  98 

8.24 

10.3 

Nonbank  financial 

3/37 

208 

15 

4.17 

63 

30 

40 

205 

30.6 

12 

2.88 

3.25 

3.32 

4.5 

Utilities 

7/55 

246 

NM 

1.09 

DEF 

59 

57 

112 

55.0 

12 

5.05 

-3.66 

6.98 

1.3 

Aerospace  &  defense 

3/17 

220 

70 

0.00 

0 

NA 

0 

472 

NA 

12 

0.61 

0.30 

0.26 

26.9 

Publishing/TV 

5/42 

311 

13 

3.22 

43 

2b 

71 

174 

61.2 

12 

3.49 

4.16 

4.31 

4.9 

Conglomerates 

7/15 

500 

29 

!  o.oo 

0 

228 

|  87 

183 

767.4 

06 

1 .01 

1.81 

2.58 

4.3 

Computers 

0/51 

473 

20 

1  2.06 

41 

26 

69 

141 

57.3 

12 

3.23 

3.41 

3.70 

2.2 

Publishing/TV 

9/36 

223 

15 

2.32 

35 

18 

62 

211 

51.7 

12 

3.12 

2.94 

3.87 

1.8 

Transportation 

4/40 

231 

9 

1.36 

12 

28 

84 

189 

357.6 

12 

3.64 

5.63 

5.30 

13.6 

Electrical  &  electronics 

7/27 

502 

20 

!  1.41 

28 

22 

45 

253 

49.3 

01 

1.65 

1.84d 

2.08 

1.4 

Food 

5/34 

123 

8 

2.80 

22 

-4 

75 

261 

128.1 

12 

1 .73 

4.50 

3.80 

26.8 

Paper 

1/35 

424 

18 

1  0.92 

16 

82 

i  55 

143 

97.4 

05 

2.72 

3.64d 

4.22 

3.1 

Consumer  products 

7/26 

223 

29 

1.57 

46 

28 

20 

265 

36.1 

12 

NA 

1.20 

1.50 

3.3 

Food 

5/36 

335 

22 

2.35 

51 

16 

77 

218 

69.1 

12 

1.76 

1.96 

2.44 

2.1 

Electrical  &  electronics 

D/32 

310 

18 

2.32 

41 

13 

55 

251 

55.1 

12 

1.80 

2.07 

2.33 

3.4 

Services 

8/39 

194 

NA 

1.64 

NA 

36 

64 

171 

72.4 

12 

4  27b 

4  87d 

5.44 

1.8 

Nonbank  financial 

7/31 

288 

20 

3.49 

68 

9 

53 

262 

53.6 

12 

1.85 

1.79 

2.34 

10.3 

Fuel 

5/25 

91 

21 

4.46 

95 

25 

74 

273 

100.6 

12 

2.05 

1.58 

2.57 

2.7 

Consumer  products 

5/50 

3051 

19 

3.27 

63 

16 

64 

159 

57.5 

05 

1.64 

2.98d 

3  31 

3  9 

Food 

3/30 

158 

NM 

4.95 

DEF 

32 

!  47 

226 

69.7 

12 

2.40 

-0.61 

3.03 

2.3 

Utilities 

5/68 

126 

41 

'  2.57 

106 

60 

83 

76 

99.5 

12 

7  66 

11.55 

7.2 

Nonbank  financial 

9/35 

351 

12 

!  2.59 

32 

29 

50 

194 

44.0 

12 

2.43 

3.80 

4.12 

3.4 

Housi  ng 

8/26 

179 

11 

4.04 

46 

35 

46 

234 

52.8 

12 

3.45 

3.30 

3.74 

1.9 

Banks 

7/53 

119 

18 

3.65 

66 

46 

79 

115 

111.8 

12 

4. 14 

4.16 

5.91 

6.3 

Nonbank  financial 

7/40 

517 

26 

1.88 

48 

60 

22 

134 

22.0 

12 

2.45 

2.50 

3.55 

1.7 

Health  care 

4/77 

169 

12 

i  2.02 

25 

26 

j  72 

87 

69.1 

12 

5.95 

7.85 

7.72 

1.9 

Nonbank  financial 

0/37 

189 

n 

3.78 

41 

8 

61 

199 

71.0 

12 

2.86 

3.93 

4.16 

17.1 

Paper 

2/21 

1294 

NM 

!  0.00 

0 

122 

44 

173 

63.6 

12 

0.81 

0.05 

1.64 

4.3 

Health  care 

8/34 

188 

14 

4.12 

58 

29 

j  45 

185 

48.2 

12 

2.91 

3.16 

3.26 

1.5 

Utilities 
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THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

!  AS 

$  MIL 

CHANGE 
FROM 
1995 

YEAR 
AGO 

RANK  ' 

12 

MONTHS 
1995 
$M!L 

CHANGE 
FROM 

12 
MONTHS 

SMIL. 

CHANGE 
FROM 

12 

MONTHS 

% 

12 
MONTHS 

% 

ON 
INVESTED 

CAPITA! 
1 1  ML. 

% 

ON 
COMMON 

% 

M( 

!  $ 

151 

AMERICAN  BRANDS 

8235 

10 

125 

11367y 

-14 

543.1 

-39 

4.8 

6.7 

12.7 

13.9 

152 

LORAL 

8177 

136 

293 

6179 

13 

339.2 

23 

5.5 

5.1 

11.0 

17.3 

153 

SUNTRUST  BANKS 

8163 

31 

149 

3688 

15 

565.5 

8 

15.3 

16.3 

15.4 

13.9 

4 

154 

WALGREEN 

8123 

40 

169 

10682 

12 

330.5 

13 

3.1 

3.1 

18.4 

18.1 

155 

3COM 

8037 

134 

295 

1665 

45 

157.6 

NM 

9.5 

NM 

NA 

21.1 

156 

CARNIVAL 

8010 

19 

141 

1998 

11 

451.0 

18 

22.6 

21.1 

17.1 

21.5 

157 

AMERICAN  ELECTRIC  POWER 

8002 

28 

153 

5670 

3 

584.7 

5 

10.3 

10.1 

8.8 

12.3 

1 

158 

WACHOVIA 

7922 

33 

163 

3700y 

25 

602.5 

12 

16.3 

18.2 

12.7 

16.7 

4 

159 

EDISON  INTERNATIONAL 

7763 

6 

128 

8383 

0 

786.0 

9 

9.4 

8.6 

8.3 

11.6 

!  2 

160 

ILLINOIS  TOOL  WORKS 

7744 

51 

192 

4152 

20 

387.6 

40 

9.3 

8.0 

16.0 

20.1 

151 

WESTINGHOUSE  ELECTRIC 

7682 

39 

174 

6296 

7 

-44.0 

NM 

NM 

NM 

NM 

-4.5 

;  1 

162 

THE  GAP 

7679 

64 

209 

4395 

18 

354.0 

11 

8.1 

8.6 

21.6 

21.6 

163 

MELLON  BANK 

7665 

37 

171 

3241 

22 

691.0 

60 

21.3 

16.3 

NA 

18.2 

4 

1C4 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

7606 

17 

148 

6537 

3 

723.9 

-1 

11.1 

11.5 

9.2 

12.4 

1 

165 

WORLDCOM 

7601 

103 

342 

3266a 

60 

118.1 

NM 

3.6 

NM 

4.3 

4.5 

166 

AMERICAN  GENERAL 

7510 

17 

147 

6495 

34 

545.0 

6 

8.4 

10.6 

8.0 

9.4 

6 

167 

BAYNETWORKS 

7492 

118 

482 

1728 

44 

218.3 

116 

12.6 

8.4 

20.7 

23.1 

168 

U.S.  HEALTHCARE 

7484 

9 

137 

3518y 

21 

380.7 

-3 

10.8 

13.4 

42.3 

42.3 

169 

CORNING 

7452 

2 

129 

5346y 

11 

-50.8 

NM 

NM 

5.9 

1.2 

-2.5 

170 

UNOCAL 

7419 

7 

135 

8425z 

6 

260.0 

110 

3.1 

1.6 

6.1 

9.3 

171 

OCCIDENTAL  PETROLEUM 

7370 

18 

155 

10423 

13 

511.0 

NM 

4.9 

NM 

8.1 

12.4 

1 

172 

MORGAN  STANLEY  GROUP 

7355 

45 

190 

NA 

NA 

NA 

NA 

NA 

5.9 

NA 

NA 

!  14 

173 

FIRST  BANK  SYSTEM 

7338 

41 

184 

2844 

10 

568.1 

81 

20.0 

12.2 

13.8 

21.4 

3 

174 

MATTEL 

7327 

48 

198 

3639 

14 

357.8 

40 

9.8 

8.0 

23.2 

27.5 

175 

PITNEY  BOWES 

7315 

36 

180 

3555 

9 

407.7 

17 

11.5 

10.7 

16.8 

19.7 

176 

GOODYEAR  TIRE  &  RUBBER 

7221 

29 

173 

13169 

7 

611.0 

8 

4.6 

4.6 

15.7 

19.2 

!  l 

177 

CNA  FINANCIAL 

7184 

57 

217 

14700 

34 

757.0 

NM 

5.2 

0.3 

9.1 

12.3 

!  5 

178 

marsh  &  Mclennan 

7068 

18 

159 

3770 

10 

402.9 

5 

10.7 

11.1 

21.1 

24.0 

179 

DOMINION  RESOURCES 

6937 

6 

144 

4652 

4 

471.4 

-9 

10.1 

11.6 

7.2 

8.9 

!  l 

180 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

6882 

-3 

131 

6167 

4 

710.8 

-1 

11.5 

12.2 

NA 

12.2 

l 

181 

UNICOM 

6878 

26 

177 

6910 

10 

733.9 

75 

10.6 

6.7 

8.0 

11.4 

;  2 

182 

RALSTON  PURINA 

6817 

43 

197 

6873 

-8 

327.5 

76 

4.8 

2.5 

19.4 

50.4 

183 

WM.  WRIGLEY  JR. 

6815 

30 

183 

1770y 

7 

223.7 

-3 

12.6 

13.9 

28.2 

28.1 

184 

UST 

6740 

16 

167 

1325x 

8 

429.8 

11 

32.4 

31.7 

NA 

109.4 

185 

HONEYWELL 

6720 

45 

214 

6731 

11 

333.6 

20 

5.0 

4.6 

15.4 

16.5 

186 

W.R.  GRACE 

6719 

59 

233 

3707y 

14 

-196.6 

NM 

NM 

NM 

NA 

-11.7 

187 

TEXTRON 

6689 

43 

206 

9973 

3 

479.0 

11 

4.8 

4.5 

7.2 

14.9 

2 

188 

AMR 

6669 

44 

213 

16910 

5 

196.0 

-14 

1.2 

1.4 

5.7 

5.1 

2 

189 

MICRON  TECHNOLOGY 

6624 

5 

150 

3604 

95 

1013.3 

106 

28.1 

26.7 

43.1 

45.5 

190 

HOUSEHOLD  INTERNATIONAL 

6534 

55 

234 

5144 

12 

453.2 

23 

8.8 

8.0 

NA 

16.7 

2 

191 

SEAGATE  TECHNOLOGY 

6525 

281 

531 

5493 

38 

394.0 

59 

7.2 

6.2 

17.8 

21.8 

192 

TOYS 'R' US 

6520 

16 

119 

9022a 

7 

463.9 

-7 

5.1 

5.9 

12.5 

13.8 

193 

GENENTECH 

6517 

11 

166 

918y 

15 

146.4 

18 

16.0 

15.6 

9.0 

9.6 

194 

HERCULES 

6510 

27 

189 

2427 

-14 

332.8 

21 

13.7 

9.7 

26.2 

30.2 

195 

FREEPORT-McMORAN  COPPER  &  GOLD 

6492 

50 

224 

1834 

51 

253.6 

95 

13.8 

10.7 

14.0 

NA 

196 

AIR  PRODUCTS  &  CHEMICALS 

6488 

8 

172 

3891 

c) 

3  70  3 

51 

9.5 

6.8 

11.8 

15.1 

197 

ENTERGY 

6463 

27 

193 

6274 

5 

562.5 

33 

9.0 

7.1 

6.7 

7.4 

2 

198 

APPLIED  MATERIALS 

6409 

65 

258 

3596 

97 

559.9 

131 

15.6 

13.3 

25.8 

28.8 

199 

ITT 

6394 

NA 

NR 

6300 

31 

892.0 

48 

14.2 

12.6 

15.6 

NA 

1 

200 

SAFEWAY 

6383 

70 

274 

16398 

5 

328.3 

31 

2.0 

1.6 

NA 

43.3 

L 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  i 


1 

MONTH 
HIGH/ 
LOW 
i 

AS%0F 
BOOK 
VALUE 

P-E 
RATIO 

DIVIDENDS 

!        YIELD  PAYOUT 
1          %  % 

TOTAL 
RETURN 

% 

SHARES 

TUTONS 
HOLDING 

% 

SHRS. 
OUT 
MIL 

TURN- 
OVER 

FY 

EARNINGS  PER  SHARE 

ANALYSTS' 
1994           1995  1996 
ACTUAL         ACTUAL  EST 
$                $  $ 

ESTIMATES 
VARI- 
ATION 

% 

INDUSTRY  GROUP 

3/37 

211 

16 

4.41 

70 

27 

!  55 

182 

52.2 

12 

4.24b 

2.84 

3.12 

1.0 

Consumer  products 

3/20 

416 

24 

0.68 

16 

132 

82 

174 

1 10.5 

03 

1.69 

2.00d 

2.26 

2.7 

Electrical  &  electronics 

7/52 

201 

15 

2.23 

32 

36 

50 

114 

23.6 

12 

4.37 

4.94 

5.43 

1.1 

Banks 

3/23 

444 

25 

1.33 

34 

41 

51 

246 

52.7 

08 

1.14 

1.30 

1.49 

0.7 

Health  care 

1/26 

1019 

31 

|  0.00 

0 

88 

!  77 

164 

549.1 

05 

0.87 

1.57d 

2.19 

4.6 

Computers 

3/20 

382 

18 

!  1.28 

23 

20 

i  40 

285 

50.0 

1 1 

1.35 

1.59 

1.83 

2.2 

Leisure 

3/31 

186 

15 

!  5.60 

84 

34 

!  32 

187 

47.5 

12 

2.71 

2.85 

2.99 

3.7 

Utilities 

3/34 

219 

13 

3.10 

41 

38 

54 

170 

30.3 

12 

3.13 

3.50 

3.75 

1.3 

Banks 

3/15 

122 

11 

5.71 

60 

13 

!  NA 

444 

48.2 

12 

1.52 

1.66 

1.69 

2.4 

Utilities 

7/44 

402 

20 

1.03 

21 

48 

73 

118 

37.1 

12 

2.45 

3.29 

3.76 

1.9 

Manufacturing 

1/13 

448 

NM 

1.08 

DEF 

21 

34 

415 

98.8 

12 

0.07 

-0.19 

0.50 

60.0 

Electrical  &  electronics 

3/30 

468 

22 

0.90 

20 

66 

43 

144 

114.2 

01 

2.20 

2.46 

2.76 

2.2 

Retailing 

'737 

214 

13 

\  3.94 

49 

52 

|  60 

137 

91.2 

12 

2.42b 

4.46 

5.09 

2.4 

Banks 

3/26 

137 

1 1 

!  6.42 

71 

25 

33 

235 

36.3 

12 

2.98 

2.93 

2.86 

1.7 

Utilities 

3/21 

365 

29 

0.00 

0 

68 

61 

193 

197.4 

12 

-0.95 

1.36d 

1.77 

2.3 

Telecommunications 

3/30 

129 

14 

3.57 

49 

19 

70 

206 

48.7 

12 

2.45 

2.64 

3.46 

3.2 

Nonbank  financial 

3/21 

793 

55 

0.00 

0 

94 

75 

184 

560.9 

06 

0.63 

0.73 

1.50 

3.3 

Software/services 

3/27 

832 

20 

2.26 

45 

16 

68 

154 

361.9 

12 

2.42 

2.42 

2.72 

3.3 

Health  care 

7/24 

358 

NM 

2.22 

DEF 

3 

|  60 

229 

76.7 

12 

1.32 

-0.23 

1.80 

3.9 

Manufacturing 

L/25 

307 

33 

2.67 

88 

9 

63 

247 

70.6 

12 

0.36 

0.91 

1.58 

12.7 

Fuel 

1/19 

218 

18 

!  4.32 

76 

22 

!  53 

319 

87.2 

12 

-0.36 

1.31 

1.70 

17.1 

Fuel 

1/33 

177 

NA 

1.49 

NA 

41 

50 

157 

85.4 

1 1 

2.02b 

NA 

4.03 

12.4 

Nonbank  financial 

3/38 

280 

14 

!  2.86 

40 

52 

!  57 

127 

75.2 

12 

2.20b 

4.11 

4.69 

1.1 

Banks 

3/22 

571 

21 

0.72 

15 

50 

81 

220 

66.5 

12 

1.12 

1.58 

1.85 

1.6 

Leisure 

S/35 

9  354 

18 

2.86 

52 

39 

76 

152 

49.3 

12 

2.21 

2.68 

3.01 

1.7 

Office  equipment 

3/34 

226 

12 

!  2.11 

25 

31 

69 

152 

101.4 

12 

3.75 

4.02 

4.50 

1.6 

Automotive 

3/72 

118 

10 

!  o.oo 

0 

57 

NA 

62 

10.0 

12 

0.51 

12.14 

9.67 

8.0 

Nonbank  financial 

j/76 

421 

18 

3.29 

58 

22 

69 

73 

46.9 

12 

5.19 

5.53 

6.12 

1.5 

Nonbank  financial 

3735 

145 

16 

!  6.53 

105 

1 1 

!  39 

176 

39.5 

12 

2.81 

2.45 

3.06 

2.0 

Utilities 

1127 

127 

10 

7.68 

80 

4 

37 

245 

44.7 

12 

2.78 

2.71 

2.68 

3.7 

Utilities 

3/23 

1 19 

10 

5.00 

52 

32 

61 

215 

51.7 

12 

1.66 

3.07 

3.06 

3.3 

Utilities 

3/46 

1110 

25 

1.79 

45 

43 

57 

102 

41.1 

09 

2.05b 

2.66 

3.35 

3.0 

Food 

3/43 

855 

30 

!  1.79 

54 

32 

26 

116 

28.8 

12 

1.98 

1.93 

2.16 

0.9 

Food 

5/27 

1716 

17 

3.65 

60 

23 

60 

189 

62.4 

12 

1.87 

2.16 

2.46 

2.0 

Consumer  products 

5/35 

333 

20 

1.96 

40 

49 

i  72 

127 

74.0 

12 

2.15 

2.62 

3.02 

2.0 

Electrical  &  electronics 

2/42 

400 

NM 

0.72 

DEF 

55 

82 

97 

179.1 

12 

0.88 

-2.05 

4.27 

3.0 

Chemicals 

?/53 

208 

14 

1.98 

28 

47 

i  65 

85 

51.2 

12 

4.80 

5.51 

6.13 

0.8 

Conglomerates 

3/59 

179 

NA 

0.00 

0 

44 

98 

76 

249.6 

12 

4.51b 

NA 

8.15 

6.5 

Transportation 

5/30 

297 

8 

0.63 

5 

4 

60 

207 

737.6 

08 

1.90b 

3.90 

5.46 

19.0 

Electrical  &  electronics 

3/42 

256 

16 

2.02 

32 

57 

I  69 

97 

82.9 

12 

3.52 

4.31 

5.11 

1.6 

Nonbank  financial 

3/24 

361 

21 

0.00 

0 

172 

!  68 

100 

265.1 

06 

2.83b 

3.06 

5.38 

5.4 

Computers 

3/21 

194 

16 

0.00 

0 

-14 

60 

273 

139.5 

01 

1.85 

1.53d 

1.81 

4.4 

Retailing 

5/46 

425 

45 

0.00 

0 

9 

1 

119 

47.7 

12 

1.04 

1.21 

1.41 

7.8 

Health  care 

3/43 

590 

20 

1.40 

29 

38 

80 

109 

68.0 

12 

2.29 

2.93 

3.23 

4.3 

Chemicals 

3/20 

1542 

33 

2.76 

92 

59 

22 

199 

46.0 

12 

0.38 

0.98 

1.50 

16.7 

Metals 

3/47 

265 

16 

1.95 

32 

10 

73 

122 

60.2 

09 

2.06 

3.29 

3.46 

2.0 

Chemicals 

0/20 

99 

13 

j  6.34 

85 

35 

!  66 

228 

70.6 

12 

1.49 

2.13 

2.37 

3.8 

Utilities 

{JltLO 

330 

14 

0.00 

0 

55 

50 

179 

700.9 

10 

1.26 

2.56 

4.10 

3.9 

Manufacturing 

1/47 

110 

34 

0.00 

0 

NA 

2 

106 

NA 

12 

0.48 

1.80 

2.54 

5.9 

Leisure 

0/16 

842 

22 

0.00 

0 

67 

38 

214 

56.5 

12 

1.03 

1.35 

1.61 

2.5 

Food 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

AS! 

$  MIL 

CHANGE 

V// 

VEAR 
AGO 
RANK 

12 

MONTHS 
t  1995 
SMIL. 

CHANGE 
FROM 
1994 

MONTHS 
1995 
$  MIL 

CHANGE 
FROM 
1994 

12 

MONTHS 
1995 

12 

MONTH'. 

1994 

ON 
INVESTED 
CAPITAL 

% 

. 

COMMON 
EQUITY 

X 

MO 
1 

1  % 

201 

ALLTEL 

6293 

17 

179 

3110 

6 

354.6 

31 

11.4 

9.3 

12.0 

18.3 

202 

MBNA 

6293 

61 

253 

2565y 

38 

353.1 

32 

13.8 

14.4 

12.4 

33.4 

1 

203 

HALLIBURTON 

6282 

48 

230 

5699y 

3 

233.8 

36 

4.1 

3.1 

10.0 

11.9 

204 

UNION  PACIFIC  RESOURCES  GROUP 

6275 

NA 

NR 

1456a 

9 

350.7 

-10 

24.1 

29.3 

18.2 

18.4 

205 

PECO  ENERGY 

6271 

6 

164 

4186 

4 

630.7 

45 

15.1 

10.8 

9.3 

12.9 

'  1 

206 

THE  LIMITED 

6268 

0 

154 

7881y 

8 

961.5 

114 

12.2 

6.1 

25.1 

28.1 

207 

BOATMEN'S  BANCSHARES 

6180 

91 

252 

2816 

14 

418.8 

3 

14.9 

16.5 

18.1 

14.9 

!  3 

208 

MARRIOTT  INTERNATIONAL 

6165 

62 

269 

8961 

6 

247.0 

24 

2.8 

2.4 

16.9 

25.6 

209 

DURACELL  INTERNATIONAL 

6133 

26 

204 

2180 

9 

245.6 

11 

11.3 

11.1 

14.9 

17.5 

210 

FEDERATED  DEPARTMENT  STORES 

6129 

53 

352 

15049 

81 

74.6 

-60 

0.5 

2.3 

2.4 

1.9 

1 

211 

UNION  CARBIDE 

6116 

48 

229 

5888 

21 

925.0 

138 

15.7 

8.0 

29.9 

47.1 

212 

SYSCO 

6044 

17 

187 

12722 

10 

266.8 

14 

2.1 

2.0 

14.1 

17.8 

213 

CROWN  CORK  &  SEAL 

6036 

58 

266 

5054 

14 

74.9 

-43 

1.5 

2.9 

6.6 

5.1 

j  1 

214 

ITT  HARTFORD  GROUP 

6031 

NA 

NR 

12150a 

9 

559.0 

-12 

4.6 

5.7 

10.2 

11.6 

9 

215 

TURNER  BROADCASTING  SYSTEM 

5982 

54 

256 

3437 

22 

102.7 

122 

3.0 

1.6 

7.7 

63.4 

216 

CONRAIL 

5959 

37 

222 

3686 

-1 

264.0 

-19 

7.2 

8.7 

7.6 

7.8 

217 

COX  COMMUNICATIONS 

5944 

NA 

NR 

1286 

75 

103.8 

291 

8.1 

3.6 

NA 

4.5 

218 

HOUSTON  INDUSTRIES 

5943 

18 

210 

3680 

-2 

445.8 

-3 

12.1 

12.2 

8.0 

9.9 

1 

219 

CORESTATES  FINANCIAL 

5936 

36 

221 

2830y 

14 

452.2 

82 

16.0 

10.1 

14.3 

19.5 

!  2 

220 

BROWNING-FERRIS  INDUSTRIES 

5931 

-3 

156 

5917 

26 

378.0 

20 

6.4 

6.7 

9.9 

13.6 

221 

CUC  INTERNATIONAL 

5923 

47 

246 

1262a 

26 

148.2 

35 

11.7 

11.0 

23.2 

23.7 

BARNETT  BANKS 

5917 

38 

226 

3622 

18 

533.3 

9 

14.7 

15.8 

NA 

16.3 

4 

223 

PACIFICORP 

5899 

9 

178 

3401 

-3 

505.0 

8 

14.9 

13.3 

9.4 

13.0 

|  1- 

224 

HERSHEY  FOODS 

5824 

37 

231 

3691 

2 

281.9 

53 

7.6 

5.1 

26.2 

27.6 

225 

FLEET  FINANCIAL  GROUP 

5820 

38 

232 

7099 

17 

610.0 

-28 

8.6 

13.9 

11.9 

10.4 

5( 

226 

GEORGIA-PACIFIC 

5763 

-15 

140 

14292 

12 

1018.0 

212 

7.1 

2.6 

16.6 

29.6 

!  l 

227 

EASTMAN  CHEMICAL 

5756 

27 

219 

5040 

16 

559.0 

66 

11.1 

7.8 

23.0 

36.6 

228 

LINCOLN  NATIONAL 

5748 

51 

235 

6633y 

7 

482.2 

38 

7.3 

5.7 

NA 

10.7 

!  6. 

229 

TRW 

5683 

34 

227 

10172 

12 

446.2 

34 

4.4 

3.7 

18.5 

20.9 

230 

AON 

5618 

50 

284 

3466 

14 

303.7 

13 

8.8 

8.8 

10.6 

10.8 

i! 

231 

CAROLINA  POWER  &  LIGHT 

5617 

31 

245 

3007 

5 

372.6 

19 

12.4 

10.9 

9.4 

14.1 

:  i 

232 

FLUOR 

5582 

247 

9644 

14 

238.8 

20 

2.5 

2.3 

17.2 

16.7 

233 

INTERNATIONAL  FLAVORS  &  FRAGRANCES 

5562 

4 

181 

1439 

9 

248.8 

10 

17.3 

17.2 

22.1 

22.2 

234 

MORTON  INTERNATIONAL 

5553 

28 

225 

3475 

12 

326.3 

23 

9.4 

8.5 

17.5 

18.8 

235 

R.R.  DONNELLEY 

5542 

6 

185 

6512 

33 

298.8 

11 

4.6 

5.5 

10.9 

14.1 

i 

236 

TYCO  INTERNATIONAL 

5517 

43 

262 

4843 

14 

273  0 

49 

5.6 

4.3 

13.8 

15.7 

237 

BANK  OF  BOSTON 

5450 

70 

312 

4874 

13 

541.0 

22 

11.1 

10.2 

NA 

15.5 

4" 

238 

NEWMONTGOLD 

5435 

61 

298 

636 

7 

124.9 

50 

19.6 

14.0 

11.4 

15.0 

239 

AVON  PRODUCTS 

5435 

40 

255 

4492 

5 

286.1 

8 

6.4 

6.2 

NA 

167.7 

240 

CABLETRON  SYSTEMS 

5416 

91 

347 

999 

33 

202.5 

35 

20.3 

19.9 

26.7 

26.7 

241 

CENTRAL  &  SOUTH  WEST 

5352 

14 

211 

3730 

3 

421.0 

2 

11.3 

11.4 

10.8 

12.7 

i; 

242 

DAYTON  HUDSON 

5348 

6 

194 

22564a 

10 

362.0 

-16 

1.6 

2.1 

7.7 

11.3 

i: 

243 

ALCO  STANDARD 

5347 

44 

276 

10310y 

25 

235.2 

179 

2.3 

1.0 

8.3 

15.0 

244 

SERVICE  CORP.  INTERNATIONAL 

5321 

99 

364 

1652 

48 

183.6 

40 

11.1 

11.7 

7.1 

13.4 

245 

USX-MARATHON  GROUP 

5317 

14 

212 

13871x 

9 

-83.0 

NM 

NM 

2.5 

NM 

-2.6 

K 

246 

U.S.  ROBOTICS 

52  73 

725 

NR 

1092 

97 

95.7 

149 

8.8 

6.9 

18.1 

19.9 

247 

GENUINE  PARTS 

5251 

10 

207 

5262 

8 

309.2 

7 

5.9 

5.9 

18.4 

18.8 

248 

BECTON,  DICKINSON 

5248 

49 

285 

2759 

6 

262.7 

12 

9.5 

9  i ) 

15.0 

18.8 

£ 

249 

WINN-DIXIE  STORES 

5229 

25 

236 

12567 

11 

243.0 

9 

1.9 

2.0 

18.3 

18.3 

250 

DTE  ENERGY 

5170 

.'•4 

237 

3636 

3 

433.8 

3 

11.9 

11.9 

7.9 

11.8 

11 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  C 


1 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

MONTH 
HIGH/ 

$ 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

I  % 

PAYOUT 

TOTAL 
RETURN 

INSTI- 
TUTIONS 
HOI  DING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

fv 

1994 
ACTUAL 

$ 

1995 
ACTUAL 

$ 

ANALYSTS' ESTIMATES 
1996  VARI- 
ES!. ATION 
$  % 

5/23 

327 

18 

rt  

3.13 

56 

20 

38 

189 

36.8 

12 

1.43 

1.86 

1.94 

1.0 

Telecommunications 

1/18 

596 

18 

1.98 

36 

64 

51 

223 

95.2 

12 

1.18 

1.54 

1.97 

2.5 

Banks 

5/35 

319 

27 

1.82 

49 

55 

78 

114 

112.2 

12 

1.56 

2.04 

2.38 

4.2 

Fuel 

5/21 

329 

46 

0.19 

9 

NA 

NA 

244 

NA 

12 

NA 

0.56 

1.06 

0.1 

Fuel 

5/24 

138 

11 

6.16 

66 

12 

40 

222 

52.4 

12 

1.76 

2.64 

2.72 

2.2 

Utilities 

5/15 

183 

7 

2.29 

15 

2 

52 

358 

93.7 

01 

1.25 

2.68 

1.13 

9.7 

Retailing 

5/30 

220 

12 

|  3.77 

46 

31 

33 

157 

67.7 

12 

3.40 

3.25 

3.68 

1.9 

Banks 

/31 

639 

26 

0.57 

15 

59 

52 

126 

49.3 

12 

1.51 

1.87 

2.17 

1.8 

Leisure 

5/41 

438 

26 

2.01 

53 

26 

57 

119 

85.7 

06 

1.68 

1.95 

2.15 

0.5 

Manufacturing 

m 

152 

78 

0.00 

0 

38 

88 

203 

135.1 

01 

1.41 

0.39 

2.03 

4.4 

Retailing 

5/27 

315 

8 

|  1.67 

13 

60 

66 

136 

128.8 

12 

2.27b 

5.83 

4.72 

21.2 

Chemicals 

5/26 

403 

24 

1.58 

38 

17 

59 

184 

62.0 

06 

1.18 

1.38 

1.56 

1.3 

Food 

/34 

414 

57 

i  0.00 

0 

11 

45 

128 

104.3 

12 

1.47 

0.83 

2.39 

8.4 

Containers 

5/47 

125 

11 

3.11 

34 

NA 

3 

117 

NA 

12 

5.40 

4.77 

4.73 

0.0 

Nonbank  financial 

»/17 

3692 

81 

!  0.24 

19 

54 

19 

206 

19.7 

12 

0.16 

0.36 

0.58 

13.8 

Publishing/TV 

5/51 

196 

25 

2.36 

58 

34 

82 

83 

140.2 

12 

3.56b 

2.94 

5.37 

3.9 

Transportation 

1/14 

255 

55 

|  0.00 

0 

28 

20 

270 

21.3 

12 

NA 

0.40 

-0.13 

84.6 

Publishing/TV 

>/18 

141 

13 

1  6.63 

89 

26 

45 

263 

52.3 

12 

1.66 

1.68 

1.84 

2.7 

Utilities 

)/29 

256 

13 

I  3.91 

52 

48 

58 

138 

62.0 

12 

1.75 

3.22 

4.12 

3.2 

Banks 

/27 

213 

15 

2.30 

35 

-2 

70 

200 

111.8 

09 

1.52 

1.93 

1  91 

3.7 

Services 

)/23 

947 

38 

!  0.00 

0 

39 

87 

182 

80.9 

01 

0.67 

0.86d 

1.07 

2.8 

Services 

t/43 

186 

12 

3.01 

37 

45 

51 

95 

65.6 

12 

4.66b 

5.13 

5.63 

1.8 

Banks 

?/18 

164 

13 

|  5.20 

66 

14 

37 

284 

46.0 

12 

1.51 

1.64 

1.56 

3.8 

Utilities 

/48 

570 

22 

1.91 

42 

57 

34 

77 

41.7 

12 

2.12 

3.40 

3.84 

1.0 

Food 

1/31 

146 

26 

4.18 

110 

37 

71 

142 

131.7 

12 

3.75 

1.57 

4.25 

3.8 

Banks 

5/63 

167 

6 

3.17 

18 

-13 

68 

91 

160.5 

12 

3.66 

11.29 

6.14 

37.6 

Paper 

5/53 

377 

11 

2.33 

25 

35 

62 

80 

92.8 

12 

4.05 

6.78 

6.81 

8.7 

Chemicals 

740 

132 

12 

3.35 

40 

41 

68 

105 

36.2 

12 

3.37 

4.63 

4.73 

3.2 

Nonbank  financial 

?/64 

267 

13 

2.54 

33 

35 

62 

66 

66.0 

12 

5.01b 

6.62 

7.17 

3.9 

Conglomerates 

5/34 

219 

20 

2.62 

53 

54 

47 

108 

32.7 

12 

3.14 

2.57 

3.84 

4.2 

Nonbank  financial 

3/26 

218 

15 

4.99 

73 

39 

31 

154 

34.5 

12 

2.03 

2.48 

2.56 

3.9 

Utilities 

5/46 

390 

24 

1.01 

24 

39 

66 

83 

77.9 

10 

2.32 

2.78 

3.20 

1.9 

Services 

5/46 

496 

22 

i  2.71 

61 

7 

54 

111 

44.9 

12 

2.03 

2.24 

2.47 

1.2 

Chemicals 

3/26 

319 

19 

1.38 

27 

31 

65 

147 

78.5 

06 

1.51 

1.96 

2.29 

3.1 

Chemicals 

1/33 

262 

18 

2.00 

37 

7 

72 

154 

34.4 

12 

1.75 

1.95 

2.23 

1.8 

Services 

3/26 

317 

25 

0.55 

14 

39 

86 

153 

68.6 

06 

1.35 

1.44 

1.98 

2.0 

Manufacturing 

)/26 

168 

11 

3.04 

33 

66 

72 

112 

165.5 

12 

3.67b 

4.43 

4.71 

2.8 

Banks 

1/34 

665 

48 

0.85 

41 

62 

NA 

97 

21.0 

12 

0.70 

1.17 

1.23 

18.7 

Metals 

'/54 

3186 

19 

|  2.89 

55 

47 

86 

68 

95.7 

12 

3.75 

4.19 

4.70 

1.9 

Consumer  products 

5/39 

714 

25 

;  0.00 

0 

90 

67 

72 

192.7 

02 

2  2  7 

3.00d 

3.68 

4.1 

Software/services 

3/23 

168 

13 

6.27 

83 

20 

43 

193 

45.4 

12 

2.08 

2.10 

2.19 

3.7 

Utilities 

L/63 

177 

19 

I  2.37 

45 

8 

83 

72 

115.5 

01 

5.77 

3.95d 

5  02 

6.0 

Retailing 

3/32 

373 

26 

1.18 

31 

40 

64 

113 

74.2 

09 

0.55 

1.81 

2.26 

3.1 

Conglomerates 

3/27 

389 

25 

0.97 

24 

63 

73 

117 

65.0 

12 

1.51 

1.80 

2.07 

1.5 

Services 

?/16 

162 

NM 

3.68 

DEF 

18 

67 

287 

59.9 

12 

1.10 

-0.31 

1.15 

7.8 

Fuel 

5/27 

1098 

80 

0.00 

0 

359 

86 

43 

535.2 

09 

1.03 

1.55 

3.89 

2.6 
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0.90 
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0.14 
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51 
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44 
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-9 

45 
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1.42 

0.38 
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0/36 

213 

1  o 
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4.55 

t 

t 

Publishing/TV 

7/34 

158 

13 

2.16 

28 

33 

68 

94 

44.3 

12 

3.02 

3.60 
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9.1 
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14.0 

7627 

303 

UNUM 

4298 

40 

326 
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304 

ESTEE  LAUDER 

4296 

NA 

NR 

3095a 

NA 

141.2 

NA 

4.6 

NA 

19.5 

23.7 

1826 

305 

GREEN  TREE  FINANCIAL 

4285 

66 

374 

711 

43 

254.0 

40 

35.7 

36.4 

18.6 

27.8 

2384 

30G 

AMERICAN  STORES 

4263 

22 

287 

17865a 

-4 

325.5 

3 

1.8 

I  7 

9.7 

14.5 

7175 

307 

MIRAGE  RESORTS 

4251 

97 

431 

1331 

6 

169.9 

36 

12.8 

9.9 

13.5 

14.7 

1793 

308 

PHELPS  DODGE 

4242 

10 

261 

4185 

27 

746.6 

176 

17.8 

8.2 

23.9 

27.9 

4646 

309 

TELLABS 

4196 

85 

414 

635 

29 

115.6 

60 

18.2 

14.7 

29.2 

29.4 

552 

310 

FEDERAL  EXPRESS 

4195 

15 

279 

9803 

10 

315.5 

22 

3  2 

2.9 

10.5 

13.0 

6635 

311 

BALTIMORE  GAS  &  ELECTRIC 

4186 

16 

280 

2935 

5 

338.0 

4 

11.5 

11.6 

8.2 

10.6 

8317 

312 

TRIBUNE 

4175 

12 

277 

2245 

6 

245.5 

5 

10.9 

11.0 

13.4 

NA 

3288 

313 

COOPER  INDUSTRIES 

4167 

-9 

215 

4886y 

7 

280.6 

-A 

5.7 

6.4 

10.2 

16.9 

6100 

314 

NORTHWEST  AIRLINES 

4148 

100 

456 

9085 

9 

342.1 

16 

3.8 

3.6 

14.4 

NM 

8781 

315 

WHIRLPOOL 

4117 

3 

244 

8347 

3 

209.0 

32 

2.5 

2.0 

11.7 

11.1 

7800 

316 

COMPUTER  SCIENCES 

4081 

63 

360 

4100 

33 

133.3 

28 

3.3 

3.4 

9.4 

10.6 

2536 

317 

SILICON  GRAPHICS 

4063 

-18 

201 

2497 

38 

231.4 

25 

9.3 

10.3 

NA 

16.2 

2265 

318 

SALOMON 

4058 

6 

265 

8933y 

42 

457.0 

NM 

5.1 

NM 

NM 

10.5 

162586 

319 

CONSOLIDATED  NATURAL  GAS 

4024 

17 

294 

3307 

9 

21.3 

-88 

0.6 

6.0 

NM 

1.1 

5418 

320 

GENERAL  PUBLIC  UTILITIES 

4019 

15 

288 

3805 

4 

481.9 

151 

12.7 

5.3 

10.4 

15.2 

9870 

321 

ENRON  OIL  &  GAS 

3996 

20 

304 

64 9y 

4 

142.1 

-4 

21.9 

23.6 

11.1 

12.5 

2147 

322 

DELTA  AIR  LINES 

3991 

36 

337 

12250 

2 

510.0 

NM 

4.2 

NM 

13.1 

20.3 

11998 

323 

NETSCAPE  COMMUNICATIONS 

3974 

NA 

NR 

81 

NM 

-3.4 

NM 

NM 

NM 

NM 

-20.9 

228 

324 

HBO 

3972 

225 

679 

496 

39 

-25.2 

NM 

NM 

8.8 

-10.4 

-7.9 

535 

325 

HUMANA 

3971 

5 

270 

4605y 

29 

190.0 

8 

4.1 

4.9 

15.9 

15.5 

2878 

326 

PP&L  RESOURCES 

3965 

23 

311 

2752 

1 

350.4 

43 

12.7 

9.0 

8.0 

12.7 

9492 

327 

JEFFERSON-PILOT 

3961 

43 

355 

1569 

24 

255.3 

11 

16.3 

18.1 

12.8 

12.7 

7990 

328 

MFS  COMMUNICATIONS 

3940 

77 

421 

583 

103 

-267.9 

NM 

NM 

NM 

NM 

-31.4 

1867 

329 

COASTAL 

3865 

28 

330 

10448 

2 

270.4 

16 

2.6 

2.3 

10.1 

9.8 

10659 

330 

CHAMPION  INTERNATIONAL 

3826 

0 

263 

6972 

31 

771.8 

NM 

11.1 

1.2 

14.3 

21.7 

9543 

331 

CASE 

3795 

130 

NR 

4937 

16 

346.0 

110 

7.0 

3.9 

18.5 

23.5 

5469 

332 

AUTOZONE 

3795 

-2 

260 

1881 

19 

145.9 

20 

7.8 

7.7 

20.2 

20.2 

1196 

333 

DOW  JONES 

3786 

11 

290 

2284 

9 

189.6 

5 

8.3 

8.7 

10.5 

12.2 

2534 

334 

GENERAL  DYNAMICS 

3771 

27 

333 

3067 

0 

247.0 

11 

8.1 

7.3 

14.8 

16.7 

3164 

335 

BAKER  HUGHES 

3756 

39 

361 

2725 

10 

128.2 

-7 

4.7 

5.6 

6.8 

8.1 

3223 

336 

AMERICA  ONLINE 

3739 

217 

741 

708 

245 

3.9 

NM 

0.6 

NM 

0.9 

i  0 

694 

337 

STATE  STREET  BOSTON 

3735 

53 

366 

2274 

26 

247.1 

12 

10.9 

12.2 

32.5 

16.1 

25526 

338 

SOUTHERN  PACIFIC  RAIL 

3709 

33 

351 

3151 

0 

-3.4 

NM 

NM 

7.9 

NM 

-0.3 

4749 

339 

H&R  BLOCK 

3676 

-6 

251 

1528y 

12 

94.8 

-52 

6.2 

14.6 

18.4 

18.4 

1029 

340 

N  0  R  0  S.  i c  Q  M 

3670 

6 

289 

406  3y 

7 

180.9 

-7 

4.5 

5.1 

11.5 

11.9 

2898 

341 

COCA-COLA  £;  ARISES 

3648 

38 

363 

6773 

13 

82.0 

19 

1.2 

1.1 

4.7 

5.8 

9064 

342 

OHIO  EDISON 

3624 

.  4 

314 

2466 

4 

324.4 

5 

13.2 

13.0 

8.7 

12.3 

8824 

343 

SHERWIN-WILLIAMS 

3621 

27 

343 

3274 

6 

200.7 

8 

6.1 

6.0 

16  8 

17.0 

2100 

344 

TIMES  MIRROR 

3594 

51 

402 

3448 

3 

-339.0 

NM 

NM 

3.9 

NA 

-28.0 

4013 

345 

LSI  LOGIC 

3572 

15 

319 

1268 

41 

238.1 

119 

18.8 

12.1 

18.1 

19.6 

1850 

346 

MOLEX 

3551 

32 

362 

1337 

27 

139.0 

30 

10.4 

10.2 

12.8 

12.9 

1390 

347 

DILLARD  DEPARTMENT  STORES 

3533 

14 

322 

5924a 

5 

257.0 

5 

4.3 

4.3 

9.2 

10.5 

5171 

:-!4> 

DSC  COMMUNICATIONS 

3517 

-14 

242 

1422 

42 

192.7 

18 

13.6 

16.2 

16.2 

18.8 

L759 

349 

ALLEGHENY  POWER  SYSTEM 

3507 

25 

350 

2648 

8 

254.9 

6 

9.6 

9.8 

8.1 

11.4 

6438 

3SO 

W.W.GRAINGER 

3480 

12 

323 

3277 

8 

186.7 

46 

5.7 

4.2 

16.6 

16.4 

1663 
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moN 

12-MONTH 
HIGH/ 

$ 

PRICE 
A$%OF 
BOOK 
VALUE 

P-E 
RATIO 

DIVIDENDS 

YIELD  PAYOUT 
1          %  % 

TOTAL 
RETURN 

SHARES 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

FY 

EARNINGS  PER  SHARE 

ANALYSTS'  ESTIMATES 
1994           1995         1996  VARI- 
ACTUAL         ACTUAL        EST  ATION 
$                $              $  % 

INDUSTRY  GROUP 



44/35 

183 

14 

5.92 

85 

18 

28 

102 

42.0 

12 

3.01 

2.95 

2.99 

1.7 

Utilities 

31/21 

198 

14 

3.14 

44 

31 

71 

150 

45.8 

12 

1.51 

2.03 

2.23 

2.2 

Utilities 

62/40 

205 

15 

1.80 

27 

41 

71 

73 

68.4 

12 

2.09 

3.87 

4.27 

1.4 

Nonbank  financial 

39/32 

1119 

NA 

0.00 

0 

NA 

NA 

117 

NA 

06 

NA 

NA 

NA 

NA 

Consumer  products 

33/18 

468 

17 

0.79 

14 

66 

91 

135 

113.8 

12 

1.31 

1.81 

2.14 

2.3 

Nonbank  financial 

31/24 

190 

13 

1.92 

26 

21 

58 

146 

47.6 

01 

2.42 

2.16d 

2.32 

3.4 

Food 

46/23 

367 

26 

0.00 

0 

95 

75 

92 

114.3 

12 

1.32 

1.77 

1.93 

3.6 

Leisure 

71/52 

158 

6 

2.94 

17 

15 

77 

69 

168.2 

12 

3.81 

10.65 

9.04 

20.4 

Metals 

53/26 

1066 

38 

0.00 

0 

82 

73 

89 

417.4 

12 

0.80 

1.26 

1.59 

2.5 

Telecommunications 

86/59 

173 

14 

0.00 

0 

14 

83 

57 

100.1 

05 

5.27 

5.21d 

6.35 

2.5 

Transportation 

30/23 

149 

14 

5.50 

77 

22 

37 

148 

45.2 

12 

1.93 

2.02 

2.19 

2.7 

Utilities 

69/54 

331 

21 

1.80 

37 

22 

57 

63 

67.3 

12 

3.07b 

3.22 

3.82 

4.5 

Publishing/TV 

41/33 

251 

15 

|  3.42 

53 

2 

70 

108 

72.0 

12 

2.10 

2.51 

2.70 

3.3 

Electrical  &  electronics 

54/22 

NEG 

13 

0.00 

0 

86 

37 

90 

113.2 

12 

2.92 

3.64 

5.79 

4.7 

Transportation 

61/50 

219 

20 

1  2.45 

49 

5 

79 

74 

98.2 

12 

2.10 

2.80 

3.81 

4.2 

Consumer  products 

81/47 

324 

30 

0.00 

0 

49 

81 

56 

92.6 

03 

2.09 

2.47d 

2.95 

1.7 

Software/services 

46/21 

285 

20 

|  0.00 

0 

-28 

69 

163 

211.9 

06 

0.91 

1.28 

1.43 

4.2 

Computers 

43/32 

110 

11 

1.68 

18 

8 

54 

106 

97.4 

12 

-4.31b 

3.50 

3.86 

10.4 

Nonbank  financial 

47/36 

202 

NM 

4.51 

843 

21 

43 

94 

41.7 

12 

1.97 

0.23 

2.51 

3.2 

Utilities 

35/28 

139 

9 

5.63 

50 

17 

61 

120 

57.5 

12 

1.42 

3.79 

2.97 

1.0 

Utilities 

29/19 

350 

28 

!  0.48 

13 

20 

15 

160 

28.3 

12 

0.93 

0.89 

0.89 

14.6 

Fuel 

81/55 

192 

19 

0.26 

5 

35 

88 

51 

311.6 

06 

-4.72b 

4.01 

7.72 

12.8 

Transportation 

87/23 

NM 

NM 

|  0.00 

0 

NA 

5 

78 

NA 

12 

-0.35 

-0.05 

0.17 

11.8 

Software/services 

101/38 

1246 

NM 

0.16 

DEF 

158 

88 

40 

308.8 

12 

0.85 

-0.67 

1.90 

2.6 

Software/services 

29/17 

324 

21 

•  0.00 

0 

4 

67 

162 

197.9 

12 

1.10 

1.17 

1.44 

6.3 

Health  care 

27/18 

155 

12 

6.71 

81 

28 

23 

159 

NA 

12 

1.41 

2.05 

2.01 

3.0 

Utilities 

58/34 

198 

16 

|  2.30 

36 

50 

42 

71 

36.6 

12 

3.15 

3.55 

3.59 

4.7 

Nonbank  financial 

68/29 

438 

NM 

0.00 

0 

74 

28 

65 

127.7 

12 

-2.42 

-4.43 

-4.35 

21.2 

Telecommunications 

39/27 

150 

15 

1.09 

17 

29 

66 

105 

54.8 

12 

2.05 

2.40 

2.87 

4.5 

Fuel 

60/38 

109 

5 

0.50 

3 

-2 

88 

96 

189.7 

12 

0.38b 

7.67 

5.98 

22.9 

Paper 

54/22 

263 

11 

0.38 

4 

128 

69 

71 

120.4 

12 

2.32 

4.72 

4.38 

5.7 

Manufacturing 

30/22 

525 

28 

0.00 

0 

-3 

44 

147 

60.8 

08 

0.78 

0.93 

1.15 

0.9 

Retailing 

40/34 

243 

20 

2.46 

49 

13 

38 

97 

30.9 

12 

1.83 

1.96 

2.17 

2.8 

Publishing/TV 

63/43 

255 

15 

2.52 

38 

29 

58 

63 

64.1 

12 

3.51 

3.92 

4.17 

2.6 

Aerospace  &  defense 

28/18 

246 

39 

1.74 

69 

40 

70 

142 

132.8 

09 

0.85 

0.67 

1.04 

5.8 

Fuel 

57/17 

921 

NM 

0  00 

0 

177 

79 

76 

865.2 

06 

0.10 

-0.50 

0.46 

8.7 

Software/services 

48/30 

243 

15 

j  1.59 

24 

44 

77 

83 

61.8 

12 

2.68b 

2.95 

3.31 

2.1 

Banks 

25/15 

351 

NM 

0.00 

0 

33 

40 

156 

107.8 

12 

1.63 

-0.02 

0.59 

15.3 

Transportation 

49/32 

713 

20 

3.62 

72 

-2 

77 

104 

140.2 

04 

1.01 

1.77d 

2.01 

6.5 

Nonbank  financial 

45/35 

265 

22 

1.11 

25 

8 

54 

81 

195.7 

01 

2.47 

2.02 

2.50 

7.6 

Retailing 

30/20 

263 

46 

0.18 

8 

39 

41 

129 

31.5 

12 

0.52 

0.62 

0.78 

6.4 

Consumer  products 

25/19 

152 

12 

6.32 

73 

21 

38 

153 

40.7 

12 

1.97 

2.05 

2.09 

1.9 

Utilities 

45/33 

307 

18 

1.65 

30 

28 

62 

85 

49.7 

12 

2.15 

2.34 

2.62 

1.9 

Housing 

37/17 

236 

NM 

0.71 

DEF 

85 

44 

106 

85.4 

12 

0.98 

-3.74 

1.25 

9.6 

Publishing/TV 

63/23 

294 

16 

0.00 

0 

1 

99 

129 

352.3 

12 

0.93b 

1.75 

2.16 

4.2 

Electrical  &  electronics 

37/27 

330 

28 

0.17 

5 

31 

21 

101 

40.9 

06 

0.96 

1  24 

1.50 

0.7 

Electrical  &  electronics 

34/24 

144 

14 

0.38 

5 

14 

76 

113 

88.7 

01 

2.23 

2.31d 

2.58 

3.5 

Retailing 

64/22 

344 

19 

0.00 

0 

-15 

87 

115 

575.7 

12 

1.39 

1.63 

1.82 

6.0 

Telecommunications 

31/22 

166 

15 

5.77 

84 

31 

40 

120 

38.8 

12 

1.86 

2.00 

2.07 

3.9 

Utilities 

71/56 

306 

19 

1.35 

25 

13 

62 

51 

59.7 

12 

2.50 

3.64 

4.08 

2.5 

Services 
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THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

1       S  MIL 

CHANGE 
FROM 
1995 

% 

YEAR 
AGO 
RANK 

12 
MONT/IS 
1995 
SMIL 

CHANGE 
FROM 
1994 

12 

MONTHS 
1995 
SMIL 

CHANGE 
FROM 
1994 

% 

12 

MONTHS 
1995 

12 

MONTHS 
1994 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

i  12 
1  MONTHS 

1995 
1        $  MIL 

351 

CINCINNATI  FINANCIAL 

3462 

22 

348 

1656 

9 

227.4 

13 

13.7 

13.3 

9.7 

9.5 

6109 

352 

LINEAR  TECHNOLOGY 

3444 

74 

472 

328 

44 

112.5 

63 

34.3 

30.3 

33.1 

33.1 

448 

353 

GENERAL  INSTRUMENT 

3428 

-12 

257 

2432 

19 

123.8 

-50 

5.1 

12.2 

9.4 

13.5 

2301 

354 

MGIC  INVESTMENT 

3415 

53 

423 

623 

22 

207.6 

30 

33.3 

31.3 

20.0 

20.5 

1875 

355 

FLORIDA  PROGRESS 

3411 

14 

332 

3056 

10 

248.6 

12 

8.1 

8.0 

9.0 

11.6 

5791 

356 

VF 

3410 

3 

306 

5062 

2 

157.3 

-43 

3.1 

5.5 

8.2 

8.3 

3447 

357 

GUIDANT 

3406 

161 

NR 

931 

8 

101.1 

10 

10.9 

10.7 

NA 

29.3 

1023 

358 

MERIDIAN  BANCORP 

3405 

92 

527 

1367y 

13 

169.8 

7 

12.4 

13.1 

14.3 

13.4 

14758 

359 

APPLE  COMPUTER 

3386 

-29 

208 

11378 

19 

167.0 

-64 

1.5 

4.8 

5.4 

6.0 

6553 

360 

IVAX 

3373 

38 

500 

1260 

11 

114.8 

28 

9.1 

7.9 

12.4 

14.5 

1335 

361 

WELLPOINT  HEALTH  NETWORKS 

3371 

3 

309 

3107y 

11 

180.0 

-16 

5.8 

7.6 

11.0 

10.8 

2679 

362 

REPUBLIC  NEW  YORK 

3369 

28 

367 

2860y 

12 

288.6 

-15 

10.1 

13.3 

8.7 

10.4 

43882 

363 

PRICE/COSTCO 

3368 

13 

334 

18601y 

11 

218.3 

11 

1.2 

1.2 

9.6 

13.8 

4925 

364 

KNIGHT-RIDDER 

3365 

16 

339 

2752 

4 

167.4 

-2 

6.1 

6.5 

12.5 

15.4 

3006 

365 

E.W.  SCRIPPS 

!  3358 

44 

406 

1030 

7 

93.6 

1 

9.1 

9.7 

8.4 

8.1 

1655 

366 

NORTHERN  STATES  POWER 

3358 

11 

328 

2569 

3 

275.8 

13 

10.7 

9.8 

9.5 

13.0 

6229 

367 

MELVILLE 

3349 

-2 

296 

9689 

3 

-615.7 

NM 

NM 

2.6 

-21.5 

-28.3 

5255 

368 

HEALTHSOUTH 

3336 

143 

695 

1557 

22 

78.9 

56 

5.1 

4.0 

6.7 

14.4 

2151 

369 

TORCHMARK 

!  3323 

11 

331 

NA 

NA 

270.4 

-7 

NA 

14.9 

12.7 

17.1 

9300 

370 

PROGRESSIVE 

3317 

20 

354 

3012 

25 

250.5 

-9 

8.3 

11.4 

NA 

18.5 

5353 

371 

FIRSTAR 

3304 

67 

486 

1746y 

17 

228.9 

1 

13.1 

15.2 

14.3 

15.2 

!  19168 

372 

INTERPUBLIC  GROUP 

3295 

24 

369 

2180y 

10 

129.8 

13 

6.0 

5.8 

15.6 

18.0 

3785 

373 

REYNOLDS  METALS 

1  3283 

6 

324 

7252y 

21 

389.0 

219 

5.4 

2.0 

11.3 

17.0 

7740 

374 

CIRCUS  CIRCUS  ENTERPRISES 

3279 

46 

417 

1300 

11 

128.9 

-5 

9.9 

11.6 

8.6 

10.9 

2197 

375 

TYSON  FOODS 

3263 

-8 

282 

5732 

8 

210.3 

NM 

3.7 

0.1 

8.3 

13.9 

4498 

376 

OFFICE  DEPOT 

!  3252 

-7 

283 

5313 

25 

132.4 

26 

2.5 

2.5 

10.8 

13.8 

2541 

377 

MBIA 

3251 

26 

375 

462 

5 

271.4 

4 

58  7 

59.2 

5.6 

12.1 

7267 

378 

UNION  CAMP 

3221 

-11 

281 

4212 

24 

451.1 

285 

10.7 

3.5 

NA 

21.2 

4838 

379 

ANADARKO  PETROLEUM 

I  3216 

25 

376 

434 

-10 

21.0 

-49 

4.8 

8.5 

3.0 

2.3 

2267 

380 

KMART 

3216 

-45 

168 

34389 

6 

-490.0 

NM 

NM 

0.3 

-1.0 

NA 

17087 

381 

PREMARK  INTERNATIONAL 

3205 

16 

356 

3574 

5 

255.9 

13 

7.2 

6.6 

23.9 

26.8 

2490 

382 

WISCONSIN  ENERGY 

3200 

6 

329 

1770 

2 

235.2 

29 

13.3 

10.5 

9.4 

12.5 

4561 

383 

DELL  COMPUTER 

3197 

94 

552 

5296 

52 

272.2 

82 

5.1 

4.3 

26.1 

29.1 

2148 

384 

WASHINGTON  POST 

;  3169 

10 

344 

1719 

7 

190.1 

12 

11.1 

10.5 

17.1 

16.8 

1733 

385 

HARCOURT GENERAL 

3153 

9 

341 

3070y 

6 

180.7 

21 

5.9 

5.2 

12.5 

19.2 

2884 

386 

GREAT  WESTERN  FINANCIAL 

3125 

24 

386 

3566 

19 

261.0 

4 

7.3 

8.4 

NA 

8.9 

44693 

387 

PALL 

3123 

34 

407 

902 

22 

129.3 

22 

14.3 

14.2 

18.7 

19.4 

1104 

388 

HUNTINGTON  BANCSHARES 

3110 

29 

400 

1710y 

19 

244.5 

1 

14.3 

16.8 

NA 

16.1 

20255 

389 

POTOMAC  ELECTRIC  POWER 

3096 

35 

413 

1876 

3 

94.4 

-58 

5.0 

12.5 

4.9 

4.1 

;  7118 

390 

ANALOG  DEVICES 

3088 

63 

496 

1014 

27 

135.7 

64 

13.4 

10.4 

18.9 

19.4 

1309 

391 

OMNICOM  GROUP 

3076 

60 

484 

2258 

18 

140.0 

26 

6.2 

5.8 

NA 

25.4 

3349 

392 
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22 

387 
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20 
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9.0 

NM 
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NA 
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9 
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52 
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NM 

NM 

NM 
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16 
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12 
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NM 

NM 

4.3 

NA 

-1.7 

3200 
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ION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1994 
ACTUAL 
$ 

1995 
ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1996  VARI- 
EST  ATION 

$  % 

67/51 

145 

16 

!  2.08 

32 

24 

34 

53 

26.1 

12 

3.72 

4.19 

4.27 

2.6 

Nonbank  financial 

50/27 

1014 

42 

0.34 

14 

71 

92 

74 

255.5 

06 

0.76 

1.11 

1.78 

4.5 

Electrical  &  electronics 

42/18 

375 

28 

0.00 

0 

-14 

87 

126 

229.9 

12 

1.89b 

0.96 

1.33 

6.0 

Electrical  &  electronics 

65/37 

336 

17 

0.27 

5 

53 

97 

59 

96.3 

12 

2.70 

3.50 

4  18 

3.1 

Nonbank  financial 

37/29 

165 

14 

5.71 

81 

18 

36 

96 

41.3 

12 

2.28 

2.50 

2.55 

2.4 

Utilities 

57/47 

184 

22 

2.68 

60 

7 

86 

63 

55.2 

12 

4.20 

2.41 

4.44 

2.9 

Consumer  products 

48/17 

986 

34 

!  0.21 

7 

162 

75 

72 

121.9 

12 

1.28 

1.41 

1.77 

4.0 

Health  care 

53/30 

269 

17 

3.26 

56 

73 

33 

66 

100.8 

12 

2.80 

2.98 

3.70 

7.0 

Banks 

50/27 

121 

8 

!  1.75 

14 

-29 

57 

123 

549.5 

09 

2.61 

3.45 

-0.85 

63.5 

Computers 

32/22 

427 

30 

0.28 

8 

33 

29 

118 

136.6 

12 

0.77 

0.96 

1.33 

6.0 

Health  care 

37/27 

202 

19 

0.00 

0 

3 

15 

100 

26.6 

12 

2.14 

1.81 

2.33 

4.3 

Health  care 

65/47 

138 

13 

2.41 

31 

23 

49 

56 

78.9 

12 

5.61b 

4.59 

6.78 

4.1 

Banks 

19/12 

213 

16 

0.00 

0 

27 

60 

195 

121.3 

08 

0.51 

1.06 

1.23 

4.1 

Retailing 

70/52 

309 

21 

2.14 

44 

29 

67 

49 

69.1 

12 

3.15 

3.34 

3.37 

5.9 

Publishing/TV 

44/28 

289 

36 

1.24 

44 

46 

26 

80 

18.9 

12 

1.61 

1.17 

1.92 

6.3 

Publishing/TV 

53/43 

166 

13 

5.48 

69 

15 

29 

68 

38.8 

12 

3.46 

3.91 

3.72 

3.5 

Utilities 

40/27 

150 

NM 

1.38 

DEF 

2 

87 

105 

82.8 

12 

2.75 

-6.02 

2.45 

5.7 

Retailing 

36/16 

609 

43 

0.00 

0 

74 

81 

95 

136.6 

12 

0.70 

0.82 

1.43 

2.8 

Health  care 

50/37 

208 

12 

2.50 

31 

13 

56 

72 

43.2 

12 

3.72 

3.80 

4.36 

1.8 
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51/37 
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14 

0.48 

7 

19 

66 

72 

40.4 

12 

3.59 

3.26 

3.27 

2.8 
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46/28 

221 

15 

3.01 

45 

55 

43 

73 

40.5 

12 

3.22 

3.00 

3.90 

2.8 
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45/33 

456 

25 

1.47 

37 

25 

81 

78 

46.7 

12 

1.53 

1.66 

2.45 

1.2 

Services 

65/46 

158 

10 

2.71 

26 

6 

78 

64 

127.6 

12 

1.42 

5.35 

6.18 

19.1 

Metals 

36/24 

277 

24 

0.00 

0 

21 

68 

103 

170.1 

01 

1.59 

1.33 

1.78 

5.6 

Leisure 

28/22 

216 

15 

0.53 

8 

-8 

22 

145 

53.4 

09 

-0.01 

1.51 

1.51 

7.3 

Food 

32/17 

340 

25 

0.00 

0 

-11 

81 

156 

147.0 

12 

0.69 

0.85 

1.08 

3.7 
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78/59 

146 

12 

1.82 

21 

25 

82 

43 

59.9 

12 

6.18 

6.43 

7.14 

1.5 
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61/45 

151 

7 

3.86 

28 

-6 

83 

69 

95.0 

12 

1.67 

6.45 

4.53 

27.4 

Containers 

56/39 

355 

NM 

!  0.55 

83 

25 

71 

59 

123.4 

12 

0.70 

0.36 

0.82 

24.4 

Fuel 

16/6 

58 

NM 

0.00 

0 

-42 

67 

459 

188.8 

01 

0.55 

-1.08 

0.55 

32.7 

Retailing 

55/40 

335 

13 

2.06 

27 

23 

72 

61 

89.8 

12 

3.39 

4.01 

4.35 

2.8 

Conglomerates 

32/26 

171 

14 

5.09 

69 

9 

37 

111 

30.6 

12 

1.67 

2.13 

2.16 

1.9 

Utilities 

49/20 

358 

13 

0.00 

0 

66 

66 

93 

881.4 

01 

1.69 

2.67 

3.41 

4.1 

Computers 

15/250 

280 

17 

1.60 

27 

15 

50 

11 

14.8 

12 

14.65 

17.15 

17.98 

2.3 

Publishing/TV 

46/36 

336 

19 

1.57 

29 

19 

56 

73 

52.8 

10 

1.22 

2.31 

2.54 

2.4 

Conglomerates 

27/17 

118 

13 

4  02 

53 

27 

86 

137 

90.4 

12 

1.69 

1.72 

2.40 

7.1 

Nonbank  financial 

29/20 

468 

26 

1.80 

47 

38 

66 

115 

57.7 

07 

0.86 

1.04 

1.23 

1.6 

Conglomerates 

25/17 

205 

13 

3.42 

45 

37 

18 

133 

35.7 

12 

1.78 

1.78 

1.97 

2.5 

Banks 

27/19 

165 

40 

6.35 

255 

43 

21 

119 

61.3 

12 

1.79 

0.65 

1.81 

2.8 

Utilities 

30/16 

440 

27 

0.00 

0 

60 

75 

115 

137.3 

10 

0.64 

1.00 

1.39 

3.6 

Electrical  &  electronics 

41/26 

558 

22 

3.43 

76 

57 

75 

75 

47.6 

12 

1.54b 

1.85 

2.08 

0.5 

Services 

33/24 

4314 

30 

0.95 

28 

23 

18 

97 

12.9 

12 

1.54 

1.06 

1.60 

10.0 

Fuel 

NA/NA 

39 

NM 

1.14 

1000 

26 

3 

117 

101.5 

12 

1.46 

0.03 

2.28 

1.8 

Conglomerates 

34/23 

264 

1 1 

3.04 

32 

27 

71 

102 

56.7 

12 

2.31 

2.84 

3.04 

6.6 

Automotive 

23/15 

802 

21 

1.59 

34 

36 

60 

147 

68.8 

12 

0.81 

0.98 

1.13 

2.7 

Nonbank  financial 

67/45 

213 

12 

2.59 

31 

43 

69 

49 

64.9 

12 

0.72 

5.11 

5.18 

2.7 

Aerospace  &  defense 

34/23 

405 

15 

J  3.02 

44 

34 

11 

95 

13.5 

12 

1.81 

2.17 

2.49 

1.6 

Services 

47/29 

198 

20 

0.93 

18 

1 1 

68 

87 

133.3 

12 

2.01 

1.76 

2.37 

4.2 

Leisure 

89/30 

1008 

NM 

0.00 

0 

102 

65 

45 

431.0 

07 

-5.22 

-0.12 

0.80 

2.5 

Software/services 

66/49 

208 

NM 

2.75 

DEF 

22 

76 

50 

76.5 

12 

1.74 

-0.47 

3.32 

7.5 

Fuel 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON 
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VALUE 

P-E 
RATIO 

|  DIVIDENDS 
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!      %  % 
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RETURN 

% 
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% 

SHRS 
OUT 
MIL 
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OVER 

% 

FY 

EARNINGS  PER  SHARE 

ANALYSTS'  ESTIMATES 
1994           1995         1996  VARI- 
ACTUAL         ACTUAL        EST  ATION 
$                $              $  % 

INDUSTRY  GROUP 

U/31 

461 
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2.66 

44 

24 
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69 
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04 
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2.37d 

2.63 
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Consumer  products 

15120 
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6.75 

80 

14 

17 

117 

24.4 

12 
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1.94 

1.95 

2.6 

Utilities 

54/49 

124 
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2.24 

18 

-7 

70 

54 

103.8 

12 

1.52 

6.19 

5.51 

17.4 

Paper 

50/58 
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13 

0.00 
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69 

37 

44.4 

12 

4.66 

5.72 

7.00 
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12 

1.07 
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1.47 

15.6 
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12 
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|  4.31 

68 

29 

37 

65 

37.2 

12 

2.77 

2.60 

2.93 
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NM 
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Software/services 
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!4/26 
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4.61 
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68 

82 

56.4 
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1.86 
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Office  equipment 
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31 
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6 

475 
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12 

0.32 
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0.41 
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Food 
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0.00 

0 

56 

74 
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12 

1.13 

1.82 

2.06 

2.9 

Health  care 
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22 

1.56 

35 
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16 

82 

33.6 

05 

1.28 

1.43d 

1.63 
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Services 

!4/22 

249 

16 

2.35 

38 

30 

88 

84 

109.7 

02 

1.67 

1.93d 

2.15 

5.6 

Health  care 

)9/38 
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30 

0.17 
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25 

39 

49 
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2.15 

0.5 

Health  care 

!8/17 

86 
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3.87 

26 

29 

96 

116 

111.5 

12 

1.58 

3.39 

2.25 

7.6 

Nonbank  financial 

11/20 
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19 

2.06 

40 

29 
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96 

48.1 

12 

2.05 

1.40 

1.63 

4.9 

Publishing/TV 

9/26 

443 

NM 

0.00 

0 

18 

51 

70 

97.6 

12 

1.20 

0.21 

1.85 

2.7 

Health  care 

>9/44 

200 

17 

|  2.05 

34 

51 

79 

39 

90.8 

06 

3.07 

3.95 

4.53 

0.7 

Electrical  &  electronics 

7/17 

441 

23 

0.00 

0 

57 

71 

97 

474.3 

12 

0.67 

1.16 

1.76 

1.1 

Electrical  &  electronics 

12/28 

204 

12 

2.06 

24 

15 

73 

74 

89.1 

06 

0.71 

2.96 

3.29 

3.0 

Manufacturing 

5/18 

89 

14 

0.81 

11 

38 

72 

105 

89.9 

11 

0.81 

1.76 

2.37 

8.4 

Nonbank  financial 

»5/24 

315 

74 

0.00 

0 

35 

49 

65 

523.6 

09 

0.28 

0.53 

0.74 

9.5 

Electrical  &  electronics 

6/20 

219 

15 

5.45 

80 

20 

34 

107 

38.1 

12 

1.54 

1.63 

1.69 

1.8 

Utilities 

!6/15 

238 

NA 

0.00 

0 

NA 

13 

118 

NA 

12 

0.35 

NA 

NA 

NA 

Publishing/TV 

)5/27 

275 

18 

3.00 

55 

84 

79 

47 

169.8 

12 

1.52b 

2.92 

4.65 

29.5 

Containers 

>9/26 

1496 

49 

0.65 

32 

103 

64 

46 

131.9 

05 

0.87 

1.12d 

1.37 

8.0 

Software/services 

9/16 

485 

32 

0.00 

0 

70 

6 

92 

14.3 

12 

0.68 

0.86d 

1.04 

3.8 

Electrical  &  electronics 

H/30 

155 

12 

!  6.11 

75 

24 

33 

65 

36.2 

12 

3.07 

3.15 

3.24 

1.9 

Utilities 

>7/37 

341 

42 

2.55 

108 

43 

68 

44 

60.3 

12 

2.80 

1.33 

3.33 

2.7 

Manufacturing 

>1/41 

173 

14 

3.08 

44 

40 

44 

43 

51.3 

12 

4.47 

4.12 

5.42 

1.7 

Banks 

19/28 

473 

42 

0.00 

0 

43 

79 

63 

232.5 

10 

0.73 

0.94 

1.26 

1.6 

Telecommunications 

!9/21 

152 

NM 

I  2.42 

DEF 

-16 

47 

108 

101.4 

12 

3.15 

-0.48 

1.44 

33.3 

Paper 

!9/22 

339 

16 

2.19 

35 

21 

36 

91 

24.4 

12 

1.33 

1.72 

1.85 

3.2 

Containers 

17/36 

177 

11 

2.93 

33 

26 

34 

55 

45.8 

12 

3.74 

4.00 

4.26 

3.5 

Banks 

!0/20 

130 

12 

3.54 

44 

36 

71 

87 

59.5 

12 

2.30 

2.28 

2.25 

3.6 

Utilities 

!9/21 

608 

38 

1.20 

46 

8 

40 

92 

33.0 

12 

0.69 

0.70 

1.04 

11.5 

Publishing/TV 

13/22 

308 

19 

0.78 

15 

77 

91 

60 

191.0 

06 

-0.07 

2.15 

3.02 

6.0 

Chemicals 

!4/18 

403 

18 

1.63 

30 

25 

73 

105 

42.1 

12 

1.00 

1.26 

1.44 

2.1 

Conglomerates 

'4/30 

399 

27 

0.60 

16 

-6 

79 

73 

601.3 

11 

0.10 

1.26 

2.07 

6.3 

Software/services 

il/24 

423 

30 

0.00 

0 

101 

78 

50 

106.4 

08 

1.18b 

1.62 

2.20 

3.2 

Electrical  &  electronics 

■  1/15 

650 

47 

0.00 

0 

74 

88 

64 

135.3 

12 

0.62 

0.81 

1.10 

3.6 

Services 

58/19 

3439 

97 

0.00 

0 

161 

41 

45 

152.4 

09 

0.33 

0.56 

0.83 

12.0 

Services 

U/26 

223 

20 

0.99 

20 

76 

61 

60 

58.7 

12 

1.14 

2.00 

2.56 

5.1 

Food 

S2/24 

105 

23 

3.09 

71 

-1 

63 

93 

94.6 

12 

1.59b 

1.13 

3.54 

25.1 

Metals 

S9/26 

381 

33 

1.29 

43 

31 

82 

65 

54.0 

12 

1.73 

1.12 

2.09 

1.0 

Health  care 

W/28 

354 

22 

i  0.23 

5 

30 

52 

63 

48.7 

05 

1.51 

1.76d 

2.05 

2.0 

Health  care 

17/10 

861 

21 

2.18 

47 

31 

55 

173 

64.3 

12 

0.49 

0.64 

0.80 

2.5 

Nonbank  financial 

34/16 

232 

9 

0.40 

3 

58 

87 

95 

122.6 

12 

1.90 

2.90 

3.13 

8.3 

Food 

36/40 

311 

23 

0.00 

0 

2 

77 

45 

119.8 

03 

2.15 

2.24d 

2.46 

5.3 

Health  care 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASS 

$  MIL 

CHANGE 
FROM 
1995 

YEAR 
AGO 
RANK 

12 

MONTHS 
1995 
$  MIL 

CHANGE 
FROM 
1994 

% 

12 

MONTHS 
1995 
$  MIL 

CHANGE 
FROM 
1994 

% 

12 

MONTHS 
1995 

12 

MONTHS 
1994 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

1  12 
|  M0N1 
199 
$M 

501 

NIPSCO  INDUSTRIES 

2355 

17 

465 

1722 

3 

184.5 

6 

10.7 

10.4 

10.0 

15.4 

4( 

502 

PARAMETRIC  TECHNOLOGY 

2347 

7 

424 

448 

53 

91.0 

24 

20.3 

25.1 

21.9 

21.8 

t 

503 

ASHLAND 

2344 

19 

476 

11491 

17 

76.0  ' 

-56 

0.7 

1.8 

6.8 

3.9 

7( 

504 

VIKING  OFFICE  PRODUCTS 

2342 

93 

685 

921 

37 

52.7 

37 

5.7 

5.7 

22.4 

22.3 

505 

LITTON  INDUSTRIES 

2339 

39 

544 

3412 

4 

143.7 

129 

4.2 

1.9 

16.5 

17.3 

2( 

506 

MARSHALL  &  ILSLEY 

2338 

22 

474 

966a 

13 

189.0 

110 

19.6 

10.5 

14.7 

15.9 

12' 

507 

McKESSON 

2333 

44 

553 

13582y 

5 

137.0 

NM 

1.0 

NM 

11.0 

12.8 

3( 

508 

MANPOWER 

2331 

7 

432 

5484 

28 

128.0 

53 

2.3 

2.0 

NA 

36.6 

1 

509 

MYLAN  LABORATORIES 

j  2328 

-6 

393 

409 

15 

117.8 

12 

28.8 

29.6 

21.2 

21.2 

1 

510 

SUNDSTRAND 

!  2322 

60 

590 

1473 

7 

79.0 

-17 

5.4 

7.0 

14.0 

17.0 

1 

511 

BIOGEN 

2321 

70 

618 

135 

-4 

5.7 

NM 

4.2 

NM 

1.4 

1.5 

512 

LIZ  CLAIBORNE 

2312 

86 

663 

2082 

-4 

126.9 

53 

6.1 

3.8 

12.5 

12.9 

1 

513 

ARROW  ELECTRONICS 

:  2306 

20 

488 

5919 

27 

202.5 

81 

3.4 

2.4 

14.5 

16.9 

!  2 

514 

AMSOUTH  BANCORPORATION 

2303 

36 

535 

1371a 

28 

128.4 

-18 

9.4 

14.6 

12.2 

12.6 

!  17 

515 

HILLENBRAND  INDUSTRIES 

2290 

15 

471 

1625 

3 

89.9 

0 

5.5 

5.7 

10.7 

12.1 

3( 

516 

CINTAS 

2283 

28 

518 

674 

19 

68.4 

19 

10.1 

10.2 

14.2 

17.1 

517 

CONSOLIDATED  PAPERS 

!  2279 

7 

439 

1579 

54 

229.2 

164 

14.5 

8.4 

17.2 

20.8 

|  1 

518 

SYBASE 

2279 

8 

349 

957 

16 

-19.5 

NM 

NM 

10.5 

NA 

-4.4 

519 

KOHL'S 

i  2277 

52 

583 

1783a 

23 

64.4 

3 

3.6 

4.3 

11.4 

17.6 

S20 

SOUTHTRUST 

2275 

35 

542 

1708y 

30 

199.0 

15 

1 1  7 

13.2 

13.1 

13.9 

20 

521 

DQE 

2268 

29 

524 

1220 

0 

176.9 

9 

14.5 

13.3 

NA 

12.9 

!  4 

522 

C-CUBE  MICROSYSTEMS 

2265 

766 

NR 

125 

177 

24.9 

397 

20.0 

11.1 

34.3 

34.9 

523 

PACIFIC  ENTERPRISES 

i  2265 

9 

469 

2343 

-12 

197.0 

8 

8.4 

6.8 

8.7 

13.9 

5 

524 

BHC  COMMUNICATIONS 

2265 

23 

491 

455 

-1 

37.1 

-60 

8.2 

20.3 

2.8 

2.1 

2 

525 

UAL 

;  2265 

92 

705 

14943 

7 

378.0 

391 

2.5 

0.6 

15.8 

NM 

11 

526 

CABOT 

2262 

75 

646 

1845 

8 

181.4 

88 

9.8 

5.7 

20.6 

26.3 

1 

527 

SYNOVUS  FINANCIAL 

!  2259 

69 

626 

924 

25 

114.6 

28 

12.4 

12.1 

NA 

17.2 

7 

528 

TEMPLE-INLAND 

2258 

-18 

357 

3461 

18 

281.0 

114 

8.1 

4.5 

8.6 

14.4 

13 

529 

INTEGRA  FINANCIAL 

2249 

60 

606 

1183 

11 

128.4 

-24 

10.9 

15.9 

13.0 

11.2 

14 

530 

FOUNDATION  HEALTH 

2242 

32 

534 

2757 

20 

156.1 

748 

5.7 

0.8 

16.4 

18.5 

!  2 

531 

BRUNSWICK 

2240 

18 

493 

3041 

13 

134.2 

4 

4.4 

4.8 

11.8 

13.5 

|  2 

532 

REPUBLIC  INDUSTRIES 

2236 

NM 

NR 

260 

434 

23.2 

173 

8.9 

17.4 

6.0 

6.0 

533 

PUBLIC  SERVICE  CO.  OF  COLORADO 

'  2233 

17 

492 

2111 

3 

178.9 

5 

8.5 

8.3 

10.7 

12.6 

1  4 

534 

JAMES  RIVER  CORP.  OF  VIRGINIA 

;  2230 

11 

468 

6800 

26 

126.4 

NM 

1.9 

NM 

5.2 

4.5 

!  7 

535 

BAUSCH  &  LOMB 

2224 

14 

480 

1933 

2 

112.0 

260 

5.8 

1.6 

9.3 

11.7 

2 

536 

UJB  FINANCIAL* 

2203 

42 

572 

1215 

13 

170  4 

29 

14.0 

12.3 

15.4 

13.3 

15! 

537 

BIOMET 

2193 

17 

498 

509 

28 

86.2 

16 

16.9 

18.6 

17.8 

17.8 

538 

HEALTH  MANAGEMENT  ASSOCIATES 

2192 

79 

680 

568 

26 

67.1 

29 

11.8 

11.5 

18.0 

21.1 

539 

MAXIM  INTEGRATED  PRODUCTS 

2187 

125 

816 

345 

79 

76.1 

151 

22.1 

15.7 

33.5 

33.5 

540 

SUPERVALU 

2187 

19 

513 

16530 

1 

161.0 

206 

1.0 

0.3 

9.4 

13.5 

4. 

541 

SUN 

2185 

-30 

320 

10419z 

5 

227.0 

134 

2.2 

1.0 

12.5 

19.6 

5 

542 

CINCINNATI  BELL 

2185 

58 

612 

1336 

9 

-25.3 

NM 

NM 

6.2 

1.0 

-4.9 

1 

543 

HUBBELL 

2173 

22 

519 

1143 

13 

121.9 

14 

10.7 

10.5 

19.6 

18.7 

1( 

544 

AMERICAN  STANDARD 

2168 

74 

NR 

5221 

17 

142.4 

NM 

2.7 

NM 

17.0 

NM 

3 

545 

ARMSTRONG  WORLD  INDUSTRIES 

1  2160 

27 

530 

2085 

4 

13.6 

-93 

0.7 

9.3 

NM 

-0.7 

2. 

546 

LYONDELL  PETROCHEMICAL 

[  2160 

13 

487 

4936 

28 

389.0 

74 

7  9 

5.8 

27.6 

102.4 

2( 

547 

AVNET 

i  2160 

37 

566 

4798 

26 

171.5 

50 

3.6 

3.0 

9.7 

12.0 

!  2' 

548 

AVX 

I  2156 

MA 

NR 

1179 

NA 

121.1 

NA 

10.3 

NA 

21.4 

21.5 

I 

549 

ILLINOVA 

2156 

22 

523 

1641 

3 

175.3 

-1 

10.7 

11.1 

7.5 

9.7 

5( 

550 

WASHINGTON  MUTUAL 

2154 

73 

686 

1625 

24 

190.6 

11 

11.7 

13.1 

NA 

10.8 

21( 
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u 
n 

DIVIDENDS 

i  SHARE'S 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

2-MONTH 
HIGH/ 
10W 
t 
* 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

PAYOUT 

TOTAL 
RETURN 

1  INSTI- 
]  TUTIONS 
j  HOLDING 

SHRS. 
OUT. 
MIL. 

TURN- 
OVER 

% 

FY 

1994 
ACTUAL 
| 

1995 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1996  VARI- 
ES! ATION 

$  % 

9/30 

210 

14 

!  4.45 

62 

24 

!  51 

62 

53.0 

12 

2.48 

2.72 

2.76 

1.8 

!  Utilities 

8/18 

565 

62 

0.00 

o 

94 

89 

63 

722.5 

09 

0.57 

0.60 

2.28 

4.4 

!  Software/services 

0/30 

163 

NM 

3.00 

1375 

17 

!  56 

64 

68.9 

09 

2.94 

0.08 

2.63 

9.5 

'  Fuel 

7/25 

993 

53 

0.00 

0 

90 

86 

41 

169.5 

06 

0.76 

1.08 

1.36 

2.2 

Retailing 

1/33 

283 

18 

1  0.00 

0 

38 

79 

46 

57.4 

07 

1.10 

2.84 

3.14 

1.6 

;  Electrical  &  electronics 

7/20 

192 

13 

2.65 

35 

23 

33 

94 

30.6 

12 

0.93b 

1.90 

2.14 

2.8 

j  Banks 

5/36 

218 

18 

1.91 

34 

44 

54 

45 

76.5 

03 

-4.51 

2.98d 

3.37 

2.7 

]  Health  care 

4/24 

721 

19 

!  0.45 

8 

8 

!  91 

74 

122.9 

12 

1.12 

1.65 

1.91 

1.6 

1  Services 

5/18 

418 

21 

!  0.82 

17 

-6 

!  50 

119 

143.6 

03 

1.01 

0.95d 

1.17 

9.4 

i  Health  care 

8/46 

500 

30 

1.59 

48 

67 

84 

31 

86.1 

12 

2.92 

2.50 

4  64 

2  4 

Aerospace  &  defense 

7/37 

606 

NM 

!  0.00 

o 

58 

j  75 

36 

530.2 

12 

-0.15 

0.16 

0.98 

34.7 

1  Health  care 

4/14 

234 

19 

1  43 

27 

97 

92 

74 

128.1 

12 

1  06 

1  69 

1.84 

4.3 

1  Consumer  products 

0/35 

193 

12 

!  0.00 

0 

19 

93 

47 

138.5 

12 

2.40 

4.21 

4  79 

2.9 

Sprvirps 

1/29 

166 

13 

4.06 

53 

40 

39 

58 

58.1 

12 

2.25 

3.00 

3.27 

1.8 

Banks 

4/27 

309 

26 

1.90 

49 

18 

!  36 

70 

25.4 

11 

1.26 

1 .27 

1 .88 

3.2 

!  Manufacturing 

1/34 

570 

30 

0.41 

13 

28 

i  40 

47 

59.3 

05 

1.34 

1.60d 

1.89 

1.1 

i  Services 

5/48 

207 

10 

'  3.29 

33 

9 

27 

45 

36.7 

12 

1.97 

5.16 

6.06 

13.0 

j  Paper 

6/20 

518 

NM 

0.00 

■  0 

-23 

i  62 

73 

866.4 

12 

1.38 

-0.27 

0.95 

13.7 

Software/services 

2/40 

623 

28 

0.00 

0 

51 

78 

37 

100.1 

01 

1.87 

2.19d 

2.70 

2.2 

;  Retailing 

7/20 

159 

11 

3.40 

37 

29 

36 

88 

42.4 

12 

2.15 

2.36 

2  61 

1  2 

j  Banks 

2/21 

172 

13 

!  4.38 

58 

36 

36 

78 

38.9 

12 

1.99 

2.20 

2  22 

2  7 

i  Utilities 

74/7 

3171 

97 

0.00 

o 

724 

34 

32 

698.4 

12 

0. 16 

0.72 

1 .37 

12.4 

i  Software/services 

0/22 

180 

13 

j     5  08 

64 

15 

!  54 

85 

44.9 

12 

1  95 

2.12 

2.15 

0.9 

!  Utilities 

1      Willi  UC  J 

5/72 

127 

61 

0.00 

0 

26 

!  22 

25 

10.2 

12 

3.71 

1.51 

2.08 

28.8 

i  Publishinp/TV 

2/90 

NEG 

8 

0.00 

0 

89 

|  99 

13 

281.5 

12 

0.76 

21.86 

?3  31 

3  Q 

I  Transportation 

1/34 

335 

15 

1.19 

18 

80 

58 

37 

69.3 

09 

1.84b 

4.04 

4.32 

2.8 

Chemicals 

0/19 

340 

20 

1.85 

36 

51 

!  25 

77 

12.7 

12 

1 .29 

1.50 

1.71 

2.3 

!  Banks 

6/40 

1 16 

8 

2.98 

24 

-15 

!  77 

56 

99.2 

12 

2.35 

5.01 

3.80 

28.9 

CnntainprQ 

vuiiiaiiici  j 

9/41 

196 

18 

3.17 

56 

64 

47 

33 

62.8 

12 

5.01 

3.88 

5.23 

2.9 

i  Banks 

7/27 

266 

43 

0.00 

0 

31 

84 

57 

190.0 

06 

2.84 

0.90 

1  7 

Health  care 

5/16 

225 

16 

2.19 

36 

18 

79 

98 

98.3 

12 

1.35 

1.39 

1.89 

5.3 

i  Leisure 

36/3 

442 

80 

0.00 

o 

809 

12 

58 

221.5 

12 

0  31 

n  37 

0.83 

10.8 

1  Services 

7/29 

169 

13 

5.79 

77 

22 

36 

63 

40.9 

12 

2.57 

2.65 

2.71 

2.2 

l  Utilitipc. 

7/22 

147 

33 

2.27 

74 

18 

79 

85 

165.5 

12 

-0.72 

0.81 

1.84 

1 6  8 

!  Paper 

r5/32 

232 

20 

2.68 

54 

21 

!  66 

57 

115.6 

12 

0.23 

1.94 

9  R 

Health  care 

tO/27 

174 

13 

!  3.36 

43 

39 

39 

58 

84.5 

12 

2.38 

2.99 

3.28 

1  5 

Banks 

1/13 

452 

23 

I  0.00 

o 

17 

!  50 

115 

151.8 

05 

vj  .0:7 

Pi  A3rt 

0.99 

4.0 

Health  care 

2/17 

689 

36 

0.00 

0 

77 

96 

70 

83.7 

09 

0.69 

0.88 

1.08 

1  9 

Upo  Ifh  r  j  rp 

ncdiiii  tdlC 

W/16 

962 

62 

0.00 

0 

121 

91 

60 

281.9 

06 

0.38 

0.59 

1.75 

I  i 

Electrical  &  electronics 

3/26 

184 

13 

3.04 

40 

29 

69 

68 

52.4 

02 

0.61 

2.43d 

9  £3 

Food 

S3/25 

209 

13 

!  3.43 

45 

4 

!  55 

75 

108.3 

12 

0.91 

2.24 

2.07 

15.0 

\  Fuel 

55/21 

423 

NM 

2.44 

DEF 

60 

[  40 

67 

38.4 

12 

1   T  R 

n  3« 

— U.oo 

1  99 

4  0 

Telecommunications 

r0/52 

333 

18 

i  2.85 

52 

26 

i  55 

33 

21.4 

12 

3.20 

3.65 

4  06 

1  5 

ulcClllUal  Oc  clcLllUIIICb 

52/20 

NEG 

15 

0.00 

0 

38 

52 

77 

60.7 

12 

-1.29 

1.90 

2  56 

2  7 

Housing 

55/43 

287 

NM 

2.46 

DEF 

31 

'  84 

37 

95.5 

12 

4.64b 

-0.02 

4.96 

4.0 

1  Consumer  products 

>9/21 

568 

6 

j  3.33 

19 

16 

54 

80 

72.7 

12 

2.78 

4.86 

2.96 

33.4 

Chemicals 

56/38 

152 

15 

1.20 

18 

30 

!  81 

43 

121.0 

06 

2.16 

3.32 

4.35 

1.8 

Services 

58/21 

383 

NA 

0.82 

NA 

NA 

NA 

88 

NA 

03 

0.87 

NA 

NA 

NA 

i  Electrical  &  electronics 

30/22 

141 

15 

3.93 

57 

26 

65 

76 

57.3 

12 

2.01 

1.96 

2.47 

2.0 

i  Utilities 

52/19 

135 

12 

2.80 

32 

53 

57 

72 

106.9 

12 

2.46b 

2.59 

3.03 

3.6 

Nonbank  financial 

:S  TO  TABLES  APPEAR  ON  PAGE  102 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

;  ASS 

■$  MIL 

CHANGE 
FROM 
1995 

% 

YEAR 
AGO 
RANK 

12 

1995 
•      $  MIL. 

CHANGE 
1994 

12 

MUN 1  Mo 

1995 
$  MIL 

CHANGE 

1994 

% 

12 

MUNI Hb 

1995 

% 

12 

MONTHS 
1994 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

1  1 

'  MOf> 
19 
$M 

551 

COUNTRYWIDE  CREDIT  INDUSTRIES 

!  2142 

44 

588 

1426 

44 

157.5 

36 

11.0 

11.7 

10.2 

12.4 

552 

GATEWAY  2000 

2141 

61 

630 

3676 

36 

173.0 

80 

4.7 

3.6 

30.5 

31.1 

553 

COOPER  TIRE  &  RUBBER 

;  2133 

-9 

404 

1494 

6 

112.8  • 

-12 

7.6 

9.2 

14.5 

15.1 

554 

NALCO CHEMICAL 

2131 

-9 

405 

1215 

-3 

135.7 

85 

11.2 

5.9 

17.8 

21.8 

555 

BOSTON  CHICKEN 

2121 

164 

932 

159 

66 

33.6 

108 

21.0 

16.8 

4.1 

4.7 

556 

FIRST  TENNESSEE  NATIONAL 

2116 

60 

629 

1319y 

14 

164  9 

12 

12.5 

12.7 

23.6 

20.0 

12 

557 

CADENCE  DESIGN  SYSTEMS 

2103 

115 

810 

548 

28 

97.3 

165 

17.7 

8.5 

65.8 

72.5 

558 

LONG  ISLAND  LIGHTING 

2094 

11 

494 

3075 

0 

303.3 

0 

9.9 

9.8 

7.5 

10.2 

13 

559 

COLUMBIA  GAS  SYSTEM 

2091 

59 

638 

2635 

-4 

-432.3 

NM 

NM 

9.0 

NM 

-38.8 

6 

560 

REGIONS  FINANCIAL 

2085 

40 

587 

1101 

29 

172  8 

IS 

15.7 

17.1 

13.7 

15.4 

13 

561 

MAYTAG 

2082 

17 

517 

3040 

-10 

-15.0 

NM 

NM 

4.5 

NM 

-2.4 

!  2 

562 

ECHLIN 

2072 

1 

460 

2822 

21 

155.8 

21 

5.5 

5.5 

12.4 

16.5 

2 

563 

HOST  MARRIOTT 

!  2067 

22 

540 

485y 

28 

-62.0 

NM 

NM 

NM 

NM 

-9.3 

1  3 

564 

OWENS  CORNING 

2064 

39 

586 

3612 

8 

231.0 

212 

6.4 

2.2 

37.5 

NM 

3 

565 

SANTA  FE  PACIFIC  GOLD 

2053 

44 

601 

350 

-7 

39.8 

-30 

11.4 

15.1 

6.3 

7.2 

1 

566 

BAYBANKS 

2051 

72 

700 

974a 

20 

130.3 

30 

13.4 

12.4 

NA 

15.2 

11 

567 

YORK  INTERNATIONAL 

|  2049 

42 

594 

2930 

21 

-96.1 

NM 

NM 

3.7 

-6.4 

-12.0 

2 

568 

C.R.  BARD 

2049 

47 

607 

1138 

7 

86.8 

15 

7.6 

7.1 

13.6 

16.0 

|  1 

569 

OLIN 

]  2044 

87 

742 

3150 

19 

139.9 

54 

4.4 

3.4 

13.4 

15.5 

I  2 

S70 

AMERICAN  GREETINGS 

[  2043 

-6 

428 

1958 

6 

113.1 

-22 

5.8 

7.9 

9.9 

9.4 

2 

571 

ANDREW 

!  2030 

37 

422 

648 

12 

72.3 

47 

11.2 

8.5 

18.1 

19.7 

572 

STERLING  SOFTWARE 

!  2026 

142 

901 

610 

25 

92.2 

NM 

15.1 

NM 

20.2 

25.4 

573 

ADVANCED  MICRO  DEVICES 

2023 

-30 

340 

2430 

14 

300.5 

-2 

12.4 

14.3 

13.0 

14.3 

|  3 

574 

FIRST  SECURITY 

2017 

61 

669 

1201y 

24 

120.0 

-14 

10.0 

14.4 

NA 

11.8 

!  12 

575 

APACHE 

2012 

31 

576 

743y 

26 

20.2 

-56 

2.7 

7.7 

NA 

1.9 

i  2 

576 

WESTERN  RESOURCES 

201 1 

3 

478 

1572 

-3 

181.7 

-3 

11.6 

11.6 

8.6 

10.1 

5 

577 

B.F.GOODRICH 

2000 

74 

714 

2409 

10 

118.0 

80 

4.9 

3.0 

10.8 

12.9 

!  2 

578 

POLAROID 

1998 

45 

608 

2237 

-3 

-140.2 

NM 

NM 

5.1 

NM 

-17.3 

2 

579 

DANAHER 

1988 

16 

529 

1487 

33 

105.8 

46 

7.1 

6.5 

15.4 

19.1 

1 

S80 

RYDER  SYSTEM 

1988 

9 

509 

5167 

10 

155.4 

1 

3.0 

3.3 

7.4 

13.0 

5 

581 

CENTURY  TELEPHONE  ENTERPRISES 

1988 

20 

546 

645 

14 

114.8 

15 

17.8 

17.8 

NA 

13.4 

|  1 

582 

ADVANTA 

1976 

46 

622 

616y 

38 

136.7 

29 

22.2 

23.7 

11.0 

21.5 

4 

583 

REEBOK  INTERNATIONAL 

1973 

-33 

335 

3481 

6 

164.8 

-35 

4.7 

7.8 

14.8 

16.8 

|  1 

584 

GENERAL  NUTRITION 

1969 

114 

850 

807a 

29 

61.4 

50 

7.6 

6.5 

14.9 

20.8 

585 

DARDEN  RESTAURANTS 

1968 

NA 

NR 

3209 

5 

11.9 

-90 

0.4 

3.8 

NA 

1.0 

!  2 

586 

ECOLAB 

1965 

26 

568 

1341 

11 

99.2 

17 

7.4 

7.0 

20.3 

22.9 

1 

587 

MILLIPORE 

1964 

60 

677 

594 

20 

85.4 

43 

14.4 

12.0 

28.2 

37.7 

588 

OLSTEN 

1958 

37 

604 

2519y 

9 

90.5 

27 

3.6 

3.1 

NA 

20.1 

589 

LEGGETT  &  PLATT 

1958 

15 

543 

2059 

11 

134.9 

17 

6.6 

6.2 

16.1 

18.9 

|  1 

590 

PERKIN-ELMER 

1955 

63 

684 

1114 

8 

75.2 

7 

6.8 

6.8 

21.9 

22.1 

591 

PAINEWEBBER  GROUP 

1955 

13 

528 

5320y 

34 

80.8 

155 

1.5 

0.8 

NM 

3.5 

49 

592 

GIANT  FOOD 

1953 

39 

605 

3801 

4 

97.8 

9 

2.6 

2.5 

11.5 

12.5 

1 

593 

WORTHINGTON  INDUSTRIES 

1952 

7 

510 

1454 

3 

110.7 

12 

7.6 

7.0 

16.4 

18.0 

594 

INFINITY  BROADCASTING 

1948 

74 

723 

326 

19 

54.5 

64 

16.7 

12.1 

18.6 

NM 

595 

OWENS-ILLINOIS 

1943 

55 

671 

3763 

6 

169.1 

116 

4.5 

2.2 

12.0 

34.2 

5 

596 

AT&T  CAPITAL 

1937 

59 

689 

1577 

14 

127.6 

27 

8.1 

7.3 

7  0 

11.4 

9 

597 

MERCANTILE  STORES 

j  1930 

26 

577 

2944y 

4 

123.2 

18 

4.2 

3.7 

7.9 

8.8 

2 

598 

HORMEL FOODS 

1928 

-6 

461 

3040 

-1 

105.6 

-21 

3.5 

4.3 

14.2 

14.4 

1 

599 

FRUIT  OF  THE  LOOM 

j  1926 

9 

520 

2403 

5 

-227.3 

NM 

NM 

2.6 

NM 

-25.4 

2 

600 

NATIONAL  SEMICONDUCTOR 

1919 

-8 

452 

2652 

16 

291  5 

7 

11.0 

11.9 

15.7 

18.3 

2 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  01 


M 

|  DIVIDENDS 

j  SHARES 

EARNINGS  PER  SHARE 

!  INDUSTRY  GROUP 

!-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 
1  % 

PAYOUT 
% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLOING 

% 

SHRS 
OUT 
MIL. 

TURN- 
OVER 
% 

FY 

1994 
ACTUAL 

s 

1995 
ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1996  VERI- 
EST          AT  ION 
$  % 

7/16 

169 

11 

!  1.52 

17 

31 

81 

102 

139.1 

02 

0.96 

1.91d 

2.32 

5.2 

i  Nonbank  financial 

8/16 

385 

13 

0.00 

0 

61 

25 

73 

320.9 

12 

1.22 

2.19 

2.82 

3.2 

i  Computers 

0/22 

285 

19 

1.18 

22 

-8 

64 

84 

86.0 

12 

1.54 

1.35 

1.72 

9.3 

'  Automotive 

9/28 

374 

19 

3.15 

58 

-5 

74 

67 

49.9 

12 

1.19b 

1.71 

1.99 

4.0 

;  Chemicals 

6/15 

296 

54 

i  0.00 

0 

99 

49 

59 

322.9 

12 

0.38 

0.66 

0.92 

2.2 

|  Leisure 

3/21 

257 

13 

3.37 

44 

56 

21 

67 

103.4 

12 

2.28 

2.43 

2.85 

2.8 

|  Banks 

6/17 

1569 

28 

0.00 

0 

159 

!  91 

47 

191.7 

12 

0.56 

1.57 

1.76 

4.5 

!  Software/services 

8/13 

85 

8 

10.17 

85 

21 

35 

120 

103.0 

12 

2.15 

2.10 

2.09 

5.3 

!  Utilities 

5/26 

188 

NM 

0.34 

DEF 

69 

70 

48 

73.3 

12 

4.87 

-8.57 

3.13 

4.2 

Utilities 

7/33 

185 

12 

2.88 

35 

43 

30 

45 

57.1 

12 

3.40 

3.75 

3.93 

1.8 

i  Banks 

2/15 

327 

NM 

2.84 

DEF 

22 

59 

105 

89.5 

12 

1.42 

-0.14 

1.54 

2.6 

|  Consumer  products 

0/33 

220 

13 

j  2.42 

32 

0 

i  77 

61 

98.2 

08 

2.06 

2.60 

2.87 

3.5 

j  Automotive 

4/10 

309 

NM 

i  0.00 

0 

31 

i  67 

159 

63.6 

12 

-0.13 

-0.39 

0.05 

160.0 

|  Leisure 

7/33 

NEG 

9 

0.00 

0 

21 

81 

51 

90.5 

12 

1.66b 

4.40 

4.85 

5.6 

;  Housing 

8/10 

370 

52 

i  0.32 

17 

44 

58 

131 

115.8 

12 

0.46 

0.30 

0.38 

21.1 

!  Metals 

7/61 

226 

15 

2.30 

34 

70 

72 

20 

225.2 

12 

5.65 

7.01 

7.33 

2.0 

!  Banks 

9/37 

255 

NM 

;  0.50 

DEF 

25 

i  83 

43 

59.8 

12 

2.40 

-2.36 

3.31 

2.4 

j  Housing 

7/26 

377 

23 

1.78 

42 

36 

I  67 

57 

63.6 

12 

1.44 

1.53 

2.06 

5.8 

|  Health  care 

5/48 

260 

15 

|  2.90 

44 

67 

77 

25 

137.2 

12 

3.65 

5.50 

6.41 

8.4 

j  Chemicals 

3/26 

170 

14 

2.34 

32 

-5 

84 

75 

205.2 

02 

2.00 

2.00d 

2.26 

3.1 

|  Leisure 

5/28 

554 

30 

0.00 

0 

34 

61 

39 

221.4 

09 

1.13 

1.73 

2.14 

1.4 

;  Electrical  &  electronics 

1/33 

582 

NM 

0.00 

0 

84 

!  73 

30 

156.4 

09 

2.54 

0.39 

3.46 

0.3 

i  Software/services 

9/16 

96 

7 

0.00 

0 

-36 

|  62 

104 

369.5 

12 

2.92b 

2.81 

1.72 

23.3 

i  Electrical  &  electronics 

8/16 

198 

17 

!  3.13 

53 

64 

I  35 

75 

83.1 

12 

1.87 

1.57 

2.31 

4.8 

j  Banks 

1/23 

184 

93 

1.08 

100 

5 

71 

77 

117.9 

12 

0.70 

0.28 

0.77 

26.0 

|  Fuel 

5/30 

131 

12 

6.44 

76 

7 

35 

63 

46.2 

12 

2.82 

2.71 

2.69 

2.6 

;  Utilities 

7/42 

229 

18 

2.89 

51 

76 

!  82 

26 

93.2 

12 

2.24 

4.30 

4.21 

5.9 

|  Chemicals 

9/30 

246 

NM 

1.36 

DEF 

49 

!  87 

45 

113.5 

12 

2.49 

-3.09 

2.60 

6.5 

Leisure 

5/26 

359 

19 

0.24 

5 

16 

68 

58 

24.1 

12 

1.40 

1.77 

2.07 

2.4 

I  Manufacturing 

8/22 

166 

13 

2.39 

31 

10 

94 

79 

66.3 

12 

1.95 

1.96 

2.27 

6.6 

Transportation 

6/27 

232 

17 

1.07 

18 

10 

81 

59 

72.8 

12 

1.88 

1.97 

2.19 

3.2 

]  Telecommunications 

0/31 

312 

15 

0.75 

11 

43 

22 

41 

87.0 

12 

2.58 

3.20 

3.84 

1.6 

Nonbank  financial 

8/24 

202 

13 

1.14 

15 

-27 

j  74 

75 

152.8 

12 

3.02 

2.07 

2.76 

8.3 

!  Consumer  products 

7/12 

666 

29 

0.00 

0 

89 

85 

87 

238.4 

01 

0.57 

0.78d 

0.99 

1.0 

Food 

13/9 

167 

16 

0.00 

0 

NA 

!  61 

159 

NA 

05 

0.33 

0.79d 

0.91 

3.3 

!  Leisure 

3/23 

453 

20 

1.84 

37 

34 

46 

65 

24.7 

12 

1.25 

1.50 

1.71 

1.2 

i  Consumer  products 

7/26 

867 

23 

|  0.72 

17 

68 

84 

44 

84.3 

12 

1.09 

1.90 

2.23 

4.0 

!  Electrical  &  electronics 

8/28 

435 

23 

0.61 

14 

34 

61 

43 

80.0 

12 

1.61b 

2.00 

2.38 

1.7 

1  Services 

7/19 

274 

15 

|  1.88 

28 

16 

I  55 

84 

47.4 

12 

1.39 

1.59 

1.78 

2.8 

]  Consumer  products 

9/28 

573 

29 

1.47 

43 

64 

79 

42 

130.1 

06 

1.66 

1.57 

2.05 

4.4 

!  Electrical  &  electronics 

3/16 

133 

38 

2.42 

92 

17 

42 

98 

66.5 

12 

0.41b 

0.52 

2.22 

11.7 

!  Nonbank  financial 

5/23 

249 

19 

2.25 

43 

42 

44 

59 

27.2 

02 

1.59 

1.71d 

1.83 

1.6 

Food 

3/17 

317 

19 

2.05 

38 

9 

!  55 

91 

81.8 

05 

1.29 

1.16d 

1.37 

8.8 

Metals 

2/24 

NEG 

52 

0.00 

0 

76 

84 

47 

112.0 

12 

0.49 

0.79 

1  00 

12.0 

Publishing/TV 

7/10 

397 

12 

|  0.00 

0 

55 

50 

120 

27.7 

12 

0.64 

1.40 

1.57 

2.5 

Containers 

5/24 

174 

15 

1.07 

16 

61 

8 

47 

16.0 

12 

2.14 

2.70 

3.15 

5.4 

Nonbank  financial 

4/40 

137 

16 

2.02 

32 

28 

43 

37 

49.4 

01 

2.84 

3.35 

3.41 

3.8 

Retailing 

8/23 

263 

16 

2.39 

38 

-4 

23 

77 

23.1 

10 

1.54 

1.57 

1.66 

5.4 

Food 

8/17 

215 

NM 

1  0.00 

0 

9 

i  73 

76 

119.0 

12 

0.79 

-2.99 

1.75 

3.4 

Consumer  products 

4/15 

125 

8 

0.00 

0 

-8 

92 

123 

349.9 

05 

1.92b 

2. Old 

2.51 

11.2 

Electrical  &  electronics 
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THE  BUSINESS  WEEK  1000 


COMPANY 

!  MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

!  ASSETS 

CHANGE 
FROM 
1995 

YEAR 
AGO 
RANK 

12 

MONTHS 
1995 
5  MIL. 

CHANGE 
FROM 
1994 

12 

MONTHS 
1995 
(MIL 

CHANGE 
FROM 
1994 

12 

MONTHS 
1995 

12 

MONTHS 
1994 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

1  12 
|  MONTHS 

1995 
1        $  MIL. 

601 

NELLCOR  PURITAN  BENNETT 

1907 

238 

NR 

463 

13 

-18.3 

NM 

NM 

7.6 

NA 

-5.6 

537 

602 

UNION  BANK 

1900 

58 

697 

1595y 

27 

207.3 

228 

13.0 

5.0 

14.9 

14.6 

19518 

603 

VULCAN  MATERIALS 

1897 

-1 

490 

1461 

17 

166.2 

70 

11.4 

7.8 

19.6 

20.9 

1216 

604 

UNITRIN 

1886 

-18 

410 

1447 

6 

150.6 

1 

10.4 

10.9 

9.8 

9.9 

4819 

605 

TIG  HOLDINGS 

1884 

45 

647 

1886y 

5 

118.0 

127 

6.3 

2.9 

8.4 

9.1 

6683 

606 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

1883 

17 

561 

775y 

-29 

236.7 

126 

30  5 

9.6 

16.3 

34.3 

j  2507 

607 

CAREMARK  INTERNATIONAL 

1882 

50 

667 

2374 

34 

20.2 

-63 

0.9 

3.1 

NA 

5.6 

1264 

608 

STAR  BANC 

1880 

48 

659 

836 

24 

136.6 

17 

16.3 

17.3 

18.4 

16.7 

9573 

609 

MURPHY  OIL 

1872 

-4 

479 

171  ly 

1 

-118.6 

NM 

NM 

6.3 

NA 

-9.2 

2316 

610 

REVCOD.S. 

1867 

53 

681 

4924 

56 

70.2 

61 

1  4 

1.4 

6.8 

8.8 

2308 

611 

INTERNATIONAL  GAME  TECHNOLOGY 

1867 

1 

504 

618 

-10 

94.7 

-30 

15.3 

19.8 

16.4 

17.2 

j  1021 

612 

ST.  JOE  PAPER 

1860 

3 

512 

335 

-51 

29.3 

-30 

8.8 

6.1 

2.5 

2.9 

1531 

613 

Mccormick 

1858 

3 

514 

1859 

10 

97.5 

59 

5.2 

3.6 

15.3 

18.8 

j  1614 

614 

TOTAL  SYSTEM  SERVICES 

1850 

52 

721 

250 

33 

27.7 

23 

11.1 

12.0 

20.2 

20.3 

190 

615 

WENDY'S  INTERNATIONAL 

1844 

16 

563 

1728y 

26 

110.1 

13 

6.4 

7.1 

12.5 

14.2 

!  1116 

616 

LUBRIZOL 

1841 

-15 

430 

1664 

4 

151.6 

-14 

9.1 

11.0 

14.8 

17.5 

1492 

617 

PACCAR 

1836 

7 

532 

4830 

7 

252.8 

24 

5.2 

4.5 

NA 

19.1 

4309 

618 

WITCO 

1836 

14 

559 

1985 

8 

100.3 

6 

5.1 

5.1 

NA 

9.6 

1985 

619 

GENETICS  INSTITUTE 

1829 

91 

821 

172 

31 

-22.5 

NM 

NM 

NM 

-5.5 

-5.5 

434 

620 

MIDAMERICAN  ENERGY 

1826 

26 

930 

1554 

3 

130.4 

-4 

8.4 

9.0 

6.7 

9.9 

i  4446 

621 

TIDEWATER 

1820 

74 

775 

574 

9 

64.4 

51 

11.2 

8.1 

10.2 

10.6 

848 

622 

SNAP-ON 

1813 

24 

592 

1292y 

8 

113.3 

15 

8.8 

8.2 

NA 

15.1 

!  1361 

623 

OLD  KENT  FINANCIAL 

1810 

41 

652 

1096y 

20 

141.8 

3 

12.9 

15.0 

18.4 

14.2 

12003 

624 

CLAYTON  HOMES 

1808 

35 

623 

839 

21 

95.9 

26 

11.4 

11.0 

15.7 

16.8 

801 

625 

AMERICAN  NATIONAL  INSURANCE 

1807 

37 

633 

1471 

5 

206.4 

-4 

14.0 

15.4 

NA 

9.2 

6845 

626 

AMERICAN  RE 

1806 

■  12 

560 

1797 

7 

-87.3 

NM 

NM 

5.8 

NM 

-10.3 

7814 

627 

DIEBOLD 

1797 

67 

760 

863 

14 

76.2 

20 

8.8 

8.4 

15.2 

15.5 

719 

628 

GENERAL  SIGNAL 

1795 

6 

536 

1863 

22 

100.1 

-4 

5.4 

6.8 

11.2 

18.9 

1613 

629 

PEP  BOYS-MANNY,  MOE  &  JACK 

1794 

-8 

467 

1520a 

11 

81.2 

5 

5.3 

5.6 

9.8 

12.6 

!  1393 

630 

USF&G 

1794 

31 

6 1 6 

3459 

5 

209.0 

-12 

6.0 

7.2 

NA 

12.1 

14651 

631 

LEAR  SEATING 

1792 

86 

820 

4714 

50 

94.2 

58 

2.0 

1.9 

8.6 

17.4 

3061 

632 

THERMO  CARDIOSYSTEMS 

1789 

228 

NR 

19a 

130 

5.5 

332 

29.7 

15.8 

5.9 

7.3 

106 

633 

OLD  REPUBLIC  INTERNATIONAL 

1786 

40 

655 

1696 

1 

212.5 

41 

12.5 

9.0 

11.3 

13.6 

j  6550 

634 

TRITON  ENERGY 

!  1782 

60 

730 

107 

226 

6.5 

NM 

6.1 

NM 

2.5 

2.5 

827 

635 

LOCTITE 

I  1781 

9 

551 

785 

12 

83.9 

2 

10.7 

11.7 

19.9 

18.8 

716 

636 

MEDAPHIS 

1777 

109 

935 

468 

4  7 

2.7 

-89 

0.6 

7.6 

1.2 

0.8 

719 

637 

PENNZOIL 

1774 

-19 

426 

2490y 

-3 

-305.1 

NM 

NM 

NM 

NM 

-35.7 

4308 

638 

TAMBRANDS 

1772 

12 

564 

683 

6 

85.5 

-5 

12.5 

13.9 

53.9 

88.4 

422 

639 

CAPITAL  ONE  FINANCIAL 

1770 

47 

692 

1010 

54 

126.5 

33 

12.5 

14.5 

8.2 

21.1 

4759 

640 

OFFICEMAX 

1769 

39 

NR 

2543 

38 

NA 

NA 

NA 

1.6 

NA 

11.8 

1568 

641 

HARNISCHFEGER  INDUSTRIES 

1769 

38 

631 

2388y 

42 

112.1 

213 

4.7 

2.1 

13.8 

20.0 

2041 

642 

PETSMART 

1767 

73 

797 

1031 

26 

-2.8 

NM 

NM 

NM 

NA 

-1.4 

510 

643 

AMERICAN  FINANCIAL  GROUP 

1762 

55 

720 

3649y 

74 

190.4 

907 

5.2 

0.9 

NA 

16.7 

13943 

644 

HEALTH  SYSTEMS  INTERNATIONAL 

1761 

34 

639 

2732 

18 

89.6 

2 

3.3 

3.8 

19.4 

34.6 

1021 

645 

IDEXX  LABORATORIES 

1754 

193 

NR 

189 

49 

21.5 

61 

11.4 

10.6 

7.9 

7.9 

313 

646 

RELIASTAR  FINANCIAL 

1751 

72 

662 

2090 

33 

169.1 

57 

8.1 

6.9 

12.2 

13.3 

15519 

647 

CLEAR  CHANNEL  COMMUNICATIONS 

1750 

79 

803 

283y 

41 

32.0 

45 

11.3 

11.0 

9.4 

21.2 

520 

648 

UNION  TEXAS  PETROLEUM  HOLDINGS 

1732 

3 

539 

852y 

14 

102.0 

52 

12.0 

9.0 

11.5 

24.4 

1881 

649 

HEALTHCARE  COMPARE 

1731 

60 

753 

214 

15 

66.5 

31 

31.0 

27.2 

25.6 

25.6 

297 

it;.. 

BOISE  CASCADE  OFFICE  PRODUCTS 

1729 

NA 

NR 

1316 

45 

43.2 

63 

3.3 

2.9 

13.3 

13.3 

544 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE 


ITION 

i  DIVIDENDS 

1  CUAPPC 

EARNINGS  PER  SHARE 

1  INDUSTRY  GROUP 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS%0f 
BOOK 

P-E 
RATIO 

YIELD 

PAYOUT 

TOTAL 
RETURN 

% 

1  INSTI- 
1  TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL 

TURN- 
OVER 

FY 

1994 
ACTUAL 
e 

1995 
ACTUAL 
j 

ANALYSTS'  ESTIMATES 
1996  VARI- 
EST  ATION 
$  % 

69/33 

587 

30 

1     n  nn 

n 

u 

97 

!  90 

28 

225.9 

06 

1.22 

2.20 

2.70 

0.7 

!  Health  care 

58/33 

142 

10 

9  AQ 

Of"". 

59 

84 

37 

36.5 

12 

t  an 

i  .  ou 

a  3ft 

J.JO 

5.62 

6.8 

i  Banks 

An/^9 

DU/  Oc. 

238 

12 

!      3  iQ 

36 

5 

57 

35 

28.4 

12 

2.67 

4.63 

4.80 

3.1 

Housing 

52/45 

124 

13 

4  49 

59 

4 

28 

38 

33.3 

12 

2.96 

3.73 

3.53 

8.2 

Nonbank  financial 

33/19 

147 

17 

0  63 

1 1 

53 

'  91 

60 

71.4 

12 

0.79 

1.89 

2  42 

6  6 

|  Nonbank  financial 

49/36 

273 

9 

0  86 

7 

27 

75 

41 

90.7 

12 

2.32 

5.41 

3.08 

3.6 

]  Transportation 

28/17 

519 

94 

n  l  a 

l        U.  ID 

i  a 

46 

69 

74 

126.0 

12 

i  nft 

i  .uo 

n  97 

1.23 

1.6 

\  Health  care 

67/41 

229 

14 

2.54 

35 

52 

33 

30 

21.7 

12 

3.89 

4.55 

5.22 

1.5 

Banks 

44/38 

145 

NM 

!      3. 1 1 

DEF 

-1 

!  68 

45 

52.4 

12 

2.37 

-2.64 

1.62 

14.8 

i  Fuel 

29/18 

234 

23 

'      0  00 

o 

51 

69 

67 

107.0 

05 

0.95 

1.22d 

1  "3ft 
1  .Ou 

9  Q 
c. .  J 

Health  care 

17/1 1 

339 

21 

i  0.81 

U 

6 

37 

127 

164.6 

09 

1 .07 

0.71 

0.84 

4.8 

Manufacturing 

68/53 

186 

64 

n  3*3 
J  U.oo 

9  1 

3 

90 

31 

11.2 

12 

1  3ft 

n  qp; 
u.yo 

NA 

NA 

Containers 

27/20 

358 

19 

2.45 

47 

g 

49 

81 

96.4 

1 1 

0.75 

1.20 

1.36 

6.6 

Food 

32/13 

1354 

67 

0.31 

21 

63 

3 

65 

3.9 

12 

0.35 

0.43 

0.55 

NM 

Software/services 

23/15 

238 

20 

1.32 

27 

18 

i  59 

102 

131.9 

12 

0.93 

0.90 

1  3.  1 

X.JL 

■3.  ft 

o  .o 

i  Leisure 

37/26 

213 

12 

3  28 

41 

-10 

'  69 

63 

97.4 

12 

2.67 

2.37 

2.17 

7.4 

i  Chemicals 

55/39 

138 

7 

ft  A7 

A9 

16 

i  42 

39 

86.9 

12 

A  9A 

a  An 

O .  JU 

4.66 

4.7 

;  Automotive 

36/27 

175 

18 

3.43 

63 

18 

80 

56 

52.2 

12 

1.92 

1.78 

2.01 

1 1 .4 

Chemicals 

70/31 

447 

NM 

;  0.00 

o 

90 

|  23 

27 

70.2 

12 

-0.71 

-0.84 

0.68 

5.9 

!  Health  care 

19/14 

148 

15 

6.62 

98 

33 

14 

101 

20.6 

12 

1.28 

1.22 

1  A  1 

A  4 

Utilities 

36/18 

300 

24 

1.47 

35 

76 

1  82 

53 

123.7 

03 

0.80 

1.41d 

1.85 

5.9 

!  Fuel 

47/34 

242 

16 

'            9    A  1 

3d 

35 

!  72 

41 

58.2 

12 

9  3n 

9  7A 

3.12 

2.2 

Manufacturing 

42/29 

181 

13 

1  3.21 

41 

37 

1  29 

45 

58.5 

12 

3.19 

3.11 

3.70 

1.6 

i  Rank*; 

23/12 

317 

21 

!  0.42 

g 

32 

65 

96 

65.7 

06 

0.76 

0.92 

1 .09 

1.8 

1  Housing 

69/50 

87 

9 

i  3,69 

32 

40 

19 

26 

17.5 

12 

8. 12 

7.79 

MA 

MA 
INM 

'  Nonbank  financial 

45/33 

213 

NM 

i  0.83 

DEF 

13 

!  33 

47 

49.7 

12 

2.01 

-1 .85 

3.84 

6.0 

|  Nonbank  financial 

41/23 

364 

24 

1      l  e;"i 

oo 

68 

!  67 

46 

90.8 

12 

T  3Q 

l.O/ 

1.91 

3.1 

!  Office  equipment 

43/28 

339 

18 

2.64 

47 

4 

81 

49 

84.4 

12 

2.20 

2.03 

2.60 

2.3 

Electrical  &  electronics 

34/22 

278 

22 

!  0.63 

14 

-8 

I  62 

60 

138.5 

01 

1.32 

1 .35d 

1.63 

3.7 

;  Retailing 

20/13 

120 

10 

1.33 

13 

6 

53 

120 

82.8 

12 

1  86b 

1 .53 

i  An 

1  .DU 

A  A 
D.O 

i  Nonbank  financial 

33/17 

332 

18 

0.00 

o 

53 

'  83 

56 

52.5 

12 

1.26 

1 .79 

2.47 

2.0 

i  Automotive 

83/24 

2363 

NM 

i      n  nn 
u.uu 

n 
u 

211 

23 

24 

57.6 

12 

n  nft 
u.uo 

n  9ftrl 

0.56 

14.3 

;  Health  care 

37/24 

119 

10 

1 .52 

1 5 

40 

!  75 

52 

42.1 

12 

2.44b 

3.42 

3.27 

4.9 

1   NnnHank  finanrial 

1    iiuiiuaiin  1 1 1  la  i  ik*  la  i 

59/31 

778 

NM 

0.00 

o 

59 

!  78 

36 

1 18.2 

12 

-1 .74 

0.16 

0.40 

35.0 

!  Fuel 

54/43 

399 

22 

|      i  89 

42 

17 

!  44 

34 

37.6 

12 

2.33 

2.40 

j.  iU 

9  Q 

z.y 

!  Chemicals 

43/20 

487 

NM 

I  0.00 

o 

38 

85 

46 

397.5 

12 

0.58 

0.05 

1.05 

2.9 

i  Services 

51/35 

208 

NM 

9  A1 

Ucr 

-15 

I  57 

46 

55.4 

12 

-D.  ID 

a  An 

— D.DU 

1  28 

18  8 

■  Fuel 

53/40 

1832 

2 1 

3.81 

79 

16 

68 

37 

97.7 

12 

2.43 

2.33 

2  74 

2  6 

*rf  U 1  1  o  U  1  1  IC 1  piUUULlj 

30/18 

295 

14 

i      i  20 

2  7 

48 

54 

66 

116.8 

12 

1  44 

1  90 

2.33 

j  7 

1  Nonbank  financial 

27/15 

184 

31 

0  00 

o 

29 

87 

82 

13  7  7 

01 

0  40 

0  70d 

n  on 

u.yu 

i  i 

1 . 1 

Retailing 

41/27 

316 

19 

1  06 

20 

37 

73 

47 

125.5 

10 

0  74 

1  99 

2  86 

7  7 

Manufacturing 

36/21 

711 

NM 

n  nn 
l  U.UU 

U 

50 

!  68 

51 

195.5 

01 

n  nQ 

u.uy 

n  n~7 
— U.U/ 

0.86 

1.2 

Retailing 

35/23 

160 

8 

3.14 

26 

34 

J  3Q 

aa 

jj 

29  1 

1 2 

0.02 

3  87 

3  94 

9  ft 

[    l^UIIUdlm  lllldllLldl 

37/25 

681 

20 

0.00 

Q 

35 

18 

48 

43.7 

12 

1.77 

1.83 

9  37 

A  9 

i  Services 

54/19 

648 

79 

0  00 

o 

153 

90 

37 

159.7 

12 

0  40 

n  at 

0.85 

NM 

'  Health  care 

52/33 

145 

12 

2  07 

24 

44 

70 

36 

50.0 

12 

3  08b 

a  i  n 

4.56 

2.6 

Nonhank  fin^nriAl 

53/27 

1161 

56 

!  0.00 

0 

78 

52 

35 

47.4 

12 

0.64 

0.91 

1.20 

5.0 

'  Puhli<shinp/TV 

24/17 

412 

17 

1.01 

17 

4 

75 

88 

75.3 

12 

0.76 

1.17 

1.14 

11.4 

!  Fuel 

52/28 

667 

26 

0.00 

0 

54 

!  68 

36 

386.3 

12 

1.45 

1.89 

2.23 

1.3 

'  Nonbank  financial 

61/22 

533 

40 

0.00 

0 

NA 

16 

31 

NA 

12 

NA 

1.40 

1.88 

4.8 

1  Services 
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MARKET VALUE 

SALES 

PROFITS 

MARGINS 

RETI  RN 

\  ASSETS 

!       $  MIL 

CHANGE 
FROM 
:  995 

YEAR 
AGO 
RANK 

MONTHS 
1995 
SMIL 

CHANGE 
FROM 
1994 

12 
MONTHS 
1995 
SMIL 

CHANGE 

1994 

% 

12 

MONTHS 
1995 

* 

12 

IVIUI1 1  no 

1994 

% 

ON 
CAPITAL 

ON 

EQUITY 

t 

12 

1  MfiWTUC 
MUIN  1  nj 

1995 
!        S  MIL 

651 

AES 

1715 

24 

613 

685 

29 

106.6 

8 

15.6 

18.5 

10.0 

21.9 

2226 

652 

DST  SYSTEMS 

1713 

IMA 

NR 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

662 

653 

CENTOCOR 

!  1705 

57 

748 

79 

17 

-57.1 

NM 

NM 

NM 

NM 

NM 

260 

654 

TERADYNE 

1704 

29 

635 

1191 

53 

159.3 

109 

13.4 

9.8 

20.6 

21.0 

1030 

655 

MEDITRUST 

1702 

34 

660 

209 

21 

120.0 

49 

57.3 

46.5 

NA 

11.7 

1892 

656 

CUMMINS  ENGINE 

1693 

-11 

495 

5245 

11 

224.0 

-11 

4.3 

5.3 

18.0 

19.3 

3056 

657 

AMBAC 

1692 

19 

599 

254y 

8 

167.6 

19 

66.0 

59.8 

11.3 

11.9 

5309 

658 

NEW  YORK  STATE  ELECTRIC  &  GAS 

1689 

10 

575 

2010 

6 

196.7 

5 

9.8 

9.9 

7.6 

10.3 

5093 

659 

NATIONAL  SERVICE  INDUSTRIES 

1687 

27 

634 

1982 

4 

96.3 

14 

4.9 

4.4 

12.6 

12.7 

1140 

CALLAWAY  GOLF 

1684 

4  7 

715 

553 

23 

97.7 

25 

17.7 

17.4 

48.4 

48.4 

290 

661 

BOISE  CASCADE 

1684 

36 

676 

5074 

23 

351.9 

NM 

6.9 

NM 

13.8 

25.0 

4656 

662 

HARSCO 

1671 

53 

745 

1495 

10 

97.4 

13 

6.5 

6.4 

14.5 

15.6 

1316 

663 

CALIBER  SYSTEM 

!  1667 

-22 

438 

2448 

3 

92.4 

-6 

3.8 

4.1 

9.4 

9.4 

2064 

664 

OKLAHOMA  GAS  &  ELECTRIC 

1665 

17 

603 

1302 

-4 

125.3 

1 

9.6 

9.1 

9.6 

13.1 

2755 

665 

MCN 

!  1665 

52 

738 

1585 

3 

106.4 

33 

6.7 

5.2 

8.9 

15.2 

2365 

666 

TOSCO 

1654 

55 

763 

7284 

14 

77.1 

-8 

1.1 

1.3 

9.2 

12.9 

2000 

667 

FLIGHTSAFETY  INTERNATIONAL 

1644 

18 

609 

326 

8 

84.5 

13 

25.9 

24.7 

14.0 

14.4 

844 

668 

AUTODESK 

1640 

-12 

503 

534y 

18 

87.8 

55 

16.4 

12.5 

24.2 

24.2 

518 

669 

UCAR  INTERNATIONAL 

1632 

NA 

NR 

901 

19 

25.0 

-75 

2.8 

13.2 

9.9 

NM 

864 

MGM  GRAND 

1622 

25 

632 

722 

-3 

46.6 

-37 

6.5 

9.9 

NA 

8.5 

1252 

671 

ADTRAN 

1620 

68 

MR 

181 

47 

29.5 

58 

16.2 

15.1 

21.1 

24.1 

166 

672 

PHYCOR 

1620 

213 

NR 

442 

82 

21.9 

87 

5.0 

4.8 

NA 

5.8 

650 

673 

ALUMAX 

1618 

27 

656 

2926 

6 

237.4 

408 

8.1 

1.7 

13.7 

16.9 

3135 

674 

U.S.  SURGICAL 

1615 

35 

699 

1022 

11 

79.2 

313 

7.7 

2.1 

9.8 

8.1 

1266 

675 

VARIAN  ASSOCIATES 

1615 

31 

674 

1581 

18 

113.5 

54 

7.2 

5.5 

24.4 

28.0 

954 

676 

TRANSATLANTIC  HOLDINGS 

1612 

22 

636 

1165 

14 

131.9 

30 

11.3 

10.0 

14.1 

14.1 

3899 

677 

TJX 

1611 

65 

812 

3805a 

9 

62.8 

-40 

1.7 

3.0 

8.4 

11.6 

1903 

678 

BEMIS 

1610 

16 

610 

1523 

10 

85.2 

17 

5.6 

5.2 

13.6 

16.6 

1031 

679 

PMI GROUP 

1608 

NA 

NR 

390a 

8 

127.8 

29 

32.8 

27.5 

15.6 

16.5 

1290 

MAPCO 

1608 

-2 

549 

3310y 

8 

74.7 

-6 

2.3 

2.6 

8.0 

11.5 

2231 

681 

STORAGE  TECHNOLOGY 

1606 

67 

826 

1929 

3 

-142.3 

NM 

NM 

1.7 

NM 

-16.0 

1889 

682 

LEUCADIA  NATIONAL 

1600 

22 

642 

1485a 

11 

78.5 

8 

5.3 

5.4 

4.9 

7.4 

5136 

683 

PUGET  SOUND  POWER  &  LIGHT 

1599 

17 

617 

1179 

-1 

135.7 

13 

11.5 

10.1 

8.3 

10.2 

|  3269 

684 

WOOLWORTH 

1597 

-21 

466 

8347a 

-2 

33.0 

NM 

0.4 

NM 

5.7 

2.4 

4444 

685 

ALLMERICA  PROPERTY  &  CASUALTY 

1594 

32 

694 

2077a 

4 

143.6 

43 

6.9 

5.1 

9.8 

9.7 

]  5700 

686 

DOLLAR  GENERAL 

1592 

1 

505 

1674a 

24 

82.1 

31 

4.9 

4.7 

22.2 

21.0 

769 

687 

UNIFI 

1591 

-17 

485 

1597 

10 

96.2 

16 

6.0 

5.7 

13.1 

16.6 

!  1011 

688 

OUTBACK STEAKHOUSE 

1590 

42 

724 

664 

39 

53.7 

36 

8.1 

8.3 

24.5 

24.3 

337 

689 

KOMAG 

1582 

174 

NR 

512 

31 

106.8 

83 

20  9 

14.9 

19.1 

18.6 

686 

FOSTER  WHEELER 

1578 

35 

708 

3042 

36 

28.5 

-56 

0.9 

2.9 

NA 

5.7 

2556 

691 

KANSAS  CITY  POWER  &  LIGHT 

1571 

6 

589 

886 

2 

122.6 

17 

13.8 

12.1 

8.6 

13.2 

!  2883 

692 

TELEDYNE 

1569 

22 

651 

2568 

7 

162.0 

r  1 M 

6.3 

NM 

23.4 

40.5 

1606 

693 

ECKERD 

1568 

86 

899 

4798 

8 

93.0 

34 

1.9 

1.6 

19.7 

2631.1 

1539 

694 

MANVILLE 

1568 

42 

732 

2777a 

14 

154.8 

2  1 6 

5.6 

2.0 

NA 

12.7 

4025 

695 

REYNOLDS  &  REYNOLDS 

1565 

37 

719 

936 

13 

81.1 

15 

8.7 

8.6 

NA 

24.4 

775 

696 

PORTLAND  GENERAL 

1562 

52 

781 

984 

3 

90.8 

-13 

9.2 

10.8 

6.7 

9.3 

3448 

697 

WEATHERFORDENTERRA 

!  1561 

234 

NR 

402a 

9 

35.8 

17 

8.9 

8.3 

10.9 

11.4 

1300 

698 

LEXMARK  INTERNATIONAL  GROUP 

1553 

NA 

NR 

2158 

17 

48.0 

7 

2.2 

2.4 

18.1 

14.8 

1143 

699 

SECURITY  CAPITAL  PACIFIC  TRUST 

1553 

84 

897 

265 

42 

84.3 

80 

31.8 

25.1 

6.2 

6.5 

1724 

i 

WATSON  PHARMACEUTICALS 

1551 

252 

NR 

153 

61 

47.9 

31 

31.3 

38.5 

18.0 

16.6 

322 
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ITION 

;  DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

!  YIELD 
1  " 

PAYOUT 

% 

TOTAL 
RETURN 

1  INSTI- 

1           Tl  ITIflMC 
1  U  1  lUINb 

HOLOING 

% 

OUTS 
MIL. 

OVER 

% 

FY 

1994 
ACTUAL 
$ 

1995 
ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1996  VARI- 
EST  ATION 
$ 

25/16 

353 

18 

0.00 

0 

32 

!  41 

70 

49.9 

12 

1.30 

1.40 

1.60 

2.5 

Utilities 

NA/NA 

NA 

NA 

NA 

NA 

NA 

NA 

50 

NA 

12 

NA 

-0.94d 

1.43 

1.4 

Services 

35/10 

NEG 

NM 

0.00 

0 

53 

52 

59 

428.0 

12 

-2.55 

-0.98 

-0.01 

NM 

Health  care 

43/18 

224 

11 

0.00 

0 

13 

89 

83 

247.9 

12 

0.96 

1.89 

2.65 

4.9 

Electrical  &  electronics 

37/29 

166 

13 

8.18 

108 

12 

53 

51 

60.4 

12 

2.28 

2.52 

NA 

NA 

Housing 

49/34 

146 

8 

2.37 

18 

-5 

74 

40 

106.7 

12 

6.11 

5.52 

4.31 

13.2 

Automotive 

49/39 

121 

10 

!  1.24 

13 

20 

90 

35 

49.7 

12 

4.01 

4.78 

4.95 

2.2 

Nonbank  financial 

27/20 

98 

9 

!  5.93 

56 

16 

41 

72 

56.3 

12 

2.37 

2.49 

2.54 

4.3 

Utilities 

35/26 

223 

18 

1  3.33 

60 

34 

|  60 

48 

40.3 

08 

1.67 

1.93 

2.13 

0.9 

Electrical  &  electronics 

25/11 

834 

17 

1.01 

17 

42 

37 

71 

352.0 

12 

1.07 

1.40 

1.63 

3.7 

Leisure 

48/31 

129 

7 

1.70 

11 

11 

75 

48 

212.3 

12 

-3.08b 

5.39 

3.53 

38.5 

Paper 

67/42 

267 

17 

2.30 

39 

56 

54 

25 

39.9 

12 

3.45 

3.86 

4.59 

2.8 

Manufacturing 

57/35 

170 

18 

i  3.31 

60 

-8 

|  46 

39 

103.9 

12 

0.50 

2.34 

2.50 

10.0 

Transportation 

44/33 

178 

14 

6.45 

87 

24 

22 

40 

45.6 

12 

3.01 

3.05 

3.14 

2.2 

Utilities 

25/18 

261 

17 

3.70 

62 

42 

49 

66 

37.6 

12 

1.31 

1.49 

1.63 

1.8 

Utilities 

49/28 

276 

22 

1.43 

31 

57 

95 

37 

99.9 

12 

2.24b 

2.04 

3.19 

9.7 

Fuel 

54/44 

280 

20 

1.05 

21 

21 

54 

31 

30.0 

12 

2.35 

2.71 

3.05 

2.3 

Transportation 

53/28 

452 

20 

0.68 

14 

-9 

84 

46 

381.5 

01 

1.14 

1.76 

2.17 

6.0 

Software/services 

36/25 

NEG 

68 

|  0.00 

0 

NA 

|  35 

46 

NA 

12 

2.09 

0.52 

2.82 

2.8 

Electrical  &  electronics 

34/23 

297 

35 

0.00 

0 

23 

16 

49 

62.8 

12 

1.50 

0.96 

1.51 

9.9 

Leisure 

56/25 

1327 

58 

0.00 

0 

62 

14 

37 

117.7 

12 

0.63 

0.75 

0.97 

2.1 

Telecommunications 

56/18 

428 

75 

0.00 

0 

122 

90 

36 

308.3 

12 

0.48 

0.61 

0.83 

3.6 

Health  care 

40/24 

120 

8 

0.00 

0 

26 

90 

45 

134.2 

12 

NA 

4.33 

3.98 

20.6 

Metals 

28/19 

218 

27 

0.28 

8 

35 

51 

57 

214.0 

12 

0.08 

1.05 

1.28 

6.3 

Health  care 

57/37 

398 

17 

0.54 

9 

43 

78 

31 

139.3 

09 

2.22 

3.01 

3.97 

2.3 

Electrical  &  electronics 

75/57 

172 

12 

0.57 

7 

23 

87 

23 

30.3 

12 

4.44 

5.75 

6.07 

2.5 

Nonbank  financial 

23/11 

335 

22 

1.26 

28 

68 

85 

72 

133.3 

01 

1.03 

0.99d 

1.28 

10.9 

Retailing 

34/25 

314 

19 

2.35 

44 

15 

50 

53 

36.7 

12 

1.40 

1.63 

1.84 

2.2 

Containers 

54/36 

196 

12 

0.44 

5 

NA 

!  75 

35 

NA 

12 

3.03 

3.85 

4.19 

1.4 

Nonbank  financial 

59/49 

247 

22 

1.83 

40 

2 

74 

30 

57.7 

12 

2.64 

2.51 

4.55 

2.0 

Fuel 

32/18 

167 

NM 

0.00 

0 

40 

48 

53 

270.2 

12 

0.66 

-2.91 

2.33 

7.7 

Computers 

30/21 

151 

NA 

0.94 

NA 

15 

I  14 

60 

30.4 

12 

1.22 

NA 

NA 

NA 

Nonbank  financial 

26/20 

136 

13 

|  7.32 

97 

25 

I  25 

64 

36.1 

12 

1.64 

1.89 

1.92 

2.1 

Utilities 

19/9 

117 

41 

0.00 

0 

-21 

50 

133 

144.9 

01 

0.36 

0.29d 

0.86 

20.9 

Retailing 

27/18 

110 

11 

0.62 

7 

33 

87 

62 

15.2 

12 

1.64 

2.28 

2.58 

6.6 

Nonbank  financial 

34/19 

417 

22 

0.72 

16 

0 

78 

58 

157.4 

01 

1.06 

1.26d 

1.54 

3.2 

Retailing 

28/21 

275 

15 

2.14 

31 

-12 

69 

66 

51.7 

06 

1.08 

1.67 

1.58 

5.7 

Manufacturing 

38/23 

721 

31 

0.00 

0 

36 

58 

45 

230.7 

12 

0.89 

1.15 

1.51 

2.7 

Leisure 

37/12 

275 

15 

0.00 

0 

149 

85 

50 

845.5 

12 

1.27 

2.14 

2.92 

4.1 

Computers 

46/31 

317 

56 

i  1.77 

99 

37 

66 

36 

106.3 

12 

1.83 

0.79 

2.42 

2.1 

Services 

27/22 

175 

13 

6.15 

81 

13 

24 

62 

42.8 

12 

1.64 

1.92 

1.95 

2.6 

Utilities 

29/22 

397 

10 

1.42 

14 

26 

42 

56 

58.0 

12 

-0.15 

2.88 

2.49 

4.0 

Conglomerates 

47/25 

NM 

15 

0.00 

0 

71 

!  97 

35 

88.0 

01 

2.41 

2.95d 

3.22 

1.6 

Health  care 

15/9 

153 

17 

0.00 

0 

42 

18 

123 

17.3 

12 

0.33 

0.76d 

1.12 

22.3 

Paper 

40/26 

470 

20 

1.27 

26 

39 

77 

41 

54.7 

09 

1.51 

1.85 

2.15 

1.4 

Office  equipment 

32/19 

180 

19 

3.92 

75 

56 

41 

51 

58.8 

12 

1.86 

1.60 

2.37 

10.1 

Utilities 

32/17 

497 

26 

i  0.00 

0 

78 

j  49 

51 

65.8 

12 

1.08 

1.18d 

1.59 

3.1 

Fuel 

23/16 

478 

35 

0.00 

0 

NA 

NA 

69 

NA 

12 

-0.46 

0.64 

NA 

NA 

Software/services 

22/16 

161 

23 

5.45 

126 

35 

41 

72 

25.1 

12 

0.66 

0.93 

NA 

NA 

Housing 

51/25 

536 

33 

0.00 

0 

67 

68 

36 

204.0 

12 

1.05 

1.29 

1.89 

2.6 

Health  care 
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THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

;  ass 

SMIL 

CHANGE 
FROM 
1995 

YEAR 
AGO 
RANK 

12 

MONTHS 
1995 
'  SMIL 

CHANGE 
FROM 
1994 

12 

MONTHS 
1995 
$  MIL 

CHANGE 
FROM 
1994 

% 

12 

MONTHS 
1995 

% 

12 

MONTHS 
1994 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

% 

I  u 

MON 
19? 
$M 

701 

FIRST  EMPIRE  STATE 

1550 

42 

739 

992 

23 

131.0 

12 

13.2 

14.6 

18.0 

15.8 

11 

702 

SHAW  INDUSTRIES 

1546 

-29 

437 

2870 

3 

64.4 

-51 

2.2 

4.7 

NA 

9.2 

703 

KING  WORLD  PRODUCTIONS 

1544 

18 

641 

589 

20 

133.1  • 

49 

22.6 

18.2 

21.4 

21.4 

704 

APRIA  HEALTHCARE  GROUP 

1543 

167 

NR 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

705 

CHARTER  ONE  FINANCIAL 

1542 

231 

NR 

1040 

145 

32.0 

105 

3.1 

3.7 

NA 

4.0 

!  13 

706 

VISHAY  INTERTECHNOLOGY 

J  539 

19 

621 

1224 

24 

92.7 

57 

7.6 

6.0 

10.4 

10.4 

l 

707 

A.  G.  EDWARDS 

1539 

11 

611 

1341 

11 

153.8 

16 

11.5 

10.9 

15.1 

14.8 

!  2 

708 

PROVIDENT 

1538 

44 

766 

2565y 

-8 

115.6 

-15 

4.5 

4.8 

6.3 

7.0 

!  16 

709 

SOUTHLAND 

1537 

-10 

533 

6817y 

1 

167.6 

82 

2.5 

1.4 

NM 

NM 

2 

710 

T.  ROWE  PRICE  ASSOCIATES 

1536 

68 

847 

439y 

15 

76.5 

25 

17.4 

16.0 

31.8 

27.9 

711 

SIGNET  BANKING 

1535 

-28 

442 

1083a 

11 

144.9 

-8 

13.4 

16.1 

NA 

15.9 

11 

712 

PRESSTEK 

1534 

354 

NR 

28 

67 

2.9 

55 

10.4 

11.2 

14.7 

14.7 

71.3 

NOBLE  AFFILIATES 

1533 

20 

657 

487y 

36 

4.1 

29 

0.8 

0.9 

NM 

1.0 

1 

714 

CORRECTIONS  CORP.  OF  AMERICA 

1533 

408 

NR 

207 

36 

14.3 

81 

6.9 

5.2 

NA 

16.0 

715 

VARITY 

1532 

1 

565 

2375 

7 

125.0 

6 

5.3 

5.3 

14.4 

15.2 

1 

716 

ILLINOIS  CENTRAL 

1525 

6 

595 

644 

8 

121.9 

7 

18.9 

19.2 

17.4 

26.6 

1 

717 

SENSORMATIC  ELECTRONICS 

|  1524 

-25 

462 

992 

30 

-23.8 

NM 

NM 

11.0 

NA 

-2.7 

|  1 

718 

BETHLEHEM  STEEL 

1522 

-12 

526 

4868 

1 

179.6 

123 

3.7 

1.7 

12.3 

10.8 

!  5 

719 

TEKTRONIX 

1522 

45 

771 

1649 

18 

95.9 

27 

5.8 

5.4 

NA 

14.8 

|  l 

720 

BED  BATH  &  BEYOND 

1517 

85 

916 

553 

38 

35.8 

30 

6.5 

6.9 

24.0 

26.1 

721 

IPALCO  ENTERPRISES 

1509 

22 

672 

709 

3 

102.0 

6 

14.4 

14.0 

8.8 

11.9 

!  2 

722 

FINA 

1502 

26 

702 

3607 

5 

104.4 

2 

2.9 

3  0 

7.9 

8.6 

2 

723 

CORPORATE  EXPRESS 

1499 

143 

NR 

964 

96 

16.4 

NM 

1.7 

NM 

4.3 

3.8 

724 

K  IM  COMMUNICATIONS 

1492 

NA 

NR 

1046 

8 

-75.5 

NM 

NM 

NM 

NA 

NM 

1 

725 

SUNGLASS  HUT  INTERNATIONAL 

1485 

164 

NR 

369a 

42 

19.7 

23 

5.3 

6.1 

10.5 

13.3 

726 

ROYAL  CARIBBEAN  CRUISES 

1482 

-8 

556 

1184 

1 

149.0 

5 

12.6 

12.2 

10.3 

16.3 

2 

727 

ORNDAHEALTHCORP 

1481 

124 

NR 

1918y 

35 

77.9 

NM 

4.1 

NM 

10.5 

12.7 

!  2 

728 

GLOBAL  MARINE 

1471 

117 

NR 

468 

30 

51.9 

981 

11.1 

1.3 

16  9 

20.5 

729 

LCI  INTERNATIONAL 

1466 

125 

NR 

673 

45 

50.8 

647 

7.6 

1.5 

NM 

21.2 

730 

ENSCO  INTERNATIONAL 

1462 

104 

997 

279 

14 

41.8 

24 

15.0 

13.7 

NA 

8.1 

731 

FORT  HOWARD 

1458 

NA 

NR 

1621 

27 

33.5 

NM 

2.1 

NM 

21.9 

NM 

1 

732 

SECURITY  CAPITAL  INDUSTRIAL  TRUST 

1455 

35 

752 

159 

121 

48  7 

94 

30.7 

35.0 

NA 

4.6 

1 

733 

FINOVA  GROUP 

1454 

57 

843 

782 

53 

97.6 

31 

12.5 

14.5 

5.2 

11.8 

6 

734 

BANPONCE 

1449 

46 

805 

1248y 

24 

146.4 

17 

11.7 

12.4 

NA 

13.0 

14 

735 

BOWATER 

1447 

19 

682 

2001 

47 

258.2 

NM 

12.9 

NM 

15.6 

26.8 

!  2 

736 

BANCORP  HAWAII 

1445 

23 

709 

1019 

9 

121.8 

3 

11.9 

12.6 

13.2 

11.7 

12 

737 

THOMAS  &  BETTS 

1443 

10 

643 

1237 

15 

80.9 

NM 

6.5 

0.2 

NA 

13.5 

1 

738 

SUNGARD  DATA  SYSTEMS 

1442 

86 

953 

533 

22 

48.7 

13 

9.1 

9.9 

11.4 

11.5 

739 

LG&E  ENERGY 

1422 

11 

649 

1403 

69 

89.1 

42 

6.4 

7.6 

7.7 

10.4 

i  2 

-'40 

MACROMEDIA 

1419 

333 

NR 

97 

119 

18.8 

212 

19.4 

13.7 

16.2 

16.2 

741 

LA  QUINTA  INNS 

1417 

23 

718 

414y 

14 

51.4 

36 

12.4 

10.4 

NA 

15.4 

742 

MICRO  WAREHOUSE 

1412 

66 

945 

1308 

68 

45.1 

61 

3.5 

3.6 

16.4 

16.4 

743 

TIMKEN 

141 1 

27 

727 

2231 

16 

112.4 

64 

5.0 

3.5 

12.8 

13.7 

1 

744 

MEMC  ELECTRONIC  MATERIALS 

1408 

NA 

NR 

887 

34 

87.3 

147 

9.8 

5.4 

12.9 

14.4 

1 

UNION  PLANTERS 

1403 

46 

NR 

862a 

5 

95.5 

-22 

11.1 

14.9 

NA 

16.3 

11 

LOUISIANA  LAND  &  EXPLORATION 

1403 

21 

713 

831y 

4 

18.8 

NM 

2  3 

NM 

5.0 

5.2 

;  l 

ALLEGHANY 

i  1398 

28 

744 

1761 

-4 

85.3 

25 

4.8 

3.7 

6.4 

6.8 

|  4 

'  HOLDINGS 

1397 

62 

886 

737 

11 

58.3 

-6 

7.9 

9.4 

11.6 

21.2 

1392 

35 

782 

703 

21 

-59.9 

NM 

NM 

7.0 

NA 

-11.4 

l 

VAL.  ALTH 

1389 

8 

580 

1869y 

15 

-28.0 

NM 

NM 

3.7 

NM 

-4.8 
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DIVIDENDS 


SHARES 


MONTH 

IGH/ 

SOW 

$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL 

TURN- 
OVER 

% 

FY 

1994 
ACTUAL 
$ 

1995 
ACTUAL 
$ 

ANALYSTS  ESTIMATES 
1996  VARI- 
ES! ATION 

$  % 

155 

192 

14 

1.16 

16 

47 

44 

6 

13.9 

12 

!  15.71b 

17.78 

20.53 

5.5 

!  Banks 

/ll 

221 

24 

2.64 

64 

-25 

62 

136 

82.4 

12 

0.91 

0.47 

0.79 

15.2 

i  Manufacturing 

/33 

248 

13 

0.00 

0 

18 

64 

37 

118.0 

08 

2.33 

3.14 

3.51 

5.1 

i  Leisure 

/20 

584 

22 

0.00 

0 

39 

74 

49 

340.7 

12 

1.11b 

1.41d 

1.63 

1.8 

Healthcare 

120 

183 

46 

2.34 

108 

70 

37 

45 

99.9 

12 

2.92 

0.74 

3.49 

5.2 

Banks 

/24 

173 

15 

0.00 

0 

3 

59 

58 

139.0 

12 

1.20 

1.71 

2.12 

4.7 

!  Electrical  &  electronics 

120 

148 

9 

2.64 

25 

10 

46 

63 

56.5 

02 

2.00 

2.58d 

2.74 

7.3 

!  Nonbank  financial 

121 

105 

15 

2.13 

32 

47 

45 

45 

22.3 

12 

2.71 

2.27 

2.96 

6.1 

!  Nonbank  financial 

4/3 

NEG 

9 

0.00 

0 

-10 

7 

410 

9.2 

12 

0.22 

0.40 

0.26 

23.1 

i  Food 

/31 

560 

22 

1.56 

34 

70 

50 

29 

130.1 

12 

2.00 

2.50 

2.84 

7.7 

i  Nonbank  financial 

/18 

182 

12 

3.08 

36 

24 

57 

59 

89.3 

12 

2.59 

2.24 

2.32 

3.0 

1  Banks 

;24 

7887 

NM 

0.00 

0 

346 

12 

15 

551.8 

12 

0.13 

0.18 

NA 

NM 

|  Manufacturing 

/23 

371 

NM 

0.52 

200 

21 

75 

50 

86.8 

12 

0.06 

0.08 

0.96 

22.9 

Fuel 

/12 

1707 

NM 

0.00 

0 

302 

37 

32 

92.0 

12 

0.27 

0.38 

0.71 

2.8 

Services 

/33 

190 

13 

0.00 

0 

3 

87 

41 

107.7 

01 

2.61 

2.99 

3.86 

2.3 

Manufacturing 

/33 

333 

13 

3.11 

40 

13 

92 

41 

117.5 

12 

2.67 

2.91 

3.38 

2.7 

Transportation 

IU 

170 

22 

1.05 

23 

-25 

83 

73 

267.8 

06 

1.16 

0.97 

1.02 

28.4 

>  Electrical  &  electronics 

/13 

120 

11 

0.00 

0 

-13 

74 

111 

167.6 

12 

0.35 

1.24 

1.00 

68.0 

1  Metals 

/31 

234 

13 

1.32 

18 

34 

76 

34 

130.5 

05 

2.63 

3.40d 

4.17 

4.3 

1  Electrical  &  electronics 

/18 

1103 

40 

0.00 

0 

84 

90 

34 

495.0 

02 

0.87 

1.1  Id 

1.41 

1.4 

Consumer  products 

/31 

183 

15 

5.42 

83 

28 

31 

38 

34.7 

12 

2.46 

2.61 

2.71 

1.8 

Utilities 

/38 

124 

14 

4.99 

72 

31 

3 

31 

2.2 

12 

3.27 

3.35 

NA 

NA 

Fuel 

m 

342 

66 

0.00 

0 

87 

81 

50 

217.1 

02 

0.14 

0.45d 

0.72 

5.6 

i  Retailing 

no 

NEG 

NM 

0.00 

0 

NA 

0 

128 

NA 

12 

-0.64 

-0.91 

-0.28 

85.7 

'  Publishing/TV 

/13 

1004 

53 

0.00 

0 

103 

90 

54 

296.9 

01 

0.36 

0.52d 

0.77 

2.6 

;  Retailing 

/21 

162 

10 

2.22 

22 

-6 

NA 

63 

18.0 

12 

2.25 

2.35 

2.32 

1.7 

Leisure 

/15 

246 

17 

0.00 

0 

69 

47 

58 

166.1 

08 

-1.29 

1.53 

1.66 

1.8 

Healthcare 

3/ 4 

581 

30 

0.00 

0 

115 

66 

166 

157.9 

12 

0.03 

0.30 

0.48 

10.4 

!  Fuel 

/10 

688 

36  | 

0.00 

0 

107 

69 

64 

77.8 

12 

0.02 

0.63 

0.78 

6.4 

!  Telecommunications 

/12 

284 

35 

0.00 

0 

105 

73 

61 

99  6 

12 

0.61 

0.69 

1.18 

8.5 

!  Fuel 

/12 

NEG 

40 

0.00 

0 

NA 

82 

63 

94.9 

12 

-6.02 

0.57 

1.71 

5.8 

I  Paper 

/15 

158 

29  | 

8.62 

253 

16 

29 

81 

10.9 

12 

0.57 

0.61 

NA 

NA 

1  Housing 

/32 

176 

15 

1.65 

25 

62 

80 

27 

60.9 

12 

2.94 

3.51 

4.06 

1.2 

|  Nonbank  financial 

/30 

145 

11 

2.73 

29 

49 

23 

33 

15.6 

12 

3.67 

4.19 

NA 

NA 

Banks 

/30 

163 

7 

1.62 

11 

13 

92 

39 

300.0 

12 

-0.59b 

5.48 

7.07 

13.9 

!  Paper 

127 

139 

12 

3.22 

39 

28 

58 

42 

38.3 

12 

2.75 

2.90 

3.10 

2.3 

!  Banks 

162 

240 

18  1 

3.11 

55 

11 

77 

20 

64.7 

12 

0.10 

4.05 

4.86 

2.9 

>  Electrical  &  electronics 

120 

341 

28 

0.00 

0 

66 

70 

42 

118.8 

12 

1.12 

1.23 

1.56 

1.9 

1  Software/services 

/37 

178 

17  | 

5.16 

88 

16 

29 

33 

34.2 

12 

1.72 

2.51 

3.05 

3.9 

Utilities 

/15 

1221 

62 

0.00 

0 

173 

77 

35 

348.9 

03 

0.19 

0.65d 

0.88 

4.5 

Software/services 

/24 

423 

27  ! 

0.37 

10 

9 

64 

52 

76.8 

12 

0.78 

0.99 

1.42 

0.7 

!  Leisure 

/29 

514 

32 

0.00 

0 

65 

83 

30 

338.4 

12 

1.01 

1.48 

1.89 

1.1 

|  Retailing 

/33 

172 

13  ! 

2.67 

33 

29 

73 

31 

65.6 

12 

2.21 

3.60 

4.46 

9.9 

i  Manufacturing 

/23 

233 

12 

0.00 

0 

NA 

31 

41 

NA 

12 

NA 

2.76 

3.13 

7.7 

Electrical  &  electronics 

/23 

179 

11 

3.50 

40 

33 

28 

45 

39.3 

12 

1.25b 

2.70 

3.29 

3.0 

Banks 

/34 

386 

75 

0.57 

43 

21 

82 

34 

112.0 

12 

-6.80 

0.56 

1.07 

25.2 

Fuel 

150 

111 

16  ] 

0.00 

0 

27 

56 

7 

9.0 

12 

9.80 

12.07 

NA 

NA 

J  Nonbank  financial 

/19 

508 

22 

0.00 

0 

64 

54 

43 

83.3 

02 

1.20 

1.49d 

1.73 

10.4 

!  Software/services 

/25 

265 

NM 

0.00 

0 

18 

72 

45 

130.6 

12 

0.95 

-1.36 

1.34 

0.7 

|  Software/services 

/21 

237 

NM 

0.00 

0 

-31 

62 

54 

173.9 

12 

1.19 

-0.51 

1.64 

9.8 

1  Healthcare 
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THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

i  ASS 

%  MIL 

CHANGE 
FROM 

1995 

YEAR 
AGO 
RANK 

12 

MUN  ( hi 
1995 
$  MIL. 

CHANGE 

1994 

% 

12 

MUNI ns 
1995 
J  MIL, 

CHANGE 

1994 

% 

12 

MONTHS 
1995 

12 

MONTHS 
1994 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

i 

MOI 

is 

1  $* 

751 

CABLEVISION  SYSTEMS 

1387 

5 

637 

1078 

29 

-317.5 

NM 

NM 

NM 

NM 

NM 

i  2 

752 

TRINITY  INDUSTRIES 

1387 

4 

628 

2474 

16 

109.2 

39 

4.4 

3.7 

14.0 

15.1 

!  1 

753 

GREENPOINT  FINANCIAL 

1384 

8 

NR 

732 

24 

107.5  . 

-5 

14.7 

19.1 

NA 

6.9 

14 

754 

REVLON 

1381 

NA 

NR 

1936 

12 

-41.7 

NM 

NM 

NM 

NA 

NA 

1 

755 

NINE  WEST  GROUP 

1378 

42 

813 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

1 

756 

CONSECO 

1372 

74 

878 

2855 

59 

222.5 

44 

7.8 

8.6 

13.6 

24.6 

17 

757 

CENTRAL  FIDELITY  BANKS 

1367 

28 

762 

801a 

16 

77.9 

-30 

9.7 

16.3 

10.0 

13.4 

!  ic 

758 

SIMON  PROPERTY  GROUP 

1364 

16 

704 

555 

17 

62.6 

51 

11.3 

8.7 

11.4 

42.2 

i  2 

759 

STONE  CONTAINER 

1363 

-36 

446 

7351 

28 

444.5 

NM 

6.0 

NM 

13.1 

46.1 

!  € 

760 

FASTENAL 

1361 

53 

870 

223 

37 

27.4 

47 

12.3 

11.5 

31.5 

31.5 

761 

UTILICORP  UNITED 

1356 

5 

645 

2799 

17 

79.8 

-15 

2.9 

3.9 

6.5 

8.3 

!  3 

762 

FIRST  VIRGINIA  BANKS 

1354 

13 

696 

608 

14 

111.6 

-1 

18.4 

21.2 

NA 

13.1 

|  8 

763 

ALLMERICA  FINANCIAL 

1353 

NA 

NR 

NA 

NA 

121.6 

NA 

NA 

NA 

9.0 

11.6 

!  17 

764 

A.H.  BELO 

1352 

21 

728 

735 

17 

66.6 

-3 

9.1 

11.0 

8.9 

17.1 

1 

765 

CIPSCO 

1350 

34 

793 

842 

0 

75.9 

-13 

9.0 

10.4 

8.0 

10.8 

1 

766 

WARNACO GROUP 

1346 

102 

NR 

916 

16 

49.6 

-22 

5.4 

8.0 

10.9 

9.8 

767 

ORYX  ENERGY 

1344 

18 

722 

1129y 

5 

158.0 

NM 

14.0 

NM 

38.3 

NM 

] 

768 

DELMARVA  POWER  &  LIGHT 

1344 

15 

703 

995 

0 

117.5 

8 

11.8 

10.9 

8.1 

11.7 

2 

769 

TCF  FINANCIAL 

1340 

95 

NR 

720 

6 

61.7 

-12 

8.6 

10.4 

NA 

11.6 

J  7 

770 

NICOR 

1339 

5 

654 

1480 

-8 

99.8 

-9 

6.7 

6.8 

NA 

14.9 

|  2 

771 

LTV 

1339 

-18 

550 

4283 

1 

193.5 

49 

4.5 

3.1 

12.7 

12.8 

c 

772 

PROMUS  HOTEL 

1336 

NA 

NR 

236 

6 

43.8 

20 

18.5 

16.3 

17.1 

27.6 

773 

BOSTON  EDISON 

1326 

19 

726 

1629 

5 

112.3 

-10 

6.9 

8.1 

7.9 

9.5 

j  - 

774 

COMMERCE  BANCSHARES 

1326 

28 

780 

732 

25 

107.6 

12 

14.7 

16.4 

NA 

12.2 

!  c 

775 

CONTINENTAL  AIRLINES 

1324 

467 

NR 

5825 

3 

226.0 

NM 

3.9 

NM 

19.2 

83.1 

i  4 

776 

FHP  INTERNATIONAL 

1324 

23 

759 

4021 

25 

23.1 

-71 

0.6 

2.5 

2.3 

-0.3 

{  2 

777 

SUNBEAM 

1320 

-33 

475 

1203 

0 

50.6 

-53 

4.2 

8.9 

7.4 

8.4 

i  1 

778 

OHIO  CASUALTY 

1319 

9 

687 

1462 

-3 

95.4 

4 

6.5 

6.1 

NA 

9.1 

4 

779 

FIRST  AMERICAN 

1318 

47 

859 

730 

23 

103.1 

6 

14.1 

16.3 

NA 

16.1 

c 

780 

VIGORO 

1317 

90 

NR 

934 

28 

69.9 

44 

7.5 

6.7 

16.3 

27.4 

781 

SOUTHWESTERN  PUBLIC  SERVICE 

1315 

10 

701 

848 

2 

121.5 

25 

14.3 

11.8 

10.8 

16.2 

1 

782 

ELECTRONIC  ARTS 

1312 

27 

778 

521 

6 

45.7 

-16 

8.8 

11.1 

15.7 

15.9 

783 

FRITZ 

1310 

88 

NR 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

784 

RIVERWOOD  INTERNATIONAL 

1305 

20 

746 

1342 

5 

45.5 

344 

3.4 

0.8 

7.9 

8.1 

2 

785 

SHARED  MEDICAL  SYSTEMS 

1294 

64 

943 

651y 

18 

39.8 

13 

6.1 

6.4 

16.9 

16.5 

786 

STANDARD  FEDERAL  BANCORPORATION 

1290 

38 

836 

991 

19 

119.5 

0 

12.1 

14.3 

NA 

13.0 

13 

787 

SYNOPSYS 

1290 

51 

898 

287 

33 

34.5 

105 

12.0 

7.8 

NA 

18.7 

788 

SCIENTIFIC-ATLANTA 

1289 

-28 

522 

1140 

19 

47.1 

-21 

4.1 

6.3 

10.3 

10.2 

789 

AMERICAN  WATERWORKS 

1289 

34 

817 

803 

4 

92.1 

17 

11.5 

10.2 

7.4 

11.0 

i  3 

790 

NEW  WORLD  COMMUNICATIONS  GROUP 

1286 

19 

755 

605 

52 

-28.9 

NM 

NM 

NM 

NM 

-9.6 

2 

791 

CYTEC  INDUSTRIES 

1284 

152 

NR 

1260 

14 

282.2 

403 

22.4 

5.1 

NM 

79.2 

1 

792 

DIAMOND  OFFSHORE  DRILLING 

1284 

NA 

NR 

337a 

9 

-7.0 

NM 

NM 

NM 

NM 

-4.7 

793 

WESCO  FINANCIAL 

1283 

43 

858 

112a 

14 

29.0 

19 

25.8 

24.7 

3.5 

3.4 

1 

794 

AGCO 

1283 

129 

NR 

2125 

56 

129.1 

12 

6.1 

8.5 

14.8 

21.6 

2 

795 

HIBERNIA 

1282 

39 

971 

62  ly 

16 

123.9 

30 

20.0 

17.7 

NA 

17.3 

7 

796 

QUESTAR 

1282 

10 

711 

649 

-3 

83.8 

70 

12.9 

7.4 

10.7 

12.0 

1 

797 

BROOKLYN  UNION  GAS 

1282 

9 

710 

1252 

-6 

93.7 

6 

7.5 

6.6 

8.2 

10.8 

2 

UNITED  ASSET  MANAGEMENT 

1282 

23 

772 

698 

42 

67.3 

14 

9.6 

12.0 

7.5 

13.7 

1 

WALLACE  COMPUTER  SERVICES 

1279 

82 

NR 

812 

30 

66.6 

37 

8.2 

7.8 

13.6 

14.2 

LAFARGE 

1277 

5 

683 

1472 

-6 

129.6 

61 

8.8 

5.2 

NA 

13.5 

1 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  0 


N 

i  DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

2-MONTH 
HIGH/ 
10W 

■  $ 

PRICE 
AS  %  OF 
800K 
VALUE 

P-E 
RATIO 

!  VIP 

PAYOUT 

% 

TOTAL 
RETURN 

1  INSTI- 
1  TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL 

TURN- 
OVER 

% 

!  FV 

!  ACTUAL 
$ 

ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1996  VARI 
EST  ATION 

$  % 

"* 

'0/50 

NEG 

NM 

0.00 

0 

4 

38 

24 

60.5 

!  12 

1-13.72 

-14.17 

-8.23 

33.7 

!  Publishing/TV 

tO/28 

192 

13 

2.04 

26 

2 

73 

42 

90.7 

!  03 

2.20 

2.65d 

3.06 

8.5 

i  Transportation 

10/21 

89 

12 

3.02 

35 

17 

60 

52 

213.0 

;  12 

2.38 

2.29 

2.59 

12.0 

i  Nonbank  financial 

A/NA 

NA 

NA 

NA 

NA 

NA 

NA 

50 

NA 

12 

NA 

-0.98 

NA 

NA 

|  Consumer  products 

►9/27 

402 

19 

0.00 

0 

40 

89 

35 

145.7 

!  01 

1.85 

2.03d 

2.53 

2.4 

]  Consumer  products 

.9/35 

166 

8 

0.12 

1 

91 

51 

20 

165.9 

!  12 

5.00b 

8.52 

6.75 

8.3 

[  Nonbank  financial 

5/25 

174 

13 

3.53 

45 

29 

36 

40 

44.0 

12 

!  2.17 

2.65 

2.87 

1.7 

!  Banks 

6/21 

943 

22 

8.43 

182 

4 

47 

58 

51.2 

12 

0.88 

1.08 

NA 

NA 

Housing 

5/12 

144 

4 

4.36 

15 

-39 

69 

99 

272.3 

12 

NA 

3.89 

2.00 

40.5 

Containers 

3/23 

1562 

50 

0.06 

3 

54 

54 

38 

129.0 

12 

0.49 

0.72 

0.93 

2.2 

Retailing 

0/27 

145 

17 

5.97 

103 

8 

23 

46 

30.3 

12 

2.06b 

1.71 

2.20 

2.7 

Utilities 

4/33 

159 

12 

3.51 

43 

17 

|  27 

34 

25.7 

12 

3.51 

3.28 

3.54 

1.7 

|  Banks 

9/23 

108 

9 

0.74 

7 

NA 

1 

50 

NA 

12 

NA 

2.91 

2.67 

2.2 

j  Nonbank  financial 

7/28 

348 

21 

0.91 

19 

25 

48 

39 

53.9 

12 

1.71 

1.68 

1.99 

2.0 

!  Publishing/TV 

1/28 

203 

19 

5.15 

97 

41 

26 

34 

35.6 

12 

2.46 

2.11 

2.54 

2.4 

!  Utilities 

7/15 

266 

24 

1.08 

25 

64 

75 

52 

99.5 

12 

1.53 

1.10 

1.55 

2.6 

i  Consumer  products 

5/11 

NEG 

8 

0.00 

0 

12 

!  70 

104 

93.7 

12 

-0.68 

1.54 

0.63 

23.8 

Fuel 

4/19 

146 

12 

|  6.96 

86 

19 

|  23 

61 

32.4 

12 

1.67 

1.79 

1.80 

1.7 

Utilities 

8/20 

254 

22 

|  1.66 

37 

87 

|  62 

36 

64.9 

12 

2.32 

1.71 

2.98 

3.0 

Nonbank  financial 

9/24 

200 

14 

4.81 

65 

13 

50 

50 

27.7 

12 

2.07 

1.96 

2.05 

1.5 

Utilities 

7/13 

89 

7 

0.00 

0 

-17 

77 

105 

99.2 

12 

1.29 

1.79 

1.20 

36.7 

i  Metals 

6/20 

843 

30 

0.00 

0 

NA 

66 

51 

NA 

12 

NA 

0.86 

1.04 

1.9 

!  Leisure 

0/23 

130 

13 

6.81 

90 

20 

37 

48 

48.3 

12 

2.41 

2.08 

2.58 

1.2 

Utilities 

8/29 

150 

13 

1.90 

24 

26 

36 

37 

24.4 

12 

2.71 

2.85 

3.15 

1.6 

]  Banks 

51/8 

509 

8 

0.00 

0 

449 

36 

28 

124.0 

12 

| -23.76b 

6.29 

6.77 

9.2 

|  Transportation 

4/20 

114 

NM 

0.00 

0 

22 

82 

40 

229.1 

06 

1.71 

0.29 

1.50 

7.3 

Healthcare 

5/13 

220 

26 

0.25 

7 

-34 

52 

82 

103.4 

12 

1.30 

0.61 

1.14 

6.1 

Consumer  products 

0/29 

126 

14 

4.30 

60 

15 

55 

35 

55.8 

12 

2.70 

2.67 

3.29 

6.1 

!  Nonbank  financial 

0/33 

207 

12 

2.51 

31 

33 

|  34 

30 

104.6 

12 

3.48 

3.64 

4.21 

1.4 

1  Banks 

7/33 

533 

19 

1.39 

27 

90 

53 

20 

125.1 

12 

2.43 

3.41 

4.17 

4.3 

Chemicals 

4/27 

183 

11 

6.85 

79 

18 

27 

41 

41.7 

08 

2.38 

2.80 

2.51 

5.2 

Utilities 

2/20 

456 

30 

0.00 

0 

16 

83 

52 

610.1 

03 

1.07 

0.84d 

1.12 

10.7 

Software/services 

1/23 

690 

29 

0.00 

0 

36 

i  62 

34 

153.6 

05 

0.87 

1.35d 

1.74 

4.6 

Transportation 

6/16 

233 

29 

0.81 

23 

21 

18 

66 

21.9 

12 

0.16 

0.69 

1.55 

25.8 

Containers 

8/32 

537 

33 

1.51 

50 

64 

71 

23 

299.5 

12 

1.51 

1.68 

1.91 

1.6 

!  Software/services 

2/26 

141 

11 

1.84 

21 

42 

72 

31 

91.5 

12 

3.70 

3.70 

4.26 

4.0 

!  Nonbank  financial 

9/23 

707 

44 

0.00 

0 

39 

!  87 

39 

263.8 

09 

0.42 

0.75 

1.19 

2.5 

;  Software/services 

5/11 

279 

20 

0.36 

7 

-28 

|  82 

76 

194.6 

06 

0.46 

0.83 

0.52 

7.7 

;  Telecommunications 

1/28 

161 

14 

3.68 

53 

33 

39 

34 

23.6 

12 

2.34 

2.64 

2.58 

1.6 

j  Utilities 

5/14 

359 

NM 

0.00 

0 

19 

27 

69 

131.5 

12 

-0.81 

-0.50 

0.11 

81.8 

Publishing/TV 

8/32 

375 

18 

!  0.00 

0 

99 

40 

17 

78.0 

12 

2.51b 

4.30 

5.28 

0.9 

Chemicals 

0/23 

851 

NM 

0.00 

0 

NA 

NA 

35 

NA 

12 

-0.70 

-0.14 

NA 

NA 

!  Fuel 

/1 16 

149 

NA 

0.59 

NA 

44 

87 

7 

2.0 

12 

2.66 

NA 

NA 

NA 

I  Nonbank  financial 

9/12 

218 

12 

0.15 

2 

110 

47 

47 

171.0 

12 

2.35b 

2.30 

2.71 

3.7 

Manufacturing 

11/7 

179 

10 

|  2.60 

27 

42 

29 

119 

54.1 

12 

0.78 

1.05 

0.88 

4.5 

1  Banks 

5/28 

184 

15 

3.75 

58 

13 

78 

41 

45.8 

12 

1.21 

2.05 

2.33 

3.4 

Utilities 

0/23 

149 

14 

j  5.44 

75 

12 

i  29 

49 

26.6 

09 

1.85 

1.90 

2.01 

2.0 

!  Utilities 

4/35 

260 

20 

2.81 

55 

18 

67 

30 

76.2 

12 

2.00 

2.17 

2.44 

2.1 

!  Nonbank  financial 

0/31 

273 

23 

!  1.54 

35 

82 

!  61 

23 

157.4 

07 

2.13 

2.46 

3.42 

2.6 

'  Office  equipment 

2/17 

133 

10 

2.16 

21 

6 

27 

69 

22.8 

12 

1.18 

1.88 

2.11 

14.7 

i  Housing 
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THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASS 

J  Mil 

CHANGE 
FROM 
1995 

YEAR 
AGO 
RANK 

12 
MONTHS 
1995 
.  SMIL 

CHANGE 
1994 

12 

MONTHS 
1995 
SMIL 

CHANGE 
FROM 
1994 

> 

12 
MONTHS 
1995 

% 

12 
MONTHS 
1994 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONT 
199 
$  Ml 

801 

WEIS  MARKETS 

1275 

14 

725 

1646 

6 

79.4 

4 

4.8 

4.9 

10.0 

10.0 

< 

802 

QUINTILES  TRANSNATIONAL 

1275 

265 

NR 

156 

74 

11.3 

69 

7.2 

7.4 

9.4 

7.1 

803 

MERCANTILE  BANKSHARES 

1273 

27 

819 

537a 

14 

100.4  . 

13 

18.7 

18.8 

14.3 

13.9 

6: 

804 

ETHYL 

1273 

5 

688 

960 

-6 

74.0 

-19 

7.7 

9.0 

13.0 

18.3 

805 

ALBEMARLE 

1272 

35 

831 

1244 

15 

78.2 

53 

6.3 

4.7 

10.2 

13.1 

i; 

.SOU 

ASARCO 

1272 

11 

716 

3198 

57 

169.2 

164 

5.3 

3.2 

9.8 

9.6 

4: 

807 

ULTRAMAR 

1271 

28 

807 

2714 

7 

47.6 

-30 

1.8 

2.7 

NA 

8.2 

2( 

808 

OMNICARE 

1270 

106 

NR 

400 

30 

24.8 

83 

6.2 

4.4 

NA 

11.9 

809 

CRACKER  BARREL  OLD  COUNTRY  STORE 

1265 

-7 

620 

850 

20 

67.4 

10 

7.9 

8.7 

12.6 

13.1 

( 

810 

JEFFERSON  SMURFIT 

1263 

-42 

429 

4093 

27 

247.3 

NM 

6.0 

0  4 

23.1 

NM 

2i 

811 

VALUJET 

1262 

228 

NR 

368 

175 

67.8 

227 

18.4 

15.5 

33.5 

47.7 

812 

HEALTH  CARE  &  RETIREMENT 

1259 

29 

806 

713 

16 

50.6 

20 

7.1 

6.8 

11.2 

14.0 

813 

INPUT/OUTPUT 

1259 

165 

NR 

198 

66 

28.2 

33 

14.2 

17.8 

14.1 

18.1 

814 

CBI  INDUSTRIES 

1259 

37 

849 

1916a 

7 

53.4 

NM 

2.8 

NM 

5.6 

6.5 

2 

815 

CENTERIOR  ENERGY 

1258 

-13 

596 

2516 

4 

281.2 

4 

11.2 

11.1 

8.0 

11.1 

10( 

816 

STARBUCKS 

1255 

50 

902 

519 

57 

27.0 

92 

5.2 

4.3 

5.3 

8.4 

f 

817 

VONS 

1252 

45 

888 

5071 

1 

68.1 

156 

1.3 

0.5 

8.1 

10.9 

2 

818 

ALLEGHENY  LUDLUM 

1249 

-16 

584 

1494 

39 

114.8 

530 

7.7 

1.7 

22.6 

30.6 

1 

819 

WISCONSIN  CENTRAL  TRANSPORTATION 

1248 

65 

966 

263 

25 

44.6 

17 

16.9 

18.1 

15.2 

19.8 

t 

820 

SEALED  AIR 

1246 

49 

876 

723 

39 

52.7 

42 

7.3 

7.2 

24.9 

60.4 

i 

821 

PRUDENTIAL  REINSURANCE  HOLDINGS 

1245 

NA 

NR 

949 

-3 

0.7 

-93 

0.1 

1.1 

0.1 

0.1 

4< 

822 

COMPASS  BANCSHARES 

1241 

22 

791 

766a 

25 

108.1 

12 

14.1 

15.8 

NA 

16.4 

io; 

823 

BRIGGS  &  STRATTON 

1240 

23 

794 

1264 

-7 

80.3 

-29 

6.4 

8.3 

16.6 

18.1 

824 

CONSOLIDATED  STORES 

1238 

39 

864 

1512 

18 

64.4 

17 

4.3 

4.3 

14.2 

18.5 

825 

TECUMSEH  PRODUCTS 

1236 

21 

785 

1716 

12 

119.2 

-1 

6.9 

7.8 

14.1 

13.6 

i' 

826 

SONAT  OFFSHORE  DRILLING 

1234 

108 

NR 

323 

33 

46.9 

269 

14.6 

5.2 

NA 

13.3 

i 

827 

FIRST  COMMERCE 

1234 

78 

NR 

593a 

17 

80.2 

-13 

13.5 

18.2 

14.9 

12.5 

8: 

828 

BANDAG 

1233 

-21 

567 

740 

14 

97.0 

3 

13.1 

14.4 

NA 

24.0 

1 

829 

CHRIS-CRAFT  INDUSTRIES 

1232 

22 

789 

472 

-2 

22.0 

-66 

4.7 

13.5 

2.5 

1.6 

2; 

830 

CRANE 

1230 

36 

855 

1782 

8 

76.3 

36 

4.3 

3.4 

14.3 

20.4 

c 

831 

OAKLEY 

1227 

NA 

NR 

173 

39 

39.6 

49 

22.9 

21.5 

55.4 

62.0 

832 

EQUITABLE  OF  IOWA 

1227 

17 

769 

765 

17 

84.9 

-14 

11.1 

15.1 

11.6 

9.5 

9" 

833 

FLEETWOOD  ENTERPRISES 

1226 

22 

792 

2795 

-2 

80.0 

-13 

2.9 

3.2 

10.1 

12.5 

i: 

834 

FIRST  COLONY 

1220 

11 

737 

1658 

21 

151.4 

42 

9.1 

7.8 

10.5 

11.7 

io; 

835 

HORIZON/CMS  HEALTHCARE 

1215 

119 

NR 

1218y 

21 

8.2 

-65 

0.7 

2.4 

1.9 

1.3 

u 

836 

INTERNATIONAL  SPECIALTY  PRODUCTS 

1213 

74 

NR 

689 

15 

67.4 

47 

9.8 

7.6 

8.9 

10.7 

i: 

837 

BETZ  LABORATORIES 

1212 

-2 

675 

752 

6 

68.3 

-7 

9.1 

10.3 

NA 

18.2 

838 

KLA INSTRUMENTS 

1210 

-10 

627 

569 

76 

101.9 

204 

17.9 

10.4 

22.2 

21.9 

e 

839 

MEREDITH 

1210 

81 

NR 

894 

12 

45.8 

31 

5.1 

4.4 

16.0 

17.4 

840 

SUMMIT  BANCORPORATION* 

1209 

83 

NR 

432 

16 

72.5 

197 

16.8 

6.6 

12.6 

14.5 

5C 

841 

ECHOSTAR  COMMUNICATIONS 

1208 

NA 

NR 

164 

-14 

-11.5 

NM 

NM 

0.0 

NM 

-8.7 

i 

842 

NATIONAL  FUEL  GAS 

1204 

18 

790 

1013 

-9 

77.7 

-9 

7.7 

7.7 

8.7 

9.5 

2: 

843 

MERCURY  GENERAL 

1200 

40 

892 

683 

17 

90.3 

36 

13.2 

11.4 

16.4 

16.0 

1C 

844 

MARK  IV  INDUSTRIES 

1200 

20 

749 

2039 

42 

89.3 

44 

4.4 

4.3 

9.4 

12.6 

IE 

845 

USG 

1199 

11 

751 

2444 

7 

-32.0 

NM 

NM 

NM 

NM 

NM 

IS 

846 

LONE  STAR  STEAKHOUSE  &  SALOON 

1198 

44 

907 

341 

58 

46.7 

60 

13.7 

13.5 

NA 

15.8 

' 

-47 

ROBERT  HALF  INTERNATIONAL 

1197 

73 

NR 

629 

41 

40.3 

54 

6.4 

5.9 

19.2 

19.0 

2 

CIRRUS  LOGIC 

1197 

19 

798 

1187 

50 

71.1 

24 

6.0 

7.2 

12.2 

13.8 

c 

849 

BEVERLY  ENTERPRISES 

1196 

7 

729 

3243y 

9 

-8.1 

NM 

NM 

2.6 

NA 

-1.7 

2E 

ENSERCH  EXPLORATION 

1 196 

14 

783 

221 

23 

-12.5 

NM 

NM 

4.2 

NM 

-1.3 

17 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON 


M 

;  DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

■MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 
1  °/» 

PAYOUT 

% 

TOTAL 
RETURN 

INSTI- 
TUTIONS 
HOLOING 

% 

SHRS 
OUT. 
MIL 

TURN- 
OVER 

% 

FY 

ACTUAL 
$ 

1995 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1996  VARI- 
EST  ATION 
$  % 

0/25 

161 

16 

2.84 

46 

19 

47 

43 

6.8 

12 

1.75 

1.84 

NA 

NA 

Food 

9/17 

802 

NM 

0.00 

0 

250 

52 

19 

141.3 

12 

0.38 

0.56 

0.73 

9.6 

Health  care 

0/21 

169 

12 

3.49 

42 

30 

35 

48 

53.3 

12 

1.88 

2.19 

2.34 

2.1 

Banks 

3/10 

315 

17 

4.65 

81 

10 

47 

118 

49.0 

12 

0.83 

0.62 

0.91 

6.6 

Chemicals 

0/12 

213 

16 

1.14 

19 

37 

46 

66 

57.6 

12 

0.80 

1.18 

1.28 

10.9 

Chemicals 

7/24 

72 

7 

2.68 

20 

13 

78 

43 

152.9 

12 

1.53 

4.00 

4.08 

33.3 

Metals 

9/23 

220 

24 

3.84 

93 

15 

83 

44 

66.1 

12 

1.56 

1.18 

2.43 

6.6 

Fuel 

9/21 

613 

56 

0.25 

14 

99 

93 

26 

122.3 

12 

0.60b 

0.86 

1.11 

4.5 

Health  care 

5/16 

246 

19 

0.10 

2 

-7 

31 

60 

189.2 

07 

0.94 

1.09 

1.22 

1.6 

Leisure 

>0/9 

NEG 

5 

0.00 

0 

-42 

55 

111 

53.3 

12 

0.12 

2.23 

1.74 

13.8 

Containers 

55/  7 

888 

20 

0.00 

0 

220 

29 

55 

509.7 

12 

0.44 

1.13 

1.40 

5.0 

Transportation 

2/25 

349 

26 

0.00 

0 

31 

87 

31 

117.0 

12 

1.26 

1.55 

1.84 

1.1 

Health  care 

0/12 

809 

33 

j  0.00 

0 

127 

96 

42 

103.3 

05 

0.66 

0.90d 

1.16 

3.4 

Electrical  &  electronics 

4/19 

181 

30 

1.46 

43 

38 

73 

38 

124.3 

12 

1.20 

1 .1  Id 

1.46 

9.6 

Chemicals 

1/8 

63 

6 

!  9.41 

54 

-5 

38 

148 

56.9 

12 

1.38 

1.49 

1.04 

3.8 

Utilities 

4/11 

389 

49 

0.00 

0 

48 

65 

71 

517.2 

09 

0.17 

0.36 

0.48 

2.1 

Food 

1/19 

201 

19 

0.00 

0 

45 

51 

44 

54.7 

12 

0.61 

1.55 

1.79 

1.7 

Food 

3/16 

333 

11 

2.85 

31 

-11 

52 

68 

61.5 

12 

0.26 

1.66 

1.69 

13.0 

Metals 

3/43 

553 

28 

0.00 

0 

63 

81 

17 

133.9 

12 

2.31 

2.67 

3.76 

9.6 

Transportation 

3/20 

1427 

24 

0.00 

0 

41 

72 

42 

58.6 

12 

0.94 

1.25 

1.51 

1.3 

Manufacturing 

5/19 

127 

NM 

0.12 

300 

NA 

4 

51 

NA 

12 

0.21 

0.01 

1.86 

2.7 

Nonbank  financial 

1/26 

185 

11 

3.47 

39 

21 

31 

39 

43.6 

12 

2.68 

2.88 

3.20 

1.9 

Banks 

5/33 

279 

12 

2.43 

29 

26 

74 

29 

81.4 

06 

3.55 

3.62 

3.14 

8.0 

Manufacturing 

5/16 

356 

20 

0.00 

0 

37 

99 

48 

96.4 

01 

1.15 

1.32 

1.63 

2.5 

Retailing 

3/43 

141 

10 

2.90 

30 

24 

72 

22 

78.2 

12 

5.50 

5.45 

5.76 

1.7 

Housing 

9/20 

350 

26 

0.55 

15 

110 

95 

28 

160.8 

12 

0.45 

1.65 

2.37 

5.9 

Fuel 

5/24 

216 

17 

4.29 

74 

28 

30 

38 

57.9 

12 

2.25 

1.89 

3.21 

7.2 

Banks 

5/49 

305 

13 

!  1.76 

24 

-14 

26 

24 

39.6 

12 

3.51 

3.82 

4.04 

5.4 

Automotive 

5/33 

94 

58 

!  o.oo 

0 

23 

41 

29 

42.0 

12 

2.17 

0.73 

0.66 

63.6 

Publishing/TV 

3/29 

328 

16 

1.85 

30 

37 

51 

30 

57.7 

12 

1.86 

2.50 

2.85 

3.2 

Services 

3/26 

1685 

29 

0.00 

0 

NA 

24 

36 

NA 

12 

0.40 

1.17 

1.37 

4.4 

Health  care 

i/3i 

137 

14 

1.40 

20 

18 

52 

32 

34.8 

12 

3.11 

2.68 

3.62 

1.4 

Nonbank  financial 

3/18 

191 

14 

2.23 

32 

26 

69 

46 

100.1 

04 

1.82 

1.86d 

2.09 

3.8 

Leisure 

3/21 

97 

8 

1.62 

13 

12 

58 

49 

37.8 

12 

2.10 

3.00 

2.58 

2.3 

Nonbank  financial 

3/17 

194 

15 

0.00 

0 

-A 

67 

52 

177.0 

05 

1.16 

1.59d 

1.96 

3.6 

Health  care 

2/6 

192 

18 

0.00 

0 

11 

14 

98 

15.8 

12 

0.46 

0  68 

0.77 

3.9 

Chemicals 

5/39 

348 

20 

3.38 

69 

2 

72 

28 

66.1 

12 

2.30b 

2.16 

2.75 

1.8 

Chemicals 

3/21 

260 

20 

0.00 

0 

-17 

90 

50 

619.4 

06 

0.69 

1.20 

2.33 

1.7 

Electrical  &  electronics 

3/24 

459 

30 

|  1.00 

31 

82 

59 

28 

53.3 

06 

0.96 

1.44 

1.78 

8.4 

Publishing/TV 

5/19 

244 

16 

2.42 

40 

80 

30 

35 

113.6 

12 

0.70 

2.12 

2.27 

1.8 

Banks 

1/12 

830 

NM 

0.00 

0 

NA 

10 

34 

NA 

12 

-0.02 

-0.36 

NA 

NA 

Electrical  &  electronics 

4/26 

147 

16 

5.04 

80 

24 

33 

37 

29.3 

09 

2.23 

2.03 

2.29 

2.2 

Utilities 

2/29 

212 

13 

1.83 

24 

43 

33 

27 

48.9 

12 

2.43 

3.31 

3.54 

2.0 

Nonbank  financial 

4/17 

170 

13 

0.60 

8 

6 

65 

60 

37.5 

02 

1.29b 

1.52d 

1.77 

4.5 

Manufacturing 

1/22 

NEG 

NM 

0.00 

0 

10 

71 

45 

98.9 

12 

-2.14 

-0.71 

3.95 

3.8 

Housing 

5/25 

404 

26 

0.00 

0 

29 

74 

38 

277.9 

12 

0.82 

1  25 

1.64 

1.8 

Leisure 

5/20 

566 

31 

0.00 

0 

70 

74 

29 

77.9 

12 

0.92 

1.36 

1.71 

1.8 

Services 

1/17 

233 

25 

0.00 

0 

12 

87 

64 

1081.4 

03 

0.97 

0.76d 

1.48 

30.4 

Electrical  &  electronics 

6/9 

136 

NM 

0.00 

0 

-7 

70 

99 

152.3 

12 

0.79 

-0.16 

0.76 

9.2 

Health  care 

5/9 

128 

NM 

0.00 

0 

-5 

11 

126 

15.3 

12 

0.12 

-0.11 

0.07 

114.3 

Fuel 
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THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASS 

$  MIL 

CHANGE 
FROM 
1995 

YEAR 
AGO 
RANK 

12 
MONTHS 
1995 
r  SMIL 

CHANGE 
FROM 
1994 

% 

12 
MONTHS 
1995 
$  MIL 

CHANGE 
FROM 
1994 

12 
MONTHS 
1995 

% 

12 

MONTHS 
1994 

ON 
INVESTED 
CAPITAL 

ON 
.!.!'.' 

EQUITY 
% 

195 
$M 

851 

NGC 

1 192 

300 

NR 

3666 

10 

92.7 

120 

2.5 

1.3 

NA 

17.3 

1 

852 

POTLATCH 

1191 

-5 

665 

1605 

9 

108.5 

122 

6.8 

3.3 

8.7 

11.3 

o 

853 

NEW  PLAN  REALTY  TRUST 

1 190 

8 

733 

138a 

27 

63.7  . 

15 

46.0 

50.9 

9.5 

11.1 

854 

MONTANA  POWER 

1 189 

-7 

658 

954 

-5 

56.9 

-50 

6.0 

11.3 

5.3 

5.3 

2 

855 

GEORGIA  GULF 

1 187 

-6 

664 

1082 

13 

186.5 

53 

17.2 

12.8 

58.8 

368.4 

856 

INLAND  STEEL  INDUSTRIES 

1 187 

-7 

653 

4781 

6 

146.8 

37 

3  1 

2.4 

11.6 

16.8 

3 

857 

OMNIPOINT 

1184 

NA 

NR 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

858 

FREEPORT-McMORAN 

1 182 

-52 

395 

996 

29 

92.4 

NM 

9.3 

NM 

NM 

NA 

1 

859 

QUORUM  HEALTH  GROUP 

1181 

32 

862 

985 

28 

62.2 

31 

6.3 

6.2 

9.8 

16.0 

860 

READING  &  BATES 

1 173 

162 

NR 

213 

26 

IS  4 

NM 

8.6 

NM 

6.1 

3.9 

861 

COLEMAN 

1 173 

25 

832 

934y 

24 

40.1 

20 

4.3 

4.5 

9.0 

13.3 

862 

WILMINGTON  TRUST 

1172 

34 

866 

462a 

16 

88.3 

4 

19.1 

21.2 

30.0 

20.1 

5 

863 

MARVEL  ENTERTAINMENT  GROUP 

1 170 

-26 

569 

761a 

63 

27.9 

-55 

3.7 

13.4 

6.4 

10.5 

1 

864 

LANCASTER  COLONY 

1 164 

14 

787 

821 

7 

73.0 

10 

8.9 

8.6 

22.2 

23.9 

865 

HANNAFORD BROTHERS 

1 163 

8 

756 

2568y 

12 

70.2 

13 

2.7 

2.7 

11.5 

13.9 

866 

FEDERAL  SIGNAL 

1 155 

24 

841 

816 

21 

51.6 

10 

6.3 

6.9 

21.2 

21.2 

867 

EL  PASO  NATURAL  GAS 

1155 

6 

743 

1038 

19 

85.4 

-5 

8.2 

10.3 

9.6 

12.2 

2 

868 

AMPHENOL 

1 153 

-1 

712 

783 

13 

62.9 

48 

8.0 

6.1 

15.0 

19.1 

869 

STOP  &  SHOP 

1 153 

-5 

690 

3925a 

5 

81.6 

3 

2.1 

2.1 

8.7 

24.6 

2 

870 

PICTURETEL 

1 143 

172 

NR 

347 

36 

19.6 

329 

5.7 

1.8 

10.6 

10.7 

871 

ELECTRONICS  FOR  IMAGING 

1 143 

143 

NR 

190 

46 

37.5 

76 

19.7 

16.3 

22.9 

22.9 

872 

AIRGAS 

1142 

41 

920 

791 

23 

38.0 

34 

4.8 

4.4 

9.3 

17.2 

873 

MOBILEMEDIA 

1 139 

NA 

NR 

253 

25 

-40.2 

NM 

NM 

NM 

NM 

-16.3 

1 

874 

BANKERS  LIFE  HOLDING 

1 138 

3 

734 

1527 

6 

128.3 

-4 

8.4 

9.3 

11.4 

12.4 

4 

875 

THE  MONEY  STORE 

1 138 

236 

NR 

511 

55 

48.7 

56 

9.5 

9.5 

8.8 

20.2 

1 

876 

EG&G 

1 137 

43 

940 

1420 

7 

54.3 

NM 

3.8 

NM 

NA 

15.1 

877 

STEWART  ENTERPRISES 

1135 

93 

NR 

369a 

45 

26.1 

-4 

7.1 

10.7 

5.1 

5.4 

1 

878 

SPIEGEL 

1131 

2 

731 

3166 

5 

-9.5 

NM 

NM 

0.8 

NM 

-1.8 

2 

879 

HAWAIIAN  ELECTRIC  INDUSTRIES 

1 128 

19 

828 

1296 

9 

84.4 

5 

6.5 

6.7 

5.8 

10.8 

5 

880 

TANDEM  COMPUTERS 

1 126 

-43 

477 

2263 

4 

74.3 

-59 

3.3 

8.3 

6.3 

6.7 

1 

881 

DIME  BANCORP 

1121 

122 

NR 

1423 

17 

62.2 

-49 

4.4 

9.9 

NA 

6.4 

20 

882 

NORAM  ENERGY 

1119 

62 

NR 

2965 

4 

65.5 

28 

2.2 

1.8 

NA 

9.5 

3 

883 

CONTIFINANCIAL 

1 118 

NA 

NR 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

884 

FIRST  BRANDS 

1 1 18 

42 

929 

1053 

2 

52.8 

-3 

5.0 

5.3 

11.3 

12.8 

885 

POGO  PRODUCING 

1 118 

84 

NR 

158y 

-9 

9.2 

-66 

5.9 

15.8 

6.8 

12.8 

886 

RPM 

1111 

6 

774 

1066 

17 

62.9 

10 

5.9 

6.3 

8.6 

14.6 

1 

887 

CALIFORNIA  ENERGY 

1105 

132 

NR 

399y 

115 

63.4 

63 

15.9 

20.9 

NA 

11.8 

2 

888 

SCHOLASTIC 

1104 

41 

946 

839 

23 

43.8 

31 

5.2 

4.9 

10.8 

15.9 

889 

IOMEGA 

1 103 

834 

NR 

326 

131 

8.5 

NM 

2.6 

NM 

16.2 

13.5 

890 

COMSAT 

1098 

32 

894 

843 

2 

37.9 

-51 

4.5 

9.4 

3.2 

4.5 

2 

891 

EQUITY  RESIDENTIAL  PROPERTIES  TRUST 

1095 

19 

895 

389 

68 

64.2 

86 

16.5 

14.9 

7.3 

9.4 

2 

892 

KELLY  SERVICES 

1093 

-9 

693 

2690 

14 

69.5 

14 

2.6 

2.6 

15.0 

15.0 

893 

SCI  SYSTEMS 

1092 

121 

NR 

3514 

56 

62.3 

96 

1.8 

1.4 

11.7 

14.6 

i; 

894 

KU  ENERGY 

1092 

767 

686 

8 

78.3 

0 

11.4 

12.3 

8.6 

12.2 

1( 

895 

IDAHO  POWER 

1091 

15 

829 

546 

0 

86.9 

16 

15.9 

13.8 

8.4 

12.0 

2. 

896 

NABORS  INDUSTRIES 

1089 

93 

NR 

611 

28 

55.3 

NM 

9.0 

0.7 

14.8 

15.0 

897 

USA  WASTE  SERVICES 

1087 

333 

NR 

457 

5 

30.3 

NM 

6.6 

NM 

NA 

15.8 

JONES  APPAREL  GROUP 

1085 

78 

NR 

776y 

23 

63.5 

16 

8.2 

8.7 

20.3 

20.7 

i 

RUSSELL 

1084 

-10 

691 

1153 

5 

54.1 

-31 

4.7 

7.2 

8.2 

8.6 

1 

KAISER  ALUMINUM 

1084 

77 

NR 

2238 

26 

60.3 

NM 

2.7 

NM 

13.0 

93.2 

2" 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  Of 


1 

i  DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

MONTH 
IGH/ 
LOW 
$ 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 
1  * 

PAYOUT 

% 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

SHRS 
OUT 
MIL. 

TURN- 
OVER 

FY 

1994 
ACTUAL 
$ 

1995 
ACTUAL 

ANALYSTS'  ESTIMATES 
19%  VARI 
EST  ATION 
$  % 

2/8 

223 

14 

0.44 

6 

9 

9 

105 

8.1 

12 

0.10 

0.82 

0.66 

4.5 

Fuel 

1/38 

124 

11 

4.04 

45 

-1 

47 

29 

55.0 

12 

1.68 

3.72 

3.40 

13.2 

Paper 

1/20 

208 

17 

6.67 

116 

5 

11 

58 

31.0 

07 

1.06 

1.19 

NA 

NA 

Housing 

$21 

126 

24 

7.31 

174 

-1 

28 

54 

62.7 

12 

2.00 

0.92 

1.96 

5.6 

Utilities 

S/27 

2345 

7 

1.00 

7 

7 

61 

37 

131.4 

12 

2.88 

4.73 

3.80 

8.4 

Chemicals 

I2\ 

157 

9 

0.82 

7 

-15 

72 

49 

119.0 

12 

1.81 

2.69 

2.36 

30.1 

Metals 

f/20 

NA 

NA 

0.00 

0 

NA 

NA 

44 

NA 

12 

NA 

NA 

NA 

NA 

Telecommunications 

/27 

NA 

22 

0.84 

19 

46 

74 

28 

130.0 

12 

2.22 

1.92 

2.71 

8.5 

Metals 

m 

304 

22 

!  0.00 

0 

30 

37 

48 

98.3 

06 

0.96 

1.14 

1.37 

2.2 

Health  care 

0/7 

341 

87 

0.00 

0 

155 

76 

61 

208.4 

12 

-0.39 

0.22 

0.96 

10.4 

Fuel 

/31 

390 

29 

0.00 

0 

25 

16 

27 

36.1 

12 

1.26 

1.51 

2.28 

1.3 

Leisure 

124 

261 

13 

3.61 

47 

39 

34 

35 

45.3 

12 

2.37 

2.56 

2.82 

1.4 

Banks 

III 

441 

NM 

i  0.00 

0 

-26 

NA 

102 

33.3 

12 

0.60 

0.05d 

0.78 

3.8 

Publishing/TV 

/31 

382 

16 

1.80 

29 

12 

52 

31 

79.2 

06 

1.97 

2.35 

2.64 

0.8 

Food 

/23 

231 

16 

1.53 

25 

8 

37 

42 

23.8 

12 

1.50 

1.67 

1.86 

3.2 

Food 

/20 

474 

23 

2.27 

51 

27 

53 

45 

38.0 

12 

1.02 

1  13 

1.40 

2.1 

Manufacturing 

12b 

165 

14 

!  3.91 

53 

14 

70 

34 

80.7 

12 

2.45 

2.47 

2.55 

7.1 

Utilities 

/19 

350 

18 

0.00 

0 

-1 

53 

47 

109.5 

12 

0.91 

1.33 

1.58 

1.9 

Electrical  &  electronics 

/19 

348 

15 

]  0.00 

0 

-5 

34 

50 

51.2 

01 

1.59 

1.51d 

1.81 

2.8 

Food 

A3 

620 

63 

0.00 

0 

158 

82 

32 

672.2 

12 

0.15 

0.56 

0.79 

5.1 

Telecommunications 

/18 

697 

32 

0.00 

0 

133 

98 

25 

546.1 

12 

0.86 

1.41 

1.79 

2.8 

Software/services 

/22 

515 

29 

!  o.oo 

0 

39 

64 

32 

58.2 

03 

0.96 

1.24d 

1.56 

4.5 

Services 

/19 

462 

NM 

j  0.00 

0 

NA 

19 

46 

NA 

12 

-1.58 

-1.37 

-2.16 

60.2 

Telecommunications 

/18 

110 

9 

2.67 

24 

11 

6 

51 

65.2 

12 

2.49 

2.46 

2.64 

8.7 

Nonbank  financial 

5/6 

472 

23 

0.38 

9 

235 

57 

51 

328.2 

12 

0.62 

0.95 

1.10 

5.5 

Nonbank  financial 

/14 

316 

23 

2.35 

53 

70 

67 

48 

61.9 

12 

-0.58 

1.05 

1.30 

2.3 

Services 

126 

234 

38 

0.19 

7 

55 

61 

27 

86.4 

10 

1.28 

1.08 

1.82 

1.1 

Housing 

4/7 

211 

NM 

1.90 

DEF 

4 

5 

108 

35.2 

12 

0.23 

-0.09 

0.41 

14.6 

Retailing 

/32 

156 

14 

6.34 

90 

22 

33 

30 

29.6 

12 

2.60 

2.66 

2.82 

1.8 

Utilities 

8/9 

102 

11 

0.00 

0 

-43 

73 

117 

163.2 

09 

1.50 

0  9 1 

0.33 

63.6 

Computers 

3/9 

115 

20 

0.00 

0 

27 

49 

100 

83.8 

12 

1.48 

0.57 

1.17 

12.8 

Nonbank  financial 

9/5 

185 

19 

|  3.11 

60 

65 

38 

124 

49.1 

12 

0.36 

0.47 

0.52 

5.8 

Utilities 

/NA 

NA 

NA 

NA 

NA 

NA 

NA 

43 

NA 

12 

NA 

NA 

NA 

NA 

Nonbank  financial 

/18 

307 

27 

0.93 

25 

44 

94 

42 

60.0 

06 

1.36 

1.01 

1.52 

3.3 

Manufacturing 

/18 

1555 

NM 

0.35 

43 

84 

83 

33 

106.1 

12 

0.82 

0.28 

0.55 

36.4 

Fuel 

/15 

258 

17 

3.25 

54 

4 

36 

75 

52.3 

05 

0.86 

0  89d 

0.99 

4.0 

Housing 

/15 

210 

18 

0.00 

0 

30 

58 

50 

61.7 

12 

0.95 

1.25 

1.46 

4.8 

Utilities 

/50 

402 

25 

0.00 

0 

38 

66 

16 

153.3 

05 

2.38 

2.80d 

3.40 

2.9 

Publishing/TV 

0/2 

1759 

NM 

I  0.00 

0 

782 

6 

59 

2055.1 

12 

-0.03 

0.14 

NA 

NA 

Computers 

111 

131 

29 

I  3.37 

99 

35 

75 

47 

127.1 

12 

1.64 

0.79 

1.07 

10.3 

Telecommunications 

125 

184 

25 

6.87 

172 

25 

89 

34 

63.8 

12 

1.34 

1.27 

NA 

NA 

Housing 

/25 

235 

16 

2.78 

44 

-7 

46 

38 

77.8 

12 

1.61 

1.83 

2.04 

2  5 

Services 

/17 

256 

23 

!  o.oo 

0 

104 

60 

29 

424.8 

06 

1.08 

1.63 

2.39 

2.9 

Electrical  &  electronics 

/26 

176 

14 

5.96 

86 

10 

18 

38 

28.8 

12 

2.01 

2.01 

2.03 

3.4 

Utilities 

/24 

165 

14 

6.41 

89 

23 

22 

38 

38.4 

12 

1.80 

2.10 

2.07 

2.9 

Utilities 

4/  7 

295 

22 

0.00 

0 

91 

64 

85 

68.0 

09 

0.01 

0.58 

0.72 

4.2 

Fuel 

.'10 

569 

39 

0.00 

0 

92 

42 

51 

125.6 

12 

0.61 

0.55 

1.51 

5.3 

Services 

723 

354 

17 

0.00 

0 

76 

63 

26 

100.5 

12 

2.08 

2.38 

2.75 

4.0 

Consumer  products 

1  <LtL 

1  "70 

20 

1.71 

35 

-6 

48 

39 

37.2 

12 

1.96 

1.38 

1.94 

4.1 

Consumer  products 

/10 

2532 

23 

0.00 

0 

44 

21 

72 

80.4 

12 

-2.09 

0.67 

1.78 

38.8 

Metals 
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THE  BUSINESS  WEEK  1000 


COMPANY 

|  MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

!  AS! 

!       $  MIL 

('  LJ-.".,ijE 
FROM 

1995 

YEAR 
AGO 
RANK 

MONTHS 
1995 
$  MIL 

CHANGE 
FROM 
1994 

12 

MONTHS 
1995 
S  MIL 

FROM 
1994 

MONTHS 
1995 

MONTHS 
1994 

INVESTED 
CAPITAL 

COMMON 
EQUITY 

1  MO 
1 
$ 

901 

PEOPLES  ENERGY 

1  AO  *i 

l  UoJ 

18 

852 

1044 

-14 

73.1 

21 

7.0 

5.0 

9.0 

11.0 

] 

902 

NIAGARA  MOHAWK  POWER 

1 082 

-49 

444 

3917 

-6 

248.0 

40 

6.3 

4.3 

6.4 

8.2 

1  1 

903 

SYBRON 

1  no  o 

30 

912 

554 

24 

53.6, 

20 

9.7 

10.0 

10.8 

23.6 

904 

CONSOLIDATED  FREIGHTWAYS 

I  U/O 

25 

885 

5281 

13 

57.4 

-5 

1.1 

1.3 

6.0 

6.7 

90.-1 

VIVRA 

1  m  B 
1  U  10 

59 

976 

350 

23 

37.9 

28 

10.8 

10.4 

11.5 

11.5 

906 

McAfee  associates 

1  U  /  O 

326 

NR 

90 

70 

14.9 

473 

16.6 

4.9 

23.5 

23.5 

907 

ZIONS  BANCORPORATION 

1 074 

84 

NR 

467a 

20 

76.1 

23 

16.3 

16.0 

21.7 

19.8 

9(> 

GRAND  CASINOS 

i  mo 
l  U  /  J 

201 

NR 

373 

30 

70.1 

142 

18.8 

10.1 

1 1.4 

20.5 

909 

COMDISCO 

1  U  IZ 

16 

835 

2246y 

8 

106.0 

93 

4.7 

2.6 

11.3 

14.3 

910 

USAIR  GROUP 

i  m  1 
1  U  /  1 

198 

NR 

7474 

7 

1 19.3 

NM 

1.6 

NM 

14.3 

NM 

f 

911 

a  i  rvii  iinrn  o   dai  n \a/  i  ai 

ALEXANDER  &  BALDWIN 

i  m  n 
1  DID 

8 

800 

1021y 

-1 1 

32.4 

-49 

3.2 

5.6 

5.0 

5.0 

912 

DENTSPLY  INTERNATIONAL 

1  068 

16 

845 

572 

9 

54.0 

0 

9.4 

10.3 

15.0 

18.0 

913 

PERRIG0 

1  Ubo 

1 

770 

766 

13 

41.2 

-22 

5.4 

7.7 

9.8 

11.3 

914 

VERIF0NE 

1 059 

79 

NR 

387 

25 

32.5 

17 

8.4 

9.0 

12.2 

12.3 

915 

ANIXTER  INTERNATIONAL 

1 057 

3 

758 

2195 

27 

39.1 

-15 

1.8 

2.7 

NA 

7.5 

9ir, 

CYPRESS  SEMICONDUCTOR 

I  Ub  J 

-5 

735 

596 

47 

102.5 

103 

17.2 

12.4 

NA 

21.7 

917 

UNISYS 

1 050 

-32 

554 

6202 

4 

-627.3 

NM 

NM 

0.2 

NM 

-71.4 

918 

McDERMOTT  INTERNATIONAL 

1  riA  q 

-30 

582 

3234 

9 

5.7 

-86 

0.2 

1.4 

NM 

-0.4 

I 

919 

THERM0LASE 

1  U4  / 

567 

NR 

25 

34 

-1.8 

NM 

NM 

0.1 

NM 

-5.5 

920 

0GDEN 

1 046 

0 

838 

2192 

4 

7.4 

-89 

0.3 

3.1 

1 .0 

1.2 

921 

nnitit/m  ikiTmti  atiaai  ai 

BRINKER  INTERNATIONAL 

1  f\A  A 

l  U44 

-27 

602 

1 128 

18 

40.1 

-42 

3.6 

7.2 

6.2 

7.1 

922 

USLIFE 

1  041 

20 

875 

1740 

5 

105.4 

10 

6.1 

5.8 

8.5 

8.8 

923 

PAUL  REVERE 

1  041 

53 

NR 

1534 

14 

85.3 

-7 

5.6 

6.8 

6.6 

6.1 

( 

924 

U.  S.  INDUSTRIES 

1 040 

NA 

NR 

2104 

8 

-63.0 

NM 

NM 

2.5 

NA 

-13.8 

925 

m  n  nTui  lAAnirTTA   *  a  a  t  r  n  i  a  i  c 

MARTIN  MARIETTA  MATERIALS 

1 037 

21 

889 

664 

32 

67.6 

16 

10.2 

1 1.6 

15.8 

16.0 

926 

r  Airmail 

ENSERCH 

1 035 

1 0 

834 

1931 

-8 

13. 1 

-84 

0.7 

3.9 

NA 

0.2 

927 

INTERNATIONAL  RECTIFIER 

1 035 

71 

NR 

501 

35 

52.6 

106 

10.5 

6.9 

13.2 

14.7 

92!< 

VALERO  ENERGY 

1  033 

3  3 

952 

3020 

64 

59.8 

123 

2.0 

1.5 

6.1 

4.7 

929 

/■*  i  nn  a  i  nmi*ATAAAii 

GLOBAL  DIRECTMAIL 

1 032 

NA 

NR 

634 

31 

33.1 

51 

5.2 

4.5 

NA 

25.4 

930 

SPELLING  ENTERTAINMENT  GROUP 

1  030 

10 

842 

664 

1 1 

16.5 

-31 

2.5 

4.0 

2.9 

3.1 

931 

WASHINGTON  WATER  POWER 

1 029 

26 

921 

755 

13 

87.1 

13 

11.5 

11.5 

8.1 

11.2 

932 

DEAN  FOODS 

1  028 

-17 

673 

2710 

5 

72.7 

-9 

2.7 

3.1 

10.5 

12.1 

933 

R.  P.  SCHERER 

1 028 

-4 

765 

570 

12 

48.0 

23 

8.4 

7.7 

14.3 

16.4 

934 

SHIVA 

1 026 

215 

NR 

1 18 

45 

-2.9 

NM 

NM 

4.8 

NA 

-2.4 

935 

t  a  a  r*  f\ t  r> 

TALB0TS 

1 026 

-7 

736 

947a 

14 

58.2 

14 

6.2 

6.1 

14.0 

14.7 

936 

LEE  ENTERPRISES 

1 025 

2  7 

924 

457y 

10 

57.6 

6 

12.6 

13.1 

16.8 

18.5 

937 

BECKMAN  INSTRUMENTS 

1025 

20 

867 

930 

5 

48.9 

3 

5.3 

5.3 

1 1.4 

14.1 

938 

HARTFORD  STEAM  BOILER  INSPECTION 

1 023 

1 8 

881 

672 

11 

62.6 

21 

9.3 

8.6 

15.7 

18.8 

939 

C-TEC 

1 022 

58 

NR 

325 

21 

22.7 

704 

7.0 

1.1 

6.4 

6.1 

940 

LIN  TELEVISION 

1018 

18 

NR 

217 

44 

38.0 

22 

17.5 

20.7 

NA 

54.9 

941 

RAY0NIER 

1016 

14 

869 

1261 

18 

142.3 

103 

1 1.3 

6.5 

15.8 

19.2 

: 

942 

NEVADA  POWER 

1015 

8 

863 

750 

-2 

77.0 

6 

10.3 

10.7 

6.8 

9.5 

\ 

943 

WESTERN  DIGITAL 

1015 

48 

NR 

2430 

28 

90.8 

-37 

3.7 

7.5 

19.7 

19.7 

944 

N0RDS0N 

1012 

-1 

786 

590 

12 

53.0 

1  1 

9.0 

9.1 

22.7 

23.1 

945 

PROTECTIVE  LIFE 

101 1 

55 

NR 

898a 

10 

76.5 

9 

8.5 

8.6 

11.7 

16.1 

7 

946 

LAM  RESEARCH 

1010 

-6 

761 

1030 

69 

1 19.2 

116 

11.6 

9.0 

22.5 

25.9 

947 

CONCORD  EFS 

1005 

157 

NR 

128 

33 

18.3 

44 

14.3 

13.2 

22. 1 

22.6 

948 

M.  A.  HANNA 

1005 

15 

879 

1902 

11 

56.7 

53 

3.0 

2.2 

10.0 

11.5 

i 

949 

TERRA  INDUSTRIES 

1005 

13 

950 

2292y 

38 

163.9 

191 

7.2 

3.4 

21.8 

28.7 

i 

950 

EQUITABLE  RESOURCES 

1002 

5 

818 

1426 

2 

1.5 

-97 

0.1 

4.3 

NM 

0.2 

i 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  C 


1 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP  .. 

MONTH 

HIGH/ 

LOW 

r$ 

PRICE 
AS%0F 
BOOK 
VALUE 

YIELD 

1  °k 

PAYOUT 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 

OUT. 
MIL 

TURN- 
OVER 

FY 

1994 
ACTUAL 
$ 

1995 
ACTUAL 
$ 

ANALYSTS' 
1996 

EST. 
$ 

ESTIMATES 
VARI- 
ATION 

% 

J/24 

163 

17 

!  5.81 

101 

25 

39 

35 

31.0 

09 

2.13 

1.78 

2.24 

7.6 

Utilities 

5/  7 

43 

5 

14.93 

78 

-43 

51 

144 

1 12.2 

12 

1.00 

1.44 

1.38 

10.9 

i  utilities 

3/17 

476 

21 

0.00 

0 

30 

77 

47 

49.1 

09 

0.93 

1.10 

1.32 

1.5 

i  Health  care 

)/21 

155 

24 

1.63 

38 

5 

81 

44 

158.5 

12 

1.00b 

1.04 

1.51 

14.6 

1  Transportation 

718 

326 

27 

0.00 

0 

36 

84 

36 

87.6 

1 1 

0.97 

1.08 

1.31 

0.8 

:  Healthcare 

3/13 

1692 

79 

!  o.oo 

0 

271 

92 

20 

423. 1 

12 

0.07 

0.68 

1.58 

2.5 

]  Software/services 

?/38 

262 

13 

!  2.22 

30 

88 

35 

1 5 

84.0 

12 

4.37 

5.53 

6.16 

3.4 

i  Banks 

)/10 

314 

16 

i  0.00 

0 

199 

58 

34 

255.2 

12 

0.87 

1.98 

2. .12 

6.6 

!  Leisure 

716 

1 56 

12 

1.37 

16 

22 

49 

e;  o 
5Z 

43.9 

09 

0.77 

1.73 

1.95 

2.6 

i  Software/services 

8/  5 

NEG 

3 1 

0.00 

0 

187 

53 

63 

415.1 

1 2 

-12.73 

0.55 

1.70 

36.5 

1  Transportation 

5/21 

164 

33 

3.74 

122 

12 

54 

46 

44.6 

12 

1.62 

0.72 

1.42 

7.0 

\  Transportation 

OCT 

ZU 

0.83 

17 

on 
ZU 

7Q 

/y 

97 
Z  / 

i  no  o. 
1  Uo.y 

12 

1.95 

2.00 

2.48 

1 .6 

(J  .  n  ||(-  „  „ 

Health  care 

)/l  1 

292 

24 

J  0.00 

0 

1 

45 

76 

145.3 

06 

0.71 

0.58 

0.67 

4.5 

Health  care 

!/20 

400 

34 

0.00 

0 

76 

55 

24 

207.3 

12 

1.18 

1.32 

1.61 

1.9 

!  Office  equipment 

)  /I  7 

fl  / 

ZU4 

07 

z/ 

i  0.00 

0 

o 
o 

60 

bb 

47.3 

12 

0.72 

0.71 

1.08 

1 .9 

Conglomerates 

)  1 1  f*\ 

ZZo 

1  o 
1Z 

n  nn 
i  U.UU 

n 
U 

i  n 

-1U 

88 

83 

6  7  1  A 

12 

0.60b 

1.09 

1.65 

4.2 

Electrical  &  electronics 

<£/  D 

i  nn 
l  uu 

IN  Ivt 

0.00 

0 

— OZ 

3fi 
oo 

1  7  1 
1/1 

14  /  .o 

1  0 

1  z 

-0.07 

-4.37 

0.42 

9  3  Q 

Zo.o 

Computers 

)/15 

148 

48 

5.19 

250 

-28 

80 

54 

111.5 

03 

0.05 

0.40d 

1.03 

23.3 

Manufacturing 

I  /  A 

II  4 

3424 

NA 

]  0.00 

0 

524 

22 

40 

106.6 

12 

0.00 

NA 

0.08 

62.5 

Consumer  products 

17/1 

1/4 

NM 

5.85 

833 

6 

56 

49 

60.2 

12 

1.55 

0.15 

1.53 

1 .3 

Conglomerates 

J/1  z; 

1  Q/l 
lo4 

1  A 

14 

0.00 

0 

3  1 

-ol 

66 

77 

1 59.5 

06 

0.83 

0.98 

0.79 

3.8 

Leisure 

724 

87 

10 

3.09 

31 

23 

70 

34 

42.5 

12 

2.79 

3.03 

3.12 

2.6 

Nonbank  financial 

VI 5 

75 

12 

1.04 

13 

54 

1 1 

45 

11.3 

12 

2.04 

1.90 

1.86 

4.3 

i  Nonbank  financial 

J/ 1  3 

ZZ  / 

M  ft/1 

INM 

0.00 

0 

NA 

54 

54 

NA 

09 

NA 

-1.17 

1.51 

6.6 

'  Electrical  &  electronics 

/1  Q 

>/lo 

9  /I  tr. 
Z4b 

l  £ 

1  D 

[      1 .96 

30 

23 

17 

46 

11.7 

12 

1.30 

1.47 

1.69 

3.0 

\  Housing 

?/  lo 

14b 

NM 

j  1.32 

1000 

9 

70 

68 

64.8 

12 

1.05 

0.02 

0.67 

28.4 

i     i  i i  i - x '.  

Utilities 

>/ 1 1 

ZOO 

OA 
Z4 

!  o.oo 

0 

by 

70 

/y 

50 

199.7 

06 

0.39 

0.84 

1.23 

2.4 

Electrical  &  electronics 

716 

100 

21 

2.20 

47 

35 

79 

44 

59.3 

12 

0.40 

1.10 

1.68 

10.1 

Fuel 

/  iy 

"7  3  A 

31 

0.00 

0 

NA 

20 

37 

NA 

12 

0.51 

0.90 

1.14 

0.9 

i  Retailing 

4/  y 

1  (19 

iyz 

61 

0.00 

0 

9 

1 1 

89 

23.6 

12 

0.32 

0.19 

NA 

NA 

i  Leisure 

7/1  J 

1  A  7 
14  / 

1  3 

lo 

6.70 

88 

32 

18 

56 

43.3 

12 

1.28 

1.41 

1.42 

3.5 

:  Utilities 

1/1 

1  R 
1  O 

2.81 

41 

-15 

43 

40 

47.2 

05 

2.01 

1.76d 

2.06 

9.7 

|  Food 

)/37 

351 

22 

i       n  nn 
U.UU 

n 
U 

-4 

91 

23 

129.8 

03 

1.83 

2.04d 

2.41 

3.7 

|  Health  care 

i/97 

P.9Q 

IN  IVI 

0.00 

0 

1  Do 

A  O 

4Z 

1  9 
1Z 

9  1  Q  7 

1  9 
1Z 

0.28 

-0.22 

1.19 

4.2 

Software/services 

XlOA 

9CQ 

zoy 

1  7 
1  / 

0.93 

16 

A 

— 4 

38 

34 

83.2 

01 

1.56 

1.78d 

2.10 

2.4 

Retailing 

l/l  7 
)/ 1  / 

ooU 

1  7 
1  / 

2.22 

39 

22 

42 

47 

17.8 

09 

1 .09 

1.25 

1.34 

3.7 

Publishing/TV 

J/9A 

Zy  D 

O  1 
Z  1 

1.43 

31 

on 
ZU 

C  7 

b/ 

28 

52.9 

12 

1.68 

1.70 

2.58 

1.2 

Electrical  &  electronics 

J/41 

307 

16 

4.55 

74 

23 

53 

20 

39.2 

12 

2.54 

3.07 

3.34 

2.4 

Nonbank  financial 

1/1  Q 

?/  iy 

97£ 
Z  /  b 

40 

0.00 

0 

Do 

25 

27 

76.2 

12 

0.17 

0.83 

NA 

NA 

]  Telecommunications 

1/97 

14  /  U 

07 
Z  / 

0.00 

0 

16 

35 

30 

88. 1 

12 

1.19 

1.28 

1.61 

19.3 

j  Publishing/TV 

/9« 

1  37 

7 
/ 

1         O  Q9 

i  z.yz 

O  1 

Z 1 

1  Q 

lo 

8 1 

30 

76. 1 

12 

2.36 

4.75 

4.21 

10.9 

i  Paper 

J/19 

132 

14 

7.36 

101 

1  9 
1  D 

1  S3 
1  o 

A  7 
4  / 

42.4 

1  9 
1  Z 

1.82 

1.58 

1.72 

3.5 

utilities 

?/13 

220 

8 

n  nn 

l  U.UU 

n 
U 

39 

68 

49 

374.1 

06 

1 .77 

2.56 

1 .49 

6.0 

i  Computers 

)/53 

440 

20 

1 .27 

25 

3 

9/1 
Z4 

1  Q 

lo 

OA  Q 

ou.y 

1  n 
1U 

2.45 

2.84 

3.25 

1 .8 

Manufacturing 

01  9 
Z1Z 

i  3 

1  o 

1.82 

24 

51 

62 

29 

27.9 

12 

2.57 

2.68 

2.98 

1.7 

|  Nonbank  financial 

i/^9 

99n 
ZZU 

1  o 
1Z 

0.00 

0 

-8 

90 

27 

1020.0 

06 

1.55b 

3.06 

4.70 

3.0 

Manufacturing 

J/1U 

l  Z4U 

£7 

0  00 

Q 

151 

67 

37 

107.8 

12 

n  3/1 

U.o4 

n  a  7 
U.4  / 

n  c  a 
U.b4 

3.1 

|  Nonbank  financial 

3/23 

203 

15 

2.05 

32 

18 

62 

36 

47  6 

1  9 
1  c. 

1.20 

1.83 

1.88 

9  9 
O.Z 

Chemicals 

5/10 

176 

6 

0.97 

6 

14 

32 

81 

73.1 

12 

0.77 

2.01 

1.93 

9.8 

!  Chemicals 

2/26 

133 

NM 

4.12 

2950 

7 

68 

35 

49.5 

12 

1.76 

0.04 

1.80 

10.0 

Utilities 
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THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASS 

$  MIL 

CHANGE 
FROM 
1995 

YEAR 
AGO 
RANK 

12 
MONTHS 
,  1995 
$  MIL 

CHANGE 
FROM 
1994 

% 

12 
MONTHS 
1995 
$  MIL 

CHANGE 
FROM 
1994 

12 
MONTHS 
1995 

; 

MONTHS 
1994 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

i  ] 

|  MOI* 
19 

951 

AMflAUl 

A  IVI  U  An  L 

999 

-23 

644 

1  cir 

1  DID 

—  / 

28.5 

-62 

1 .9 

4.6 

3.6 

2.9 

\  ] 

952 

\At  C  1  M  P  A  DTP  M  PCAITV 
WtlNbAKItN  KtAL!  T 

998 

4 

822 

1  1 
1  1 

44.8 

2 

33.4 

36.3 

9.4 

10.8 

953 

ft  a  iPDnn  ci  rf*Ton  kn  r»  c 
MlLKUN  ELtCIKUNILo 

995 

NA 

NR 

1304 

177 

70.1 

70 

5.4 

8.8 

NA 

36.7 

954 

ATI  AMTA  frtC  1  irUT 

Al  LAN  1A  bAo  Llbn  1 

995 

15 

883 

1063 

— y 

59.2 

53 

5.6 

3.3 

7.7 

9.8 

] 

955 

Dfll  IPV  MAW  ARFMFNT  QVQTCMQ 
rULlUT  IVIAN  AbClVltN  1  OTOILIVIO 

993 

14 

877 

COT 

Do  / 

o.  1 

NM 

U.b 

NM 

0.7 

0.8 

I  NTC  D  M  CI  IPfiftl  P U  A  P IWI  A  p  C I ITIP  A 1  Q 
INItKNtUKUPi  fnAnlVIMUtUllbALO 

992 

402 

NR 

Q 

IN  Ivl 

-lb.U 

IN  Ivl 

IN  IVI 

IN  IVI 

-53. 1 

-87.2 

957 

UCAI  TU  fl  PCTIPCMCNT  PPDPCPTICC  TD1ICT 

ntALI  n  &  Kt 1  IKtlYltN  1  rKUrtnllto  IKUol 

991 

19 

910 

lib 

a  a  o 

24 

55.5 

59.8 

8.4 

10.4 

] 

958 

UAKWUUU  HUMco 

989 

86 

NR 

859y 

19 

52.3 

37 

6.1 

5.3 

10.3 

15.7 

959 

ftflC  n  i  A  PC WPDfll 
IVItUlA  btNtnAL 

989 

19 

913 

/Uo 

lo 

03. Z 

-05 

"7  C 
1.0 

18.7 

9.0 

14.9 

] 

960 

iikjiwcdqai  cnnnc 
UNIvtKoAL  rUUUo 

988 

21 

917 

799 

-1  1 

44.0 

-39 

5.5 

8.0 

10. 1 

12.1 

961 

wiin  ati  awtip  n/icniPAi  ccpvipcc 

IViiU  A 1  LAN  Mb  IVItUlbAL  OtKVIbto 

984 

5 

837 

Z 1 

bl.i 

12 

6.4 

7.3 

31 .0 

30.5 

962 

da  if  Tcruwni  nrv 
UAr\  itbnNULUbT 

984 

NM 

NR 

46.3 

354 

21 .8 

1  5  5 

25.8 

23.2 

963 

P  1  M  P  1  III  hi  ATI  AAII  APDftM 

bINLINNAII  MILAbKUN 

983 

39 

NR 

1649 

38 

105.6 

180 

6.4 

3.2 

23.7 

53.2 

964 

CIDCTMFDIT 
Mno  1  IVI  t  K  1  1 

983 

54 

NR 

14 

AC  1 

4b.  1 

-2y 

1U.  / 

17.1 

11.7 

4.7 

965 

Al  RCPTfl  Pill  \/  F  P 
ALDtK  1  U-L.ULV  tK 

983 

24 

949 

1  3  CtA 

1  0 

P.  A  "3 

54. 3 

lb 

o.y 

inQ 

iu.y 

1  A  O 

14.  i 

966 

QIVTU  IKirtllQTDICC 
DLTIn  iNUUo  1  Kit  O 

983 

146 

NR 

OQQ. 

zyya 

DO 

20.6 

64 

6.9 

6.6 

13.1 

15.1 

'.  M 1 7 

PC  MT  A  IP 

rtN  1  AIK 

981 

25 

947 

1403 

1  1 

60.5 

2 1 

4.3 

4.0 

9.4 

12.4 

]  1 

968 

\l  A  1  CDAD 

VALorAK 

981 

27 

954 

792 

-2 

48.4 

3 

6. 1 

5.8 

21.4 

22.3 

969 

AIU1CPIPAM  DfiVA/CD  PflKH/CDCinu 
AlvltKlbAN  rUWtK  bUNVtKolUN 

979 

-41 

547 

515 

36 

69.5 

—2 

13.5 

18.8 

24. 1 

24.0 

970 

ACPCPT  TCI  CPnMMIIMIPATinUQ 
Aortb 1  ItLtbUmiVlUNIbAIIUNo 

979 

175 

NR 

1  OQ 

3D 

24.0 

37 

12.1 

11.9 

NA 

23.5 

971 

PCMTDAI  MCUUCPAPCDC 
btN  1  KAL  NtVVorArtKo 

977 

36 

999 

DoU 

1 Z 

54.0 

3 1 

9.3 

8.0 

15.5 

1 5.6 

972 

nPTCi  rnivii\AiiwiPATinMc 
ULItL  bUMIVIUNIbAI  lUNo 

975 

79 

NR 

501 

1 5 

36.9 

216 

7.4 

2.7 

12.4 

12.4 

973 

\  A/  CCTCDU  M  ATinUAl 

WtoltKN  NAIIUNAL 

974 

32 

979 

570 

-7 

7.3 

-90 

1.3 

11.9 

1.6 

0.9 

i  9 

974 

c vMP.ni  Tcpuwninpicc 
oiIVIdUL  ItbnNULUblto 

974 

45 

NR 

555 

1 9 

46. 5 

33 

8.4 

7.5 

12.0 

13.2 

975 

PITTCTDKl  RDIMk'C  PPHIIP 
r  1  1  1  o  I  UN  DKlNft  o  uKUUr 

972 

-7 

777 

*7QO 

/oo 

on 
ZD 

51.1 

23 

6.5 

6.3 

19.3 

loo 

iy.  / 

976 

POM  PI  IUW  A  PC 
bUmrUVVAKt 

969 

-41 

548 

con 

DoU 

1  / 

A  ~\  O 

4 1 ./. 

-3  1 

/  .  1 

ion 
12. U 

14.3 

1  A  Q 
14. 0 

977 

RCPPCM  RDIIWQVA/IP 
DtKbtN oKUNoWlu 

967 

-9 

750 

884  ly 

16 

66.0 

1 1 

0.7 

0.8 

8.3 

12.4 

2 

978 

ROUSE 

964 

3 

833 

673y 

0 

5.9 

-11 

0.9 

1.0 

NA 

-16.1 

2 

979 

PfllTCP  INnilCTDICC 
bULItb  INUUolKlto 

962 

-20 

698 

c 

D 

"7  1  O 

/  1 .2 

O  A 

— 24 

5. 1 

7  1 
/.l 

oc  n 
2b. 0 

NM 

980 

iiiiMCT  TCPuwni  npicc 
UuINt  1  It  nNULUblto 

962 

NA 

NR 

94 

185 

-18.3 

N  M 

NM 

NM 

NM 

-22.6 

981 

ATI  AWTIP  CMCPPV 
A  1  LAN  1  lb  tNtrtbY 

959 

-7 

779 

953 

4 

96.4 

4 

i  n  i 
1U.1 

10.2 

"7  O 

9.9 

2 

982 

UCAITL1  PADC  DDflDCDTV  IMWCCTflDC 

H  t  AL  1  n  b AK  t  rKUrtK 1 Y  IN Vto 1 UKo 

957 

19 

934 

106 

8 

80.3 

61 

75.9 

51 .0 

15.7 

23.6 

983 

AMCDIP  AU  IkAAM  APFMrLIT  CVCTCMC 

AMtKlbAN  MANAbtlvltNT  bYoTEMo 

956 

78 

NR 

632 

38 

29.2 

25 

4.6 

5.1 

16.4 

18.0 

984 

wpi  uni  niMPQ 
WrL  nULUINbo 

954 

3 

844 

807 

3 

74.9 

7 

9.3 

8.9 

NA 

11.9 

1 

985 

1  AROPATDPV  PHDP  DC  AMCPIPA  Ul  nPC 
LADUKAIUKY  bUKr.  Ur  AlVttKlbA  nLUbo. 

953 

-19 

707 

14o*i 

C  A 

—4.0 

NM 

NM 

3.0 

n  a 
U.b 

i  n 
-1  .U 

i 
i 

986 

nUIVIt  onUrrlNb  NtlWUKK 

952 

15 

904 

1019 

-10 

-61.9 

N  M 

r-;  M 

1.6 

NM 

-49.5 

987 

DADUCC  fl   MORI  C 

952 

7 

871 

184  7a 

ZZ 

27.8 

10/ 

1.5 

0.9 

7  n 

/.U 

c  o 
b.o 

1 

988 

O ITTIAI  A  V 

PI  IT  WAY 

950 

51 

NR 

946 

22 

40.4 

-10 

4.3 

5.8 

12.0 

11.4 

989 

o  1  AH WUUU  LUUblNb  IKUol 

949 

NM 

NR 

162y 

42 

11.1 

NM 

6.9 

NM 

8.3 

5.0 

990 

nAifincnu  s  AccnriATCc 
UAVIUoUN  ot  AooublAI  to 

947 

105 

NR 

147 

58 

13.6 

110 

9.2 

7.0 

25  6 

20  2 

991 

ADDflUU  1  hlTCD  W  ATlflW  Al 
AKKUW  1 N  i  tKN A 1 IUN AL 

947 

13 

906 

220 

16 

35.5 

18 

ICO 

lb. 2 

ICQ 

1 5.y 

i  7  n 
1  /  .U 

1  7  Q 

i  /.y 

992 

Va/  A  C  U  1  MPTflM  PAC  1  IPUT 

WAonlNblUN  bAo  Llbnl 

946 

17 

927 

860 

-3 

73.5 

27 

8.5 

6.5 

9.8 

13.3 

1 

993 

1 1 U  11/ PDC  A  1 

UNIVERSAL 

942 

35 

NR 

3525y 

13 

43.7 

87 

1 .2 

0.7 

13.3 

10.4 

2 

994 

AAiPDnpuio  Tcpuuni  npv 
(vMbKUbnlr  ItbHNULUbY 

939 

14 

938 

272 

43 

40.8 

26 

1  ci  0 

17.0 

20.6 

2 1 .4 

995 

DDOnCDDIlUn  CHCTtAf  ADC 

dKUUcKdUNU  oUMWAKt 

935 

-9 

788 

189 

43 

40.5 

147 

21.4 

12.4 

27.7 

27.7 

996 

aiv  cTCCi  uni  mmp 
AK  o  1  tr.L  nULUINb 

933 

38 

NR 

2257 

12 

268.6 

■  1 

11.9 

13.5 

30.3 

37.6 

2 

997 

A  RAT  DIP  A  ill/CCT  AIDI  1  U  C  C 

AMtnlbA  Wtol  AlKLINto 

932 

136 

NR 

1551 

NA 

54.8 

NA 

3.5 

NA 

8.4 

8.5 

1 

998 

INTFRRflTFn  nFVIPF  TFPHNni  fifiY 

111  ILlmHI  r.U  Ul  VIOC   1  LUnllULUU  i 

928 

-35 

650 

DD 

76 

19  1 

18  0 

18  0 

23  8 

999 

PIXAR 

925 

NA 

NR 

12 

117 

1.6 

NM 

13.4 

NM 

1.2 

NM 

1000 

STRUCTURAL  DYNAMICS  RESEARCH 

923 

333 

NR 

204 

22 

-8.5 

NM 

NM 

NM 

-10.9 

-10.9 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  0 


IN 

DIVIDENDS 

9MAKC.9 

EARNINGS  PER  SHARE 

1   lium  IQTQV  ADAUP 

1  inuusini  unuur 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS%OF 
BOOK 

RATO 

|  YIELD 

PAYOUT 

TOTAL 

INSTI- 
TUTIONS 
HOLDING 

SHRS 
OUT 

TURN- 
OVER 

1994 
ACTUAL 
% 

1995 
ACTUAL 
$ 

ANALYSTS'  ESTIMATES 
1996  VARI- 
ES! ATION 

$  % 

14/7 

103 

35 

0  00 

0 

-25 

51 

1 19 

80.7 

12 

0.63 

0.24 

0.38 

44.7 

'  Computers 

39/33 

240 

22 

1  O.OO 

1  A  9 

i4<c 

10 

43 

27 

36.6 

12 

1  A  7 
1.0/ 

1  -OZ7 

NA 

NA 

i  Housing 

jU/  J 

R91 

1  R 

I  0.00 

0 

I 

9 

93 

117  7 

11/./ 

Oft 
uo 

-0.74 

0.74 

0.87 

5.7 

C*f\m  ni  it  Arc 
1   V*U1  liquid  3 

?0/17 

179 

36 

!      5  85 

212 

14 

31 

55 

32.5 

09 

1.17 

0.50 

1.39 

4.3 

>  Utilities 

54/43 

240 

NM 

0.00 

0 

13 

80 

19 

68.4 

12 

-0.46 

0.16 

9  R9 

n  7 
u.  / 

Software/services 

33/6 

5423 

NM 

0.00 

0 

350 

18 

34 

188.5 

09 

-0.98 

-0.59 

NA 

NA 

Health  care 

17/14 

161 

16 

1        8  OA 

1  9fi 

25 

20 

59 

52.1 

12 

n  qr 

1  .uo 

NA 

NA 

!  Housing 

16/23 

297 

22 

0.18 

4 

77 

82 

22 

61  9 

09 

1.54 

2.03 

2.37 

2. 1 

Mai  icino 

38/28 

276 

19 

1.28 

24 

20 

56 

26 

23.3 

12 

4.45 

2.01 

2.09 

6.7 

!  Publishing/TV 

J 1/31 

271 

15 

2.64 

39 

24 

71 

26 

56.2 

09 

1.95 

2.54 

£.4  1 

n  ft 

u.o 

1  Pood 

25/17 

491 

17 

i  0.00 

0 

3 

69 

47 

247.0 

12 

1.15 

1.28 

1  60 

4.4 

1  Services 

52/21 

494 

37 

n  no 

n 
u 

144 

64 

20 

525.3 

06 

n  ^n 
u.ou 

1  3R 

i.jj 

3.46 

5.8 

1  Electrical  &  electronics 

34/20 

496 

9 

1.25 

12 

39 

70 

34 

86  8 

12 

1.10 

3.04 

2  18 

2.8 

mi  am  it3/*+i  inner 
1    IVId  1 1 U  1  dL  iur  1 1  Ig 

31/22 

181 

38 

3.69 

140 

29 

18 

34 

22.4 

12 

2.22 

0.77 

2.35 

NM 

'  Banks 

39/27 

258 

19 

1  1.02 

19 

25 

17 

28 

20.4 

09 

1 .57 

1 .89 

9  no 

9  /1 

1  Consumer  products 

35/14 

721 

41 

j  0.00 

0 

126 

36 

31 

32.5 

01 

f)  5(1 

0.78d 

1.03 

1.0 

1  Manufacturing 

?9/20 

220 

19 

1  £Q 

3R 

25 

31 

37 

80.9 

12 

1  9£h 
i  -ZOO 

1   A  1 
1  .41 

1  72 

3  5 

Mat*ii  if  art  urine 

17/35 

453 

21 

1.48 

31 

27 

50 

22 

16  7 

10 

2.08 

2.15 

2  46 

1  2 

26/8 

338 

14 

0.00 

0 

-41 

51 

93 

384.8 

12 

0.77 

0.74 

0.82 

8.5 

Electricdl  &  electronics 

50/16 

960 

46 

0.00 

0 

169 

82 

21 

298.0 

12 

0.80b 

1.03 

1    A  1 
1.41 

1  A 
1  .4 

1  Tplprnmmi  in  iratinnc 

37/25 

282 

18 

1.86 

34 

39 

36 

27 

24.1 

12 

1.55 

2.03 

2  27 

Puhlishinp/TV 

13/18 

328 

32 

!     n  nn 
1  u.uu 

n 
u 

72 

77 

24 

418.0 

06 

n  r/i 

U.  04 

1  .c.K> 

1.75 

6  3 

,  Telecommunications 

7/1 1 

124 

NM 

1 .02 

133 

33 

87 

62 

47  3 

1  9 

1  18 

0.12 

1  64 

3  7 

1     HUllUdllK  lllldllLldl 

11/26 

276 

22 

0.00 

0 

45 

91 

26 

124.5 

12 

1.34 

1.72 

2.03 

1.5 

Pnmni  itprc 

33/22 

375 

17 

0.43 

7 

30 

91 

42 

1 19.9 

12 

1.10 

1.35 

1  RR 
1  .DO 

1  Q 

1  .y 

1  ^prvirpc 

JCI  V  IV.  CJ 

38/16 

335 

14 

0.00 

0 

-37 

77 

42 

286  0 

0.3 

1.30 

1.59d 

1  QR 

1  n  r 
1  u.o 

^nf  twarp/cprvirpc 

JUIUIOl  C/  3CI 

29/19 

182 

15 

1        1  QR 
1        1 . 50 

JU 

_9 

61 

40 

97.4 

09 

1  A  R 

i  r  1 
1.01 

1  83 

1  1 

Health  care 

23/18 

1772 

NM 

3.98 

DEF 

5 

68 

48 

43  6 

12 

-0  14 

-0  18 

N  A 

N  A 

1  Housing 

19/10 

NEG 

13 

!  0.00 

0 

-20 

98 

70 

66.3 

12 

1.35 

1 .02 

1  31 

1  5 

MAniifartiirino 

IVIdl  luiatlUI  "Ig 

35/23 

1192 

NM 

!  0.00 

0 

NA 

15 

32 

NA 

12 

-0  35 

-0  63 

n  9 1 

14. 0 

^nf  tuuArp/cprvirpc 

20/18 

117 

12 

8.44 

99 

4 

21 

53 

45.5 

12 

1.41 

1 .55 

1  74 

A  A 

!  LJtilitipc 

36/29 

282 

12 

6  51 

77 

19 

55 

29 

29.9 

12 

1  ft  7 

1.0/ 

NA 

NA 

1  Hniicino 

1  IIJU  Jlllg 

25/1 1 

591 

33 

0.00 

0 

76 

70 

40 

108  0 

12 

0.60 

0.72 

0.88 

1  1 

!  Software/services 

32/28 

159 

13 

6.35 

85 

9 

17 

31 

27.3 

12 

2.13 

2  33 

9  33 

i  7 
i .  / 

1  Utilities 

1      ULI  II IIC  J 

16/  7 

231 

NM 

!  0.00 

0 

-44 

24 

123 

36.8 

12 

0.36 

-0.03 

0.75 

13.3 

Hps Ith  rarp 
ncdiiii  Laic 

11/7 

761 

NM 

I  0.00 

0 

18 

40 

91 

96.5 

12 

0  19 

-0  69 

n  1  r 

U .  1  0 

AA  A 

1  Retailing 

12/23 

215 

27 

u.uu 

n 
U 

_2 

55 

33 

151.4 

01 

U.ol 

1  .u/a 

1  AO 
1 .4U 

A  "3 

Rpt^ilino 
r\c  Id  1 1 1 1  Ig 

72/42 

269 

24 

0.73 

IJ 

R3 

RS 

JO 

T  A 
14 

1  7  1 
1  / .  1 

l  9 

3  22 

2  90 

3  35 

4  2 

Conglomerates 

34/18 

423 

30 

2.73 

82 

96 

39 

28 

47.7 

12 

-2  28 

1  1  R 

NA 

NA 

1    U  ni  1  c  1  no 
.    n  uu  0 1  ( ig 

39/13 

1772 

76 

0.00 

0 

102 

29 

35 

189.0 

12 

0.15 

0.36d 

0.57 

8.8 

oui  iwdi  c/sci  Vltcb 

19/30 

478 

27 

0.39 

1 1 

10 

27 

23 

55.0 

08 

1.29 

1.52 

1  7R 

1 .  /  o 

1 .  i 

Hpalth  rarp 

i      1  Ivul  11  1  Lol  C 

23/18 

174 

15 

1        R  T  9 

77 

21 

22 

43 

20.5 

09 

1    A  9 
1  AZ 

1 .45 

1  56 

8  3 

!  IJtilitipc 

1     \J  1 1 1 1 11  Co 

27/20 

231 

37 

1  3.80 

140 

An 

D  / 

3  R 

97  9 

uo 

1.09 

0  73 

T  RR 

1 .00 

A  9 
4,£ 

1  Consumer  products 

15/23 

491 

19 

0.00 

0 

10 

80 

34 

385.3 

03 

1 .05 

1 .46d 

9  on 
z  .uu 

9  R 

Flprtriral  SL  plpftrnnirc 

79/42 

640 

26 

0.00 

0 

-13 

86 

21 

912.9 

08 

0.55 

1  72 

1.90 

8.9 

Snf  t  warp/cprvifpc 

«JUI  IWal  C/ OCI  VILC9 

39/22 

138 

4 

1.66 

7 

40 

84 

26 

169.1 

12 

8  30b 

8  14 

5.26 

11.0 

22/8 

145 

17 

i  0.00 

0 

136 

43 

45 

158.0 

12 

-4.26 

1.18 

1.66 

4.2 

Trsncnnrtatinn 
iidiiouuildliuii 

34/9 

179 

8 

0.00 

0 

-37 

75 

77 

1036.9 

03 

1.05b 

1.55d 

1.57 

20.4 

!  Electrical  &  electronics 

42/19 

NEG 

NM 

0.00 

0 

NA 

0 

37 

NA 

12 

-0.06 

0.04 

0.22 

9.1 

!  Software/services 

33/7 

1192 

NM 

0.00 

0 

314 

52 

30 

579.8 

12 

-0.31 

-0.28 

0.96 

8.3 

I  Software/services 
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THE  BUSINESS  WEEK  1000 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value 
among  the  Business  Week  1000.  That  list  begins  on  pagel06.  The  numbers  immediately  to  the  right  identify  th 
company's  rank  in  sales,  profits,  and  assets,  respectively,  among  all  Business  Week  1000  companies. 


MKT 

OTHER  RANKINGS 

!  MKT 

Si',- 

COMPANY                                     SALES  PROFITS 

ASSETS 

|  RANK 

J 

I 

805 

j  965 

33 

ABBOTT  LABORATORIES        117  34 

100  Abbott  Park  Rd,  Abbott  Park.  IL  60064/847-937-6100 

242 

131 

410 

ADAPTEC                          833  613 

691  South  Milpitas  Blvd.  Milpitas,  CA  95035/408-945-8601 

915 

I  243 

482 

ADC  TELECOMMUNICATIONS  822  746 

12501  Whitewater  Dr,  Minnetonka,  MN  55343/612-938-808 

877 

0 

91 1 

100 

ADOBE  SYSTEMS                769  607 

806 

1 585  Charleston  Rd,  Mountain  View,  CA  94043/41 5-96 1-4400 

747 

671 

ADTRAN                           953  856 

985 

901  Explorer  Blvd.  Huntsville.  AL  35806/205-971-8000 

818 

57 

ADVANCED  MICRO  DEVICES  440  243 

470 

One  AMD  Place,  Sunnyvale.  CA  94088/408-732-2400 

349 

582 

ADVANTA                          826  464 

384 

65! 

300  Welsh  Rd,  Horsham,  PA  19044/215-657-4000 
AES                               798  556 

562 

496 

1001  North  19th  St  Arlington,  VA  22209/703-522- 13 1 5 

71 

145 

AETNA  LIFE  &  CASUALTY        85  158 

29 

151  Farmington  Ave,  Hartford.  CT  06156/203-273-0123 

763 

298 

AFLAC                            166  214 

86 

1932  Wynnlon  Rd,  Columbus.  GA  31999/706-323-3431 

|  685 

794 

AGCO                               476  487 

4830  River  Green  Pkwy,  Duluth,  GA  30136/770-813-9200 

572 

466 

AHMANSON  (H.F.)              270  170 

4900  RivergMde  Rd,  Irwindale,  CA  91706/818-960-6311 

44 

57 

196 

AIR  PRODUCTS  &  CHEMICALS  291  202 

7201  Hamilton  Blvd,  Allentown,  PA  18195/610  481-4911 

316 

201 

872 

AIRGAS                            759  831 

100  Matsontord  Rd,  Radnor,  PA  19087/610-687-5253 

840 

437 

77 

AIRTOUCH  COMMUNS.         563  476 

One  California  St.  San  Francisco,  CA  9411 1/415-658-2000 

329 

673 

996 

AK  STEEL  HOLDING             460  273 

703  Curtis  St,  Middletown,  OH  45043/513-425-5000 

579 

120 

COMPANY 


SALES 


PROFITS  ASSETS 


MKT 
RANK 


COMPANY 


OTHER  RANKINGS 
SALES      PROFITS  ASSE 


ALBEMARLE  645      669  730 

451  Florida  St.  Baton  Rouge,  LA  70801/504-388-8011 
ALBERTO-CULVER  611      764  818 

2525  Armitage  Ave,  Melrose  Park,  IL  60160/708-450-3000 
ALBERTSON'S  93      165  411 

250  East  Parkcenter  Blvd,  Boise,  ID  83726/208-385-6200 
ALCO STANDARD  111      310  352 

825  Duportail  Rd.  Wayne,  PA  19087/610-296-8000 
ALEXANDER  &  BALDWIN       689      849  633 
822  Bishop  St,  Honolulu,  HI  96801/808-525-661 1 
ALLEGHANY  530      641  405 

375  Park  Ave,  New  York,  NY  10152/212-752-1356 
ALLEGHENY  LUOLUM  584      530  751 

1000  Six  PPG  Place,  Pittsburgh,  PA  15222/412-394-2800 
ALLEGHENY  POWER  SYSTEM  419      284  302 
12  East  49th  St,  New  York,  NY  10017/212-752-2121 
ALLERGAN  676      697  714 

2525  Dupont  Dr,  Irvine,  CA  92715/714-752-4500 
ALLIEDSIGNAL  67        79  186 

101  Columbia  Rd,  Morristown.  NJ  07962/201-455-2000 
ALLMERICA  FINANCIAL  NR      511  126 

440  Lincoln  St,  Worcester,  MA  01653/508-855- 1000 
ALLMERICA  PROPERTY        486      451  324 
440  Lincoln  St.  Worcester,  MA  01653/508-855-1000 

ALLSTATE  27        24  33 

2775  Sanders  Rd.  Northbrook,  IL  60062/847-402-5000 
ALLTEL  364      207  358 

One  Allied  Dr,  Little  Rock,  AR  72202/501-661-8000 
ALTERA  893      634  855 

2610  Orchard  Pkwy,  San  Jose,  CA  95134/408-894-7000 
ALUMAX  387      306  464 

5655  Peachtree  Pkwy.  Norcross,  GA  30092/770-246-6600 
ALUMINUM  CO.  OF  AMERICA  92       88  171 
425  Sixth  Ave,  Pittsburgh,  PA  15219/412-553-4545 


444 
657 
951 
265 
336 
997 
151 
157 
46 
643 
166 
570 
36 
15 
983 
625 
969 


79 


34 


ALZA  915  698 

950  Page  Mill  Rd,  Palo  Alto,  CA  94303/415-494-5000 

AMBAC  933  406 

One  State  St  Plaza,  New  York,  NY  10004/212-668-0340 

AMDAHL  581      862  64' 

1250  East  Arques  Ave,  Sunnyvale,  CA  94088/408-746-6000 
AMERADA  HESS  156      985  25: 

1 185  Ave  of  the  Americas.  New  York,  NY  10036/212-997-8500 
AMERICA  ONLINE  791      919  851 

8619  Westwood  Center  Dr,  Vienna,  VA  22182/703-448-8700 

AMERICA  WEST  AIRLINES     573  762 

4000  East  Sky  Harbor  Blvd,  Phoenix,  AZ  85034/602-693-1 

AMERICAN  BRANDS  101  138 

1700  East  Putnam  Ave,  Old  Greenwich,  CT  06870/203-698-5000 
AMERICAN  ELECTRIC  POWER  216      128  141 
One  Riverside  Plaza,  Columbus,  OH  43215/614-223-1000 
AMERICAN  EXPRESS  56       38  2 

World  Financial  Center,  New  York,  NY  10285/212-640-2000 
AMERICAN  FINANCIAL         313  365 
One  East  Fourth  St.  Cincinnati,  OH  45202/513-579-6600 
AMERICAN  GENERAL  188  137 

2929  Allen  Pkwy,  Houston,  TX  77019/713-522-1111 

AMERICAN  GREETINGS        498  536 

One  American  Rd,  Cleveland,  OH  44144/216-252-7300 

AMERICAN  HOME  PRODUCTS  81  35 

Five  Giralda  Farms.  Madison,  NJ  07940/201-660-5000 
AMERICAN  INTL.  GROUP        24  17 
70  Pine  St,  New  York,  NY  10270/212-770-7000 
AMERICAN  MANAGEMENT    820  859 

4050  Legato  Rd,  Fairfax,  VA  22033/703-267-8000 
AMERICAN  NATIONAL  592  349 

One  Moody  Plaza.  Galveston.  TX  77550/409-763-4661 

AMERICAN  POWER  861  708 

132  Fairgrounds  Rd,  West  Kingston,  Rl  02892/401-789-5735 


661 


251 


16 


59: 


10' 


I' 


95E 


29C 


94C 
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Death.  Taxes.  Power  Problems. 

lanage  two  of  these  inevitable  facts  of  life  with  one  easy  investment. 
Buy  an  APC  UPS*  before  March  30th  and  get  TurboTax  FREE  '. 


§J      America's  O  B.«t-S.lling  Tax  Software 

TurboTax 


■         {  IP 


Pro 


If  you're  using  a  computer,  few 
things  are  more  certain  than  power 
problems.  If  you  haven't  lost  a  few 
hours  of  work  due  to  a  sudden 
blackout,  crashed  a  hard  drive  in  a 
brownout,  or  had  a  surge  toast  your 
idem,  you  will.  It's  almost  a  statistical  certainty. 

you're  breathing,  few  things  are  more  certain 
in  taxes.  Each  April  the  ultimate  deadline  looms, 
i  trying  to  explain  to  your 
:ndly  IRS  agent  that  a 
wer  sag  ate  your  tax 
urn  could  produce  some 
itardly  dividends. 


The  Easiest  Way 
to  Do  Your  Taxes 


Sized  for  a  typical  48 ft/Pentium  system,  a  400 
Volt-Amp  unit  provides  instant  battery  back- 
up to  protect  against  data  loss  01  hard  drive 
damage  for  approximately  1 >  minutes. 
For  longer  runtime  opt  for  a  600VA  model. 
Either  way  you  can  't  make  a  had  choice  with 
the  company  that  protects  more  PCs  than  all 
other  brands  combined:  APC. 


FOR 

WINDOWS  95  & 
WINDOWS  3.1 


$25,000  lifetime  protection  policy 
protected  equipment. 


on  your 


"Don't  take  chances.  Get  the 
ultimate  protection.. .from  apc 
PC  World 


"...Should  be  standard 
equipment  on  every  desktop... 
effective,  affordable,  designed 
to  last."  PC  Computing 


)w     you     can  provide 
!  world's  best  protection 
linst  the  inevitable  blackout, 
awnout,  or  power  surge 
th     an  award-winning 
linterruptible  Power  Supply 
PS)  from  APC.  With  more  awards  than  all  other 
tnds  combined,  APC  provides  the  most  reliable 
xection  you  can  buy.  Units  such  as  our  exciting 
w  Back-UPS  PRO  provide  complete  protection 
ainst  any  problem  your  computer  is  likely  to 
:e — including  surges  on  your  modem  line — and 
;  backed  by  a  2-year  warranty  and  up  to  a 

[icipating  locations 

commA  OfficeMax 


Best  of  all,  from  now  until  March  30,  you  can 
get  a  FREE  copy  of  Intuits  award-winning 
TurboTax  when  you  purchase  an  APC  UPS 
400  Volt-Amps  or  higher. 

TurboTax  won  every  major  award  given  to  tax 
preparation  software  in  1995.  TurboTax 
reviews  your  return  thoroughly 
double-checks  for  errors,  points 
out  missed  deductions,  and 
alerts  you  to  possible  audit 
flags.  Print  your  IRS  approved 
forms  right  from  your  printer, 
sign,  drop  in  the  mail,  and 
you're  done. 


flfjfim  This  tax  season  APC  and  Intuit 

give  you  unmatched  piece  of 
mind,  whether  you're  more 
concerned  about  Mother  Nature  or  Uncle  Sam. 
No  wonder  leading  vendors  and  discriminating 
users  demand  ProtectME!  with  APC. 

Ask  for  APC  today  and  take  the  anxiety  out  of  two 
of  life's  inescapable  certainties.  As  for  the  third 
inevitable.. .we're  still  working  on  a  solution. 


Office 

DEPOT.  lac. 


STAPLES 


^  Price 
Costco 


ITIIOOCEfKiR 


FREE* 

TurboTax 

When  you  purchase  an  APC 
UPS  product  of  400  Volt-Amps  or 
above  from  one  of  the  participating  locations 
listed  below  between  January  I  5  and  March 
30,  1996,  we'll  send  you  a  FREE  copy  of 
TurboTax*,  a  $39.™  value. 

Just  fill  out  the  information  below  and  mail  along  with 
your  original  receipt  (original  coupons  only).  Include  a 
check  or  money  order  for  $6.95  (shipping  and  handling), 
payable  to  "Intuit". 

Mail  to:        TurboTax.  Dept.  S00449 
26S0  East  Elvira  Road 
Suite  100 

Tucson, AZ  8S706-7I80 

Name   

Address   


City   

Country   

E-Mail   

This  is  my  first  i 


State 
Phone 
Fax  _ 
J  Yes 


Zip 


itact  with  APC 
I  am  an  End-User:  □  Home  J  Small 
How  many  computers  at  your  location' 
Where  did  you  purchase  this  APC  produ 


J  No 

□  Corporate 


Please  check  one     J  DOS      J  Windows       J  Mac 


II  dnrr^  ©1996  APC  APC  01 


Visit  our  PowerPage™  at 
http://www.apcc.com 

Dept,  Code:  R  3 


AMERICAN  POWER  CONVERSION 

1-800-800-4APC 

NASDAQ:APCC 
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AMERICAN  RE  522      969  265 

555  College  Rd  East,  Princeton.  NJ  08543/609-243-4200 
AMERICAN  STORES  44      229  283 

709  East  South  Temple,  Salt  Lake  City,  UT  84102/801-539-0112 
AMERICAN  WATER  WORKS    754      615  443 
1025  Laurel  Oak  Rd,  Voothees,  NJ  08043/609-346-8200 
AMERICAN  STANDARD         234  452 
One  Centennial  Ave,  Piscataway,  NJ  08855/908-980-6000 

AMERITECH  78  22 

30  South  Wacker  Or.  Chicago,  IL  60606/800-257-0902 

AMGEN  499      140  529 


430 


102 


3  Dehavilland  Dr,  Thousand  Oaks,  CA  91320/805-447-1000 


AMOCO  20  27 

200  East  Randolph  Dr.  Chicago,  IL  60601/312-856-6111 
AMP  233  178 

470  Friendship  Rd,  Harrisburg,  PA  17105/717-564-0100 

AMPHENOL  762  736 

358  Hall  Ave,  Wallingford,  CT  06492/203-265-8900 
AMR  47  359 

4333  Amon  Carter  Blvd.  Fort  Worth, TX  76155/817-963-1234 
AMSOUTH  BANCORP.  614  489 

1900  Fifth  Ave  North,  Birmingham,  AL  35203/205-326-5120 
ANADARKO  PETROLEUM       887  883 
1/001  Northchase  Dr,  Houston,  TX  77060/713-875-1101 
ANALOG  DEVICES  693  468 

One  Technology  Way,  Norwood,  MA  02062/617-329-4700 
ANDREW  811  699 

10500  West  153rd  St,  Orland  Park,  IL  60462/708-349-3300 
ANHEUSER-BUSCH  110  77 

One  Busch  Place,  St.  Louis,  MO  631 18/314-577-2000 
ANIXTER  INTERNATIONAL     469  830 
Two  North  Riverside  Plaza.  Chicago,  IL  60606/312-902-1515 


74 


AON 

123  North  Wacker  Dr,  Chica 
APACHE 


332  239 

'.IL  60606/312-701-3000 
774  886 


386 
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2000  Post  Oak  Blvd.  Houston,  TX  77056/713-296-6000 
APPLE  COMPUTER  100      409  297 

One  Infinite  Loop.  Cupertino.  CA  95014/408-996-1010 
APPLIED  MATERIALS  320      133  457 

380  Fairview  Way,  Mrlpitas.  CA  95035/408-727-5555 
APRIA  HEALTHCARE  GROUP    NR       NR  787 
3560  Hyland  Ave.  Costa  Mesa.  CA  92626/714-427-2000 
ARCHER  DANIELS  MIDLAND    86       85  213 
4666  Fanes  Pkwy.  Decatur,  IL  62526/217-424-5200 

ARCO  CHEMICAL  274      149  403 

3801  West  Chester  Pike  Newtown  Square.  PA  19073/610-359-2000 

ARMSTRONG  WORLD  483      900  537 

313  West  Liberty  St,  Lancaster.  PA  17603/717-397-0611 
ARROW  ELECTRONICS  204      350  494 

25  Hub  Dr,  Melville,  NY  11747/516-391-1300 
ARROW  INTERNATIONAL       940      840  966 

3000  Bernville  Rd,  Reading,  PA  19605/610-378-0131 
ASARCO  355      402  396 

180  Maiden  Lane,  New  York,  NY  100ffl/2i2-S10-2000 
ASCEND  COMMUNICATIONS  964      852  950 

1275  Harbor  Bay  Pkwy,  Alameda,  CA  94502,"'  !n- 769-6001 
ASHLAND  99      682  287 

1000  Ashland  Dr,  Russell.  KY  41 169/606-329-3333 

ASPECT  TELECOMMUNS.      948      374  984 

1730  Fox  Dr,  San  Jose,  CA  95131/408-325-2200 

AT&T  5      460  27 

32  Ave  ol  the  Americas.  New  York,  NY  10013/212-387-5400 

AT&T  CAPITAL  567      495  235 

44  Whippany  Rd,  Morristown.  NJ  07962/201-397-3000 
ATLANTA  GAS  LIGHT  678      752  652 

1219  Caroline  St,  Atlanta,  GA  30307/404-584-4000 

ATLANTIC  ENERGY  713      592  503 

6801  Black  Horse  Pike,  Egg  Harbor  Township.  NJ  08234/609-645-4500 

ATLANTIC  RICHFIELD  57       44  90 

515  South  Flower  St,  Los  Angeles.  CA  90071/213-486-351 1 

ATMEL  819      533  798 

2125  O'Nel  Dr,  San  Jose.  CA  95131/408-441-0311 
AUTODESK  856      628  910 

111  Mclnnis  Pkwy,  San  Rafael,  CA  94903/415-507-5000 


108  AUTOMATIC  DATA  357      179  420 

One  ADP  Blvd.  Roseland,  NJ  07068/201-994-5000 
332  AUTOZONE  510      445  737 

123  South  Front  St,  Memphis,  TN  38103/901-495-6500 
429  AVERY  DENNISON  363     450  605 

150  North  Orange  Grove  Blvd,  Pasadena,  CA  91 103/818-304-2000 

547  AVNET  258     398  527 
80  Cutter  Mill  Rd,  Great  Neck,  NY  1 1021/516-466-7000 

239  AVON  PRODUCTS  269     254  592 

Nine  West  57th  St.  New  York.  NY  10019/212-546-6015 

548  AVX  659      513  826 

801 17th  Ave  South,  Myrtle  Beach,  SC  29577/803-448-9411 


B 


335  BAKER  HUGHES  41 1  492 

3900  Essex  Lane,  Houston,  TX  77027/713-439-8600 
311  BALTIMORE  G&E  384  220 

39  West  Lexington  St,  Baltimore.  MD  21201/410-234-5000 

79  BANC  ONE  150  49 

100  East  Broad  St,  Columbus.  OH  43215/614-248-5944 

736  BANCORP  HAWAII  691  510 

130  Merchant  St,  Honolulu,  HI  96813/808-847-8888 
828  BANDAG  775  591 

2905  North  Hwy  61.  Muscatine.  IA  52761/319-262-1400 

237  BANK  OF  BOSTON  253  139 

100  Federal  St.  Boston.  MA  02110/617-434-2200 
118  BANK  OF  NEW  YORK  247  75 

48  Wall  St,  New  York.  NY  10286/2 12-495- 1 784 
41    BANKAMERICA  36  14 

555  California  St,  San  Francisco.  CA  94137/415-622-3456 
874  BANKERS  LIFE  HOLDING       577  491 


460 
252 
26 
185 
895 
49 
42 
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222  Merchandise  Mart  Plaza.  Chicago,  IL  60654/312-396-6000 
254  BANKERS  TRUST  N.Y.  155      336  22 

280  Park  Ave.  New  York,  NY  10017/212-250-2500 

734  BANPONCE  644     444  152 

209  Munoz  Rivera  Ave.  Hato  Rey.  PR  00918/809-765-9800 
568  BARD  ICR.)  665      635  757 

730  Central  Ave.  Murray  Hill.  NJ  07974/908-277-8000 
987  BARNES  &  NOBLE  517      865  705 

122  Fifth  Ave.  New  York,  NY  1001 1/212-633-3300 
222  BARNETTBANKS  316      141  55 

50  North  Laura  St,  Jacksonville,  FL  32202/904-791-7500 
535  BAUSCH  &  LOMB  501      544  522 

Bausch  S  Lomb  Place,  Rochester,  NY  14604/716-338-6000 
96   BAXTER  INTERNATIONAL      245      201  220 

One  Baxter  Pkwy,  Deerfield.  IL  60015/847-948-2000 
167  BAYNETWORKS  534      331  692 

4401  Great  America  Pkwy,  Santa  Clara.  CA  95054/408-988-2400 

566  BAYBANKS  704      481  201 

175  Federal  St,  Boston,  MA  02110/617-482-1040 
428  BEAR  STEARNS  272      200  28 

245  Park  Ave.  New  York.  NY  10167/212-272-2000 
937  BECKMAN  INSTRUMENTS     721      789  801 

2500  Harbor  Blvd.  Fullerton,  CA  92634/714-871-4848 
248  BECTON,  DICKINSON  405      276  473 

One  Becton  Dr.  Franklin  Lakes.  NJ  07417/201-847-6800 
720  BED  BATH  &  BEYOND  850      838  969 

715  Moms  Ave,  Springfield.  NJ  07081/201-379-1520 

37   BELL  ATLANTIC  77        28  89 

1717  Arch  St,  Philadelphia,  PA  19103/215-963-6000 

22  BELLSOUTH  43        39  69 

1 155  Peachtree  SI  NE,  Atlanta.  GA  30309/404-249-2000 
764  BELO (AH)  777      719  740 

400  South  Record  St,  Dallas,  TX  75202/214-977-6600 
678  BEMIS  578      642  766 

222  South  Ninth  St,  Minneapolis.  MN  55402/612-376-3000 

443  BENEFICIAL  453      434  157 

301  North  Walnut  St,  Wilmington,  OE  19801/302-425-2500 

977  BERGEN  BRUNSWIG  137      722  530 

4000  Metropolitan  Dr.  Orange,  CA  92668/714-385-4000 
19  BERKSHIRE  HATHAWAY        275      131  73 

1440  Kiewit  Plaza,  Omaha,  NE  68131/402-346-1400 
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BETHLEHEM  STEEL  254  385 

1 170  Eighth  Ave,  Bethlehem,  PA  18016/610-694-2424 
BETZ  LABORATORIES  772  711 

4636  Somerton  Rd,  Trevose,  PA  19053/215-355-3300 
BEVERLY  ENTERPRISES        349  935 

5111  Rogers  Ave.  Fort  Smith,  AR  72919/501-452-6712 

BHC  COMMUNICATIONS       882  836 

767  Fifth  Ave,  New  York.  NY  10153/212-421-0200 
BIOGEN  969  916 

14  Cambridge  Center,  Cambridge,  MA  02142/617-679-2000 
BIOMET  864  636 

Airport  Industrial  Park,  Warsaw,  IN  46580/219-267-6639 

BLACK  &  DECKER  260  334 

701  East  Joppa  Rd,  Towson,  MD  21286/410-716-3900 
BLOCK  (H&R)  576  600 

4400  Main  St,  Kansas  City,  MO  641 1 1/816-753-6900 
BLYTH  INDUSTRIES  923  885 

Two  Greenwich  Plaza,  Greenwich,  CT  06830/203-661-1926 
BMC  SOFTWARE  897  702 

2101  City  West  Blvd,  Houston,  TX  77042/713-918-8800 
BOATMEN'S  BANCSHARES  401  181 
800  Market  St,  St.  Louis,  MO  63102/314-466-6000 

BOEING  35  190 

9725  East  Marginal  Way  South,  Seattle.  WA  98108/206-655-212 
BOISE  CASCADE  241      210  3 

1 1 1 1  West  Jefferson  St,  Boise,  ID  83702/208-384-6 1 6 1 
BOISE  CASCADE  OFFICE  PRODS.  628      817  8 

800  West  Bryn  Mawr  Ave,  Itasca,  IL  60143/708-773-5000 

BOSTON  CHICKEN  959     843  7i 

14103  Denver  West  Pkwy,  Golden,  CO  80401/303-278-9500 
BOSTON  EDISON  554      542  4: 

800  Boylston  St.  Boston.  MA  02199/617-424-2000 
BOSTON  SCIENTIFIC  757     798  71 

One  Boston  Scientific  Place,  Natick,  MA  01 760/508-650-8000 
BOWATER  491      280  4 

55  East  Camperdown  Way,  Greenville.  SC  29601/803-271-7733 
BRIGGS  &  STRATTON  638      656  8i 

12301  West  Wirth  St.  Wauwatosa,  Wl  53222/414-259-5333 

BRINKER  INTERNATIONAL     667      825  8 

6820  LBJ  Freeway,  Dallas,  TX  75240/214-980-9917 

BRISTOL-MYERS  SQUIBB       73       30  II 

345  Park  Ave.  New  York,  NY  10154/212-546-4000 
BRODERBUND  SOFTWARE     951      822  9: 

500  Redwood  Blvd.  Novato.  CA  94948/415-382-4400 
BROOKLYN  UNION  GAS         643      605  5! 

One  MetroTech  Center,  Brooklyn.  NY  11201/718-403-2000 
BROWN-FORMAN  579     425  71 

850  Dixie  Hwy,  Louisville,  KY  40201/502-585-1 100 

BROWNING-FERRIS  205  197 

757  North  Eldridge,  Houston.  TX  77079/713-870-8100 
BRUNSWICK  373  471 

One  North  Field  Court,  Lake  Forest,  IL  60045/847-735-4700 
BURLINGTON  NORTH.  SANTA  FE 197  356 
777  Mam  St.  Fort  Worth,  TX  76102/817-333-2000 
BURLINGTON  RESOURCES     732  981 
5051  Westheimer,  Houston,  TX  77056/713-624-9000 


9i 
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522  C-CUBE  MICROSYSTEMS      972  872 

1 778  McCarthy  Blvd.  Milpitas.  CA  95035/408-944-6300 

939  C-TEC  919  877 

105  Carnegie  Center,  Princeton,  NJ  08540/609-734-3700 

240  CABLETRON  SYSTEMS         696  351 

35  Industrial  Way.  Rochester.  NH  03867/603-332-9400 
751  CABLEVISION  SYSTEMS       675  983 

One  Media  Crossways.  Woodbury.  NY  11797/516-364-8450 

526  CABOT  518  379 

75  State  St.  Boston.  MA  02109/61 7-345-0100 

557  CADENCE  DESIGN  SYSTEMS  852  590 

2655  Seely  Rd,  San  Jose,  CA  95134/408-943-1234 
663  CALIBER  SYSTEM  436  611 

1077  Gorge  Blvd.  Akron.  OH  44310/216-384-8184 
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)UR  NEXT  SALES  OFFICE  SHOULD 
E  AS  REWARDING  AS  YOUR  FIRST. 


ur  lemonade  stand  was  your  very  first  taste 
repreneurial  success.  You've  been  thirsting 


're  ever  since. 


Cushman  &  Wakefield,  we  understand  that 
it  space  can  inspire  the  human  spirit.  That's 
s  our  mission  to  create  real  estate  solutions 
:isfy  your  individual  needs  and  increase 
•roductivity. 

)m  our  experience,  knowledge  and  research 
lities  to  our  creative  problem-solving,  our 

Hi 


people  are  unmatched  in  the  real  estate  industry. 

In  fact,  nobody  represents  more  emerging 
market  leaders  and  businesses  of  all  sizes  — 
here  and  around  the  world. 

After  all,  vour  business  has  expanded  a  bit.  To  learn 
more  about  our  real  estate  services,  call  1-800-346-6789. 


Improving  your  place 
in  the  world. 


'Jilifi    Cushman  &  Wakefield  Worldwide  ' 
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887  CALIFORNIA  ENERGY  896     734  510 

302  South  36th  St,  Omaha.  NE  68131/402-341-4500 
660  CALLAWAY  GOLF  849     585  962 

2285  Rutherford  Rd.  Carlsbad.  CA  92008/619-931-1771 

76  CAMPBELL  SOUP  154       98  296 

Campbell  Place,  Camden,  NJ  08103/609-342-4800 
639  CAPITAL  ONE  FINANCIAL      695     497  372 

2980  Fairview  Park  Dr,  Falls  Church,  VA  22042/703-205-1000 
413  CARDINAL  HEALTH  148     621  585 

5555  Glendon  Court,  Dublin,  OH  43016/614-761-8700 
607  CAREMARK  INTERNATIONAL  447     887  723 

2215  Sanders  Rd,  Northbrook.  IL  60062/847-559-4700 

156  CARNIVAL  492      169  406 

3655  NW87th  Ave,  Miami,  FL  33178/305-599-2600 
231  CAROLINA  POWER  &  LIGHT  379      199  254 

411  Fayetteville  St.  Raleigh.  NC  27601/919-546-6111 

431  CASCADE  COMMUNS.         968     870  992 

Five  Carlisle  Rd,  Westtord,  MA  01886/508-692-2600 
331  CASE  249     215  338 

700  State  St,  Racine,  Wl  53404/414-636-601 1 

93  CATERPILLAR  53       57  137 

100  NE  Adams  St,  Peoria,  IL  61629/309-675-1000 

814  CBI  INDUSTRIES  506     771  577 
800  Jane  Blvd.  Oak  Brook,  IL  60521/708-572-7000 

815  CENTERIOR  ENERGY  429     258  211 

6200  OakTree  Blvd. Independence,  OH  44131/216-447-3100 

653  CENTOCOR  984     961  968 

200  Great  Valley  Pkwy,  Malvern,  PA  19355/610-651-6000 

241  CENTRAL  &  SOUTH  WEST     304      180  169 

1616  Woodall  Rodgers  Freeway,  Dallas.  TX  75202/214-777-1000 
757  CENTRAL  FIDELITY  BANKS    755     670  208 

102 1  East  Cany  St,  Richmond,  VA  23261/804-782-4000 
971  CENTRAL  NEWSPAPERS       839     767  906 

135  North  Pennsylvania  St,  Indianapolis,  IN  46204/317-231-9200 
581  CENTURY  TELEPHONE         813     531  623 

100  Century  Park  Dr,  Monroe,  LA  71203/318-388-9000 

424  CERIDIAN  624      588  748 
8100  34th  Ave  South.  Bloommgton,  MN  55425/612-853-8100 

330  CHAMPION  INTERNATIONAL  173       92  234 

One  Champion  Plaza,  Stamford,  CT  06921/203-358-7000 
705  CHARTER  ONE  FINANCIAL     683      850  172 

1215  Superior  Ave,  Cleveland,  OH  44114/216-589-8320 

91   CHASE  MANHATTAN  109       54  17 

One  Chase  Manhattan  Plaza,  New  York,  NY  10081/212-552-2222 

58  CHEMICAL  BANKING  63       31  10 

270  Park  Ave,  New  York,  NY  10017/212-270-6000 
24  CHEVRON  12       73  64 

575  Market  St.  San  Francisco.  CA  94105/415-894-7700 
281   CHIRON  690      989  686 

4560  Horton  St,  Emeryville,  CA  54608/510-655-8730 
829  CHRIS-CRAFT  INDUSTRIES    872      878  559 

76/ Fifth  Ave,  New  York,  NY  10153/212-421-0200 

48  CHRYSLER  9       21  41 

800  Chrysler  Dr  East,  Auburn  Hills,  Ml  48326/3 13-956-5741 

147  CHUBB  201      113  98 

15  Mountain  View  Rd,  Warren,  NJ  07059/908-903-2000 

142  CIGNA  37     342  23 

1601  Chestnut  St,  Philadelphia.  PA  19192/215-761-1000 

542  CINCINNATI  BELL  623      949  671 

201  East  Fourth  St.  Cincinnati.  OH  45202/513-397-9900 

351  CINCINNATI  FINANCIAL       547     319  311 

6200  South  Gilrnore  Rd,  Fairfield.  OH  45014/513-870-2000 
963  CINCINNATI  MILACRON        550      560  758 

4701  Marburg  Ave.  Cincinnati,  OH  45209/513-841-8100 
273  CINERGY  376      196  257 

139  East  fourth  St,  Cincinnati,  OH  45202/513-381-2000 

516  CINTAS  801      710  872 

6800  Cintas  Blvd,  Mason,  OH  45040/513  459-1200 

765  CIPSCO  744      683  631 

60/  East  Adams  St,  Springfield.  IL  62739/21 7-523-3600 

425  CIRCUIT  CITY  STORES  184      380  463 

9950  Mayland  Dr,  Richmond,  VA  23233/804-527-4000 

374  CIRCUS  CiRCUS  632     488  566 

2880  Las  Vegas  Blvd  South,  Las  Vegas,  NV  89109/702-734-0410 
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CIRRUS  LOGIC  655     701  800 

3100  West  Warren  Ave,  Fremont,  CA  94538/510-623-8300 

CISCO  SYSTEMS  417      118  534 

1 70  West  Tasman  Dr,  San  Jose,  CA  95134/408-526-4000 

CITICORP  19         8  2 

153  East  53rd  St,  New  York,  NY  10043/800-285-3000 

CITIZENS  UTILITIES  682     426  423 

High  Ridge  Park,  Stamford,  CT  06905/203-329-8800 

CLAYTON  HOMES  745     596  828 

623  Market  St,  Knoxville,  TN  37902/423-970-7200 

CLEAR  CHANNEL  926     851  907 

200  Concord  Plaza.  San  Antonio,  TX  782 16/2 10-822-2828 
CLOROX  485     344  624 

1221  Broadway,  Oakland,  CA  94612/510-271-7000 
CMS  ENERGY  292     314  263 

330  Town  Center  Dr,  Dearborn,  Ml  48126/313-436-9200 

CNA  FINANCIAL  65       95  38 

333  South  Wabash  Ave.  Chicago,  IL  60685/312-822-5000 

COASTAL  106      271  212 

Nine  Greenway  Plaza.  Houston,  TX  77046/713-877-1400 

COCA-COLA  42       11  150 

One  Coca-Cola  Plaza  NW,  Atlanta,  GA  30313/404-676-2121 

COCA-COLA  ENTERPRISES    181      650  243 

2500  Windy  Ridge  Pkwy,  Atlanta,  GA  30339/770-989-3000 
COLEMAN  719     826  821 

1526  Cole  Blvd,  Golden,  CO  80401/303-202-2400 
COLGATE-PALMOLIVE  143     397  269 

300  Park  Ave,  New  York,  NY  10022/212-310-2000 

COLTEC  INDUSTRIES  610     700  804 

430  Park  Ave,  New  York,  NY  10022/212-940-0400 
COLUMBIA  GAS  SYSTEM      420     987  315 
20  Montchanin  Rd.  Wilmington,  DE  19807/302-429-5000 
COLUMBIA/HCA  HEALTHCARE  45       62  124 

One  Park  Plaza,  Nashville,  TN  37203/615-327-9551 
COMCAST  342     953  231 

1 500  Market  St,  Philadelphia,  PA  19102/2 1 5-665  1 700 
COMDISCO  462     558  361 

6111  North  River  Rd.  Rosemont,  IL  60018/847-698-3000 
COMERICA  390      182  62 

500  Woodward  Ave,  Detroit,  Ml  48226/313-222-4000 
COMMERCE  BANCSHARES    778     553  232 
1000  Walnut,  Kansas  City,  MO  64106/816-234-2000 
COMPAQ  COMPUTER  64       90  270 

20555  State  Hwy  249.  Houston,  TX  77070/7 13-370-0670 
COMPASS BANCSHARES      767      552  221 
15  South  20th  St.  Birmingham,  AL  35233/205-933-3000 
COMPUTER  ASSOCIATES      356     972  364 
One  Computer  Associates  Plaza,  Islandia,  NY  1 1788/516-342-5224 

COMPUTER  SCIENCES         281      473  515 

2100  East  Grand  Ave,  El  Segundo,  CA  90245/310-615-0311 

COMPUWARE  838     819  914 

31440  Northwestern  Hwy,  Farmington  Hills,  Ml  48334/810-737-7300 

COMSAT  743      834  546 

6560  Rock  Springs  Dr.  Bethesda,  MD  20817/301-214-3000 

CONAGRA  22      142  178 

One  ConAgra  Dr,  Omaha,  NE  68102/402-595-4000 

CONCORD  EFS  971      893  991 

2525  Horizon  Lake  Dr,  Memphis,  TN  38133/901-371-8000 
CONRAIL  309      275  248 

2001  Market  St,  Philadelphia,  PA  19101/215-209-2000 
CONSECO  394      327  129 

1 1825  North  Pennsylvania  St,  Carmel,  IN  46032/317-817-6100 
CONSOLIDATED  EDISON        186      108  165 
Four  Irving  Place.  New  York,  NY  10003/212-460-4600 

CONS.  FREIGHTWAYS  229  757 

3240  Hillview  Ave,  Palo  Alto,  CA  94304/415-494-2900 

CONS.  NATURAL  GAS  344  881 

625  Liberty  Ave,  Pittsburgh,  PA  15222/412-227-1000 
CONSOLIDATED  PAPERS       566  317 
231  First  Ave  North,  Wisconsin  Rapids,  Wl  54495/715-422-3111 
CONSOLIDATED  STORES       582      728  846 

300  Phillipi  Rd,  Columbus,  OH  43228/614-278-6800 

CONTIFINANCIAL  NR       NR  823 

277  Park  Ave,  New  York,  NY  10172/212-207-2800 
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CONTINENTAL  AIRLINES       209  323 

2929  Allen  Pkwy,  Houston,  TX  77019/713-834-5000 

COOPER  INDUSTRIES  252  261 

1000  Fannin  St.  Houston,  TX  77002/713-739-5400 
COOPER  TIRE  &  RUBBER      585  537 
701  Lima  Ave,  Findlay,  OH  45840/419-423-1321 
CORESTATES  FINANCIAL      398  167 

1500  Market  St,  Philadelphia,  PA  19102/215-973-3100 
CORNING  225  958 

One  Riverfront  Plaza,  Corning,  NY  14831/607-974-9000 
CORPORATE  EXPRESS         706  897 

325  Interlocked  Pkwy,  Broomfield,  CO  80021/303-373-2800 

CORRECTIONS  CORP.  946  899 

102  Woodmont  Blvd,  Nashville,  TN  37205/615-292-3100 

COUNTRYWIDE  CREDIT        603  423 

155  North  Lake  Ave,  Pasadena,  CA  91101/818-304-8400 

COX  COMMUNICATIONS       635  566 

1400  Lake  Hearn  Dr  NE.  Atlanta,  GA  30319/404-843-5000 

CPC  INTERNATIONAL  140  146 

700  Sylvan  Ave.  Englewood  Cliffs,  NJ  07632/201-894-4000 

CRACKER  BARREL  740  715 

305  Hartmann  Dr,  Lebanon,  TN  37087/615-444-5533 

CRANE  524  678 

100  First  Stamford  Place,  Stamford,  CT  06902/203-363-7300 


CRESTAR  FINANCIAL  613  384 

919  East  Main  St,  Richmond,  VA  23219/804-782-5000 
CROWN  CORK  &  SEAL  244     687  2 

9300  Ashton  Rd,  Philadelphia,  PA  19136/215-698-5100 

CSX  105      123  1 

901  East  Cary  St,  Richmond.  VA  23219/804-782-1400 
CUC  INTERNATIONAL  639     440  7 

707  Summer  St,  Stamford,  CT  06901/203-324-9261 
CUMMINS  ENGINE  231      324  4 

500  Jackson  St,  Columbus.  IN  47201/812-377-5000 
CYPRESS  SEMICONDUCTOR  831      571  8 
3901  North  First  St,  San  Jose,  CA  95134/408-943-2600 
CYPRUS  AMAX  MINERALS    353      502  3 
9100  East  Mineral  Circle,  Englewood,  CO  801 12/303-643-5000 

CYTEC  INDUSTRIES  641      256  7 

Five  Garret  Mountain  Plaza,  West  Paterson,  NJ  07424/201-357-3 


394  DANA  152  252 

4500  Dorr  St,  Toledo,  OH  43615/419-535-4500 

579  OANAHER  586  559 

1250  24th  St  NW,  Washington.  DC  20037/202-828-0850 
585  DARDEN  RESTAURANTS       352  904 

5900  Lake  Ellenor  Dr,  Orlando,  FL  32809/407-245-4000 

990  DAVIDSON  &  ASSOCIATES     965  901 

19840  Pioneer  Ave,  Torrance,  CA  90503/310-793-0600 
242  DAYTON  HUDSON  28  204 

777  Nicollet  Mall,  Minneapolis,  MN  55402/612-370-6948 

932  DEAN  FOODS  414  695 

3600  North  River  Rd,  franklin  Park.  IL  60131/847-678-1680 
137  DEAN  WITTER,  DISCOVER     214  80 

Two  World  Trade  Center,  New  York.  NY  10048/212-392-2222 

117  DEERE  104  103 

John  Deere  Rd,  Mohne,  IL  61265/309-765-8000 
383  DELL  COMPUTER  228  268 

2214  West  Braker  Lane.  Austin,  TX  78758/512-338-4400 
768  OELMARVA  POWER  &  LIGHT  698  525 

800  King  St.  Wilmington.  DE  19899/302-454-0300 

322  DELTA  AIR  LINES  94  148 

1050  Delta  Blvd,  Atlanta,  GA  30320/404-715-2600 
460  DELUXE  516  602 

1080  West  County  Rd  F,  St  Paul,  MN  55126/612-483-71 1 1 
912  DENTSPLY  INTERNATIONAL  841  768 

570  West  College  Ave,  York,  PA  17404/717-845-7511 
436  DIAL  321  925 

1850  North  Central  Ave,  Phoenix,  AZ  85077/602-207-4000 

792  DIAMOND  OFFSHORE  911  934 

15415  Katy  freeway,  Houston,  TX  77094/713-492-5300 
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Wedgwood  is  a  registered  trademark  ol  Wedgwood  Limited.  Bariaslon,  Slake  on-fani ,  England 

ISM  is  a  registered  tiademaik  and  Solutions  for  a  small  planet  is  a  trademark  til  International  Busing  M  n  inti>".  Curtail  on  Tht-  IBM  hnimr-  [urjo  r-an  tit*  Tuurir]  tittp  //wwwibm  com  '  ViOS  IBM  Corporation 


I  N  TH  E  TR  EDITION -RICH 
neighborhoods  of  New  Orleans,  a 
global  network  unites  a  passionate 
love  of  china  with  the 
centuries-old  home  of 
II  edgivood. 

The  IBM  Global 
Network  lets  Wedgwood  keep  its 
master  craftspeople  working 
together  in  Britain,  while  still 
servicing  customers  in  cities  and 
tonus  in  seventy  countries. 

Customer  questions  about 
patterns  and  availability  can  be 
quickly  answered.  Orders  can 
be  placed.  Quality  control  for  the 


handcrafted  china  is  more  easily 
maintained. 

In  all,  the  IBM  Global  Network 
lets  Wedgwood  keep  their  tradi- 
tional home  while  giving  them  the 
read)  of  a  global  corporation. 

lo  see  what  ll!\l  can  do  to 
improve  yaiw  competitiveness,  <<dl 
I  800  IBM-3333,  ext.  II  W35.  Or 
visit  our  home  page  at  http:// wiviv. 
ibm.com/globalnetwork 


Settings 


Solutions  for  a  small  planet 


THE  BUSINESS  WEEK  1000 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
the  Business  Week  1000.  For  explanation  of  other  rankings,  seepage  146. 
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DIEBOLD  734  679 

5995  Mayfair  Rd,  North  Canton,  OH  44720/216-489-4000 

DIGITAL  EQUIPMENT  66  176 

1 1 1  Powdermill  Rd,  Maynard.  MA  01754/508-493-5111 
DILLARD  DEPT.  STORES        203  281 

1600  Cantrell  Rd,  Little  Rock,  AR  72201/501-376-5200 

DIME  BANCORP  604  741 

589  Fifth  Ave,  New  York,  NY  10017/212-326-6170 

DISNEY  (WALT)  90  43 

500  South  Buena  Vista  St,  Burbank,  CA  91521/818-560-1000 

DOLE  FOOD  298     516  528 

31355  Oak  Crest  Dr.  Westlake  Village,  CA  91361/818-879-6600 

DOLLAR  GENERAL  542     649  837 

104  Woodmont  Blvd.  Nashville,  TN  37205/615-783-2000 
DOMINION  RESOURCES       265  159 
901  East  Byrd  St.  Richmond.  VA  23219/804-775-5700 
DONNELLEY  (R.R.)  187  245 

77  West  Wacker  Dr,  Chicago.  II 60601/312-326-8000 
DOVER  303  264 

280  Park  Ave.  New  York,  NY  10017/212-922-1640 

DOW  CHEMICAL  32  25 

2030  Dow  Center,  Midland,  Ml  48674/517-636-1000 

DOW  JONES  455  369 

200  Liberty  St.  New  York,  NY  10281/212-416-2000 
DPL  636  411 

1065  Woodman  Dr,  Dayton,  OH  45432/513-224-6000 
DQE  648  388 

301  Grant  St.  Pittsburgh,  PA  15279/412-393-6000 

DRESSER  INDUSTRIES         210  328 

2001  Ross  Ave,  Dallas,  TX  75201/214-740-6000 

DSC  COMMUNICATIONS       605     363  640 

1000  Coit  Rd,  Piano,  TX  75075/214-519-3000 
DST SYSTEMS  NR       NR  867 

1004  Baltimore  St,  Kansas  City,  MO  64105/816-435-1000 
DTE  ENERGY  315  175 

2000  Second  Ave,  Detroit,  Ml  48226/3 13-235-8000 

DUKE  POWER  262  109 

422  South  Church  St,  Charlotte,  NC  28242/704-594-0887 

DUN  &  BRADSTREET  222  232 

187  Danbury  Rd,  Wilton,  CT  06897/203-834-4200 
DUPONT  11  10 

1007  Market  St,  Wilmington,  DE  19898/302-774-1000 

DURACELL  INTERNATIONAL  472  297 

Berkshire  Corporate  Park,  Bethel,  CT  06801/203-796-4000 
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227  EASTMAN  CHEMICAL  246  135 

100  North  Eastman  Rd,  Kmgsport,  TN  37660/423-229-2000 
42  EASTMAN  KODAK  61  50 

343  State  St,  Rochester,  NY  14650/7 16-724-4000 
290  EATON  176  187 

1111  Superior  Ave,  Cleveland,  OH  441 14/216-523-5000 
562  ECHLIN  400  428 

100  Double  Beach  Rd,  Branlord,  CT  06405/203-481-5751 

841  ECHOSTAR  COMMUNS.        957  938 

90  Inverness  Circle  East,  Englewood,  CO  801 12/303-799-8222 
693  ECKERD  257     608  678 

8333  Bryan  Dairy  Rd,  Largo,  FL  34647/813-399-6000 
586  ECOLAB  621      583  763 

370  North  Wabasha  St,  St  Paul,  MN  55102/612-293-2233 
159  EDISON  INTERNATIONAL      142       91  91 

2244  Walnut  Grove  Ave.  Rosemead,  CA  91770/818-302-1212 
707  EDWARDS  (A.  G.)  619     433  513 

One  North  Jefferson  Ave.  St,  Louis,  MO  63103/314-289-3000 

876  EG&G  607     765  827 

45  William  St,  Wellesley,  MA  02181/617-237-5100 
867  EL  PASO  NATURAL  GAS        684     638  531 

100  North  Stanton  St,  El  Paso.  TX  79901/915-541-2600 
782  ELECTRONIC  ARTS  858     807  932 

1450  Fashion  Island  Blvd.  San  Mateo,  CA  94404/415-571-7171 
NR  ELECTRONIC  DATA  NR       NR  NR 

5400  Legacy  Dr,  Piano,  TX  75024/214-604-6000 


871  ELECTRONICS  FOR  IMAGING  950     835  980 

2855  Campus  Dr,  San  Mateo,  CA  94403/415-286-8600 
258  EMC  504     227  643 

171  South  St,  Hopkmlon,  MA  01748/508-435-1000 
62  EMERSON  ELECTRIC  112       72  229 

8000  West  Florissant  Ave,  St,  Louis,  MO  63136/314-553-2000 
411  ENGELHARD  397     462  681 

101  Wood  Ave,  Iselin,  NJ  08830/908-205-6000 

452  ENOVA  512     313  377 

101  Ash  St,  San  Diego,  CA  92101/619-696-2000 

136  ENRON  127      144  176 

1400  Smith  St,  Houston,  TX  77002/713-853-6161 
321  ENRON  OIL  &  GAS  810     455  575 

1400  Smith  St,  Houston,  TX  77002/713-853-6161 
730  ENSCO  INTERNATIONAL       927     818  822 

1445  Ross  Ave,  Dallas,  TX  75202/214-922- 1 500 

926  ENSERCH  502     903  454 

300  South  St,  Paul  St,  Dallas,  TX  75201/214-651-8700 

850  ENSERCH  EXPLORATION      939     939  639 

1817  Wood  St.  Dallas,  TX  75201/214-741-3711 
197  ENTERGY  194      132  99 

639  Loyola  Ave,  New  Orleans,  LA  70113/504-529-5262 
395  EQUIFAX  557     441  762 

1600  Peachtree  St  NW,  Atlanta,  GA  30309/404-885-8000 
277  EQUITABLE  163     213  20 

787  Seventh  Ave,  New  York,  NY  10019/212-554-1234 
832  EQUITABLE  OF  IOWA  768     643  228 

604  Locust  St,  Des  Moines.  IA  50309/515-245-6911 

950  EQUITABLE  RESOURCES       602     924  607 

420  Blvd  of  the  Allies,  Pittsburgh,  PA  15219/412-261-3000 
891  EQUITY  RESIDENTIAL  899     731  581 

Two  North  Riverside  Plaza,  Chicago,  IL  60606/312-474-1300 
304  ESTEE LAUDER  366     457  630 

767  Fifth  Ave,  New  York,  NY  10153/212-572-4200 
804  ETHYL  707     691  781 

330  South  Fourth  St,  Richmond,  VA  23219/804-788-5000 

4  EXXON  3         3  25 

5959  Las  Colinas  Blvd,  Irving,  TX  75039/214-444-1000 


27  FANNIE  MAE  29       20  1 

3900  Wisconsin  Ave  NW,  Washington,  DC  20016/202-752-7000 
760  FASTENAL  938     867  993 

2001  Theurer  Blvd,  Winona,  MN  55987/507-454-5374 

82  FEDERAL  HOME  LOAN  125       59  13 

8200  Jones  Branch  Dr,  McLean,  VA  22102/800-424-5401 

310  FEDERAL  EXPRESS  119     235  295 

2005  Corporate  Ave,  Memphis,  TN  38132/901-369-3600 
476  FEDERAL  PAPER  BOARD       507     454  497 

75  Chestnut  Ridge  Rd,  Montvale,  NJ  07645/201-391-1776 
866  FEDERAL  SIGNAL  750     782  876 

1415  West  22nd  St,  Oak  Brook,  IL  60521/708-954-2000 

210  FEDERATED  DEPT.  STORES     60     689  147 

Seven  West  Seventh  St,  Cincinnati,  OH  45202/513-579-7000 
776  FHP  INTERNATIONAL  285      876  540 

9900  Talbert  Ave,  Fountain  Valley,  CA  92708/714-963-7233 
252  FIFTH  THIRD  BANCORP        589     253  132 

38  Fountain  Square  Plaza,  Cincinnati,  OH  45263/513-579-5300 
722  FINA  318     564  516 

8350  North  Central  Expwy,  Dallas,  TX  75206/214-750-2400 
733  FINOVA  GROUP  763     586  291 

1850  North  Central  Ave,  Phoenix,  AZ  85002/602-207-4900 
779  FIRST  AMERICAN  781      568  230 

300  Union  St,  Nashville,  TN  37237/615-748-2000 
173  FIRST  BANK  SYSTEM  395      129  65 

601  Second  Ave  South,  Minneapolis.  MN  55402/612-973-1111 
884  FIRST  BRANDS  679      774  819 

83  Wooster  Heights  Rd,  Danbury,  CT  06813/203-731-2300 
86  FIRST  CHICAGO  NBD  115       56  16 

611  Woodward  Ave,  Detroit,  Ml  48226/313-225-1000 
834  FIRST  COLONY  546     436  209 

901  East  Byrd  SI,  Richmond,  VA  23219/804-775-0300 
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FIRST  COMMERCE  834  658 

210  Baronne  St,  New  Orleans,  LA  70112/504-561-1371 
FIRST  DATA  283  968 
401  HackensackAve, Hackensack,  NJ 07601/201-525-4700 
FIRST  EMPIRE  STATE  700  479 
One  M&T  Plaza,  Buffalo,  NY  14203/716-842-4200 
FIRST  INTERSTATE  267  78 
633  West  Fifth  St,  Los  Angeles,  CA  90017/213-614-3001 

FIRST  OF  AMERICA  BANK     475  307 

2 1 1  South  Rose  St,  Kalamazoo,  Ml  49007/616-376-9000 
FIRST  SECURITY  653  514 
79  South  Mam  St,  Salt  Lake  City,  UT  841 1 1/801-246-6000 
FIRST  TENNESSEE  NATIONAL  627  412 

165  Madison  Ave,  Memphis,  TN  38103/901-523-4444 
FIRST  UNION  126  41 

301  South  College  St,  Charlotte,  NC  28288/704-374-5161 

FIRST  USA  NR  360 

1601  Elm  St,  Dallas,  TX  75201/214-849-2000 
FIRST  VIRGINIA  BANKS        879  545 

6400  Arlington  Blvd,  Falls  Church,  VA  22042/703-241-4000 
FIRSTAR  531  318 

777  East  Wisconsin  Ave,  Milwaukee,  Wl  53202/414-765-4316 
FIRSTMERIT  888  805 

111  Cascade  Plaza,  Akron,  OH  44308/216-996-6300 
FISERV  794  962 

255  Fiserv  Or.  Brookfield,  Wl  53045/414-879-5000 

FLEET  FINANCIAL  GROUP      167  125 

One  Federal  St,  Boston,  MA  0221 1/617-346-2000 

FLEETWOOD  ENTERPRISES  403  659 

3125  Myers  St,  Riverside,  CA  92513/909-351-3500 
FLIGHTSAFETY  INTL.  917  644 

Marine  Air  Terminal,  La  Guardia  Airport,  Flushing,  NY  11371/718-565 

FLORIDA  PROGRESS  371      291  3 

One  Progress  Plaza,  St.  Petersburg,  FL  33701/813-824-6400 
FLUOR  122     304  4 

3333  Michelson  Dr,  Irvine,  CA  92730/714-975-2000 
FMC  268     335  4 

200  East  Randolph  Dr,  Chicago,  IL  60601/312-861-6000 

FOOD  LION  147     395  5 

2110  Executive  Dr,  Salisbury,  NC  28147/704-633-8250 

FORD  MOTOR  2  6 

The  American  Rd,  Dearborn,  Ml  48121/313-322-3000 

FORE  SYSTEMS  966     902  9 

174  Thorn  Hill  Rd,  Warrendale,  PA  15086/412-772-6600 

FOREST  LABORATORIES       883  551 

909  Third  Ave,  New  York,  NY  10022/212-421-7850 

FORT  HOWARD  558  844 

1919  South  Broadway,  Green  Bay,  Wl  54304/414-435-8821 

FOSTER  WHEELER  372  861 

Perryville  Corporate  Park,  Clinton,  NJ  08809/908-730-4000 
FOUNDATION  HEALTH  406  427 

3400  Data  Or,  Rancho  Cordova,  CA  95670/910-631-5000 

FPL  GROUP  219  127 

700  Universe  Blvd,  Juno  Beach,  FL  33408/407-694-4600 

FRANKLIN  RESOURCES        738     263  5 

777  Mariners  Island  Blvd,  San  Mateo,  CA  94404/415-312-2000 
FREEPORT-McMORAN  697     612  7 

1615  Poydras  St,  New  Orleans,  LA  70112/504-582-4000 
FREEPORT-McMORAN  C&G    520     286  4 

1615  Poydras  St,  New  Orleans,  LA  701 12/504-582-4000 
FRITZ  NR       NR  8 

706  Mission  St,  San  Francisco,  CA  94103/415-904-8360 

FRONTIER  474     448  5 

180  South  Clinton  Ave,  Rochester,  NY  14646/716-777-1000 

FRUIT  OF  THE  LOOM  444     978  4 

233  South  Wacker  Dr,  Chicago,  IL  606067312-876-1724 


128  GANNETT  287      156  31 

1 100  Wilson  Blvd,  Arlington,  VA  22234/703-284-6000 

162  GAP  (THE)  271      208  5' 

One  Harrison  St,  San  Francisco,  CA  94105/415-952-4400 
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We  Can  Help  You  Run  Your  Empire. 
(All  1900  Square  Feet  Of  It.)  if  you  have  your 


own  business,  you  should  have  a  MasterCard  BusinessCard! 

MasterCard, 

BusinessCard  '/2 

It's  accepted  at  three  times  as  many  places    f*m  iHfiTT&^l 

SOflO  Xl2/9t>  K 

S4S0T  6i.ASi.fi 
gPjtfl  WB£EIS,  mc. 

as  the  American  Express1  Corporate  Card,  to  meet  more  of 


your  business  needs.  Plus,  you'll  get 


primary  car  rental  insurance  and 


f  medical  coverage  with  a  MasterCard 


BusinessCard.  (Amex  won't  give  you 


that.)  But  the  best  part  is,  when  your  bill  comes,  you  decide  how 


much  of  it  you're  going  to  pay  off  that  month.  Hey,  you're  the  boss. 


MasterCard.  It's  more  than  a  credit  Lard.  It's  smart  money'"  ^^j^ 

For  more  information,  call  MasterCard  International  at  1-800-727-8825,  ext.  10. 


MasterCard  International  Incorporated 


MasterCard,  proud  sponsor  of  world  class  golf  events. 


THE  BUSINESS  WEEK  1000 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
the  Business  Week  1000.  For  explanation  of  other  rankings,  seepage  146. 
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GARTNER  GROUP  929     855  953 

56  Top  Gallant  Rd.  Stamford,  CT  06902/203-964-0096 

GATEWAY  2000  311      391  749 

610  Gateway  Dr.  North  Sioux  City.  SD  57049/605-232-2000 
GAYLORD  ENTERTAINMENT  793      724  756 

One  Gaylord  Dr.  Nashville.  TN  37214/615-316-6000 

GENENTECH  724     443  600 

460  Point  San  Bruno  Blud.  South  San  Francisco,  CA  94080/415-225-1000 

GENERAL  DYNAMICS  370      296  462 

3190  Fairview  Park  Dr.  Falls  Church.  VA  22042/703-876-3000 
GENERAL  ELECTRIC  8         2  5 

3135  Easton  Turnpike,  Fairfield,  CT  06431/203-373-2211 
GENERAL  INSTRUMENT        438      504  548 
8770  West  Bryn  Mawr  Aye,  Chicago.  IL  60631/312-695-1000 
GENERAL  MILLS  236     250  432 

Number  One  General  Mills  Blvd.  Minneapolis,  MN  55426/612-540-23 1 1 
GENERAL  MOTORS  1  1  6 

3044  West  Grand  Blvd.  Detroit.  Ml  48202/313-556-5000 
GENERAL  NUTRITION  753      744  868 

921  Penn  Ave.  Pittsburgh.  PA  15222/412-288-4600 
GENERAL  PUBLIC  UTILITIES  296      154  227 
100  Interpace  Pkwy,  Parsippany,  NJ  07054/201-263-6500 
GENERAL  RE  165       83  61 

695  East  Main  St.  Stamford.  CT  06901/203-328-5000 
GENERAL  SIGNAL  514     579  666 

One  High  Ridge  Park,  Stamford,  CT  06904/203-329-4100 
GENETICS  INSTITUTE  956     945  927 

87  Cambridgepark  Dr.  Cambridge.  MA  02140/617-876-1170 

GENUINE  PARTS  230      238  571 

2999  Circle  75  Pkwy,  Atlanta,  GA  30339/770-953-1700 
GENZYME  905     896  853 

One  Kendall  Square,  Cambridge,  MA  02139/617-252-7500 
GEORGIA  GULF  674     372  913 

400  Perimeter  Center  Terrace,  Atlanta,  GA  30346/770-395-4500 
GEORGIA-PACIFIC  69       67  189 

133  Peachtree  St  NE.  Atlanta.  GA  30303/404-652-4000 
GIANT  FOOD  299     584  693 

6300  Sheriff  Rd,  Landover,  MD  20785/301-341-4100 
GILLETTE  180       84  305 

Prudential  Tower  Building.  8oston,  MA  02199/617-421-7000 
GLENAYRE  TECHNOLOGIES    921      677  923 
5935  Carnegie  Blvd.  Charlotte.  NC  28209/704-553-0038 
GLOBAL  DIRECTMAIL  818      846  974 

22  Harbor  Park  Dr.  Port  Washington.  NY  1 1050/516-625-1555 
GLOBAL  MARINE  873      781  892 

777  North  Eldndge  Rd.  Houston.  TX  77079/713-596-5100 
GOLDEN  WEST  FINANCIAL     434      311  63 
1901  Harrison  St,  Oakland.  CA  94612/510-446-6000 
GOODRICH  (B.F.)  443      522  524 

3925  Embassy  Pkwy.  Akron.  OH  44333/216-374-2000 
GOODYEAR  TIRE  &  RUBBER     83      124  222 
1 144  East  Market  St,  Akron,  OH  44316/216-796-2121 
GRACE  (W.R.)  305      977  306 

One  Town  Center  Rd.  Boca  Raton.  FL  33486/407-362-2000 
GRAINGER  (W.W.)  346      371  656 

5500  West  Howard  St.  Skokie.  IL  60077/847-982-9000 
GRAND  CASINOS  901      705  815 

13705  First  Ave  North,  Plymouth,  MN  55441/612-449-9092 
GREAT  LAKES  CHEMICAL      449      247  544 
One  Great  Lakes  Blvd.  West  Lafayette.  IN  47906/317-497-6100 
GREAT  WESTERN  323      278  51 

9200  Oakdale  Ave,  Chatsworth.  CA  9131 1/818-775-341 1 
GREEN  TREE  FINANCIAL       788      285  533 
345  St.  Peter  St.  St.  Paul.  MN  55102/612-293-3434 

GREENPOINT  FINANCIAL       779      554  155 

41-60  Mam  St.  Flushing,  NY  11355/718-670-7600 

GTE  33        16  59 

One  Stamford  Forum,  Stamford.  CT  06904/203-965-2000 

GTECH  HOLDINGS  776      754  825 

55  Technology  Way  ,  West  Greenwich.  Rl  02817/401-392-1000 
GUIitANT  720      576  770 

1 1 1  Monument  Circle  Tower,  Indianapolis.  IN  46204/31 7-971-2000 


H 


203  HALLIBURTON  213  312 

500  North  Akard  St,  Dallas.  TX  75201/214-978-2600 
948  HANNA  (M.  A.)  508  759 

200  Public  Square,  Cleveland,  OH  441 14/216-589-4000 
865  HANNAFORD BROTHERS       423  703 

145  Pleasant  Hill  Rd,  Scarborough.  ME  04074/207-883-291 1 
385  HARCOURT GENERAL  369  382 

27  Boylston  St.  Chestnut  Hill,  MA  02167/617-232-8200 
440  HARLEY-DAVIDSON  617  546 

3700  West  Juneau  Ave,  Milwaukee.  Wl  53208/414-342-4680 
641  HARNISCHFEGER  445  543 

13400  Bishops  Lane,  Brookfield,  Wl  53005/414-671-4400 
439  HARRAH'S  ENTERTAINMENT  574  666 

1023  Cherry  Rd,  Memphis.  TN  38117/901-762-8600 
469  HARRIS  328  413 

1025  West  NASA  Blvd.  Melbourne,  FL  32919/407-727-9100 
662  HARSCO  583  589 

350  Poplar  Church  Rd,  Camp  Hill.  PA  1701 1/717-763-7064 

938  HARTFORD  STEAM  BOILER    804  738 

One  State  St.  Hartford,  CT  06102/203-722-1866 

398  HASBRO  392  429 

1027  Newport  Ave.  Pawtucket,  Rl  02861/401-431-8697 
879  HAWAIIAN  ELECTRIC  633  645 

900  Richards  St,  Honolulu.  HI  96813/808-543-5662 

324  HBO  867  948 

301  Perimeter  Center  North.  Atlanta.  GA  30346/770-393-6000 
957  HEALTH  &  RETIREMENT       976  730 

400  Centre  St,  Newton.  MA  02158/617-332-3990 

812  HEALTH  CARE  &  RETIREMENT  787  786 

One  Seagate,  Toledo,  OH  43604/419-252-5500 
982  HEALTH  CARE  PROPERTY      979  657 

10990  Wilshire  Blvd.  Los  Angeles.  CA  90024/310-473-1990 
538  HEALTH  MANAGEMENT        845  718 

581 1  Pelican  Bay  Blvd.  Naples,  FL  33963/941-598-3131 
644  HEALTH  SYSTEMS  INTL.       410  623 

21600  Oxnard  St,  Woodland  Hills,  CA  91367/818-719-8900 
649  HEALTHCARE  COMPARE       942  721 

3200  Highland  Ave,  Downers  Grove.  IL  605 1 5/708-241 -7900 
492  HEALTHSOURCE  660  760 

Two  College  Park  Dr,  Hooksett,  NH  03106/603-268-7000 
368  HEALTHSOUTH  570  665 

Two  Perimeter  Park  South,  Birmingham,  AL  35243/205-967-71 16 
95  HEINZ  (H.J.)  138      120  247 

600  Grant  St.  Pittsburgh.  PA  15219/412-456-5700 
194  HERCULES  441      222  523 

1313  North  Market  St,  Wilmington.  DE  19894/302-594-5000 
224  HERSHEY  FOODS  307      257  486 

100  Crystal  A  Dr.  Hershey.  PA  17033/717-534-6799 
11    HEWLETT-PACKARD  17  15 

3000  Hanover  St,  Palo  Alto,  CA  94304/415-857  1501 
270  HFS  891  661 

339  Jefferson  Rd.  Parsippany.  NJ  07054/201-428-9700 
795  HIBERNIA  824  503 

313  Carondelet  St,  New  Orleans,  LA  70130/504-533-3333 
515  HILLENBRAND  INDUSTRIES  556  622 

700  State  Route  46  East,  Batesville,  IN  47006/812-934-7000 
288  HILTON  HOTELS  549      393  468 

9336  Civic  Center  Dr,  Beverly  Hills.  CA  90210/310-278-4321 
52  HOME  DEPOT  58      105  284 

2727  Paces  Ferry  Rd.  Atlanta.  GA  30339/770-433-821 1 

986  HOME  SHOPPING  NETWORK  692      963  925 

2501  118th  Ave  North,  St  Petersburg,  a  33716/813-572-8585 

456  HOMESTAKE  MINING  786      853  711 

650  California  St.  San  Francisco.  CA  94108/415-981-8150 
185  HONEYWELL  183      221  359 

2701  Fourth  Ave  South.  Minneapolis  MN  55408/612-951-1000 
835  HORIZON/CMS  HEALTHCARE  649      910  689 

6001  Indian  School  Rd  NE,  Albuquerque.  NM  87110/505-881-4961 
598  HORMEL FOODS  374      561  731 

One  Hormel  Place,  Austin.  MN  55912/507-437-5611 
563  HOST  MARRIOTT  871      964  429 

10400  Fernwood  Rd,  Bethesda,  MD  20817/301-380-9000 
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190  HOUSEHOLD  INTL.  238  166 

2700  Sanders  Rd,  Prospect  Heights,  IL  60070/847-564-5000 
218  HOUSTON  INDUSTRIES        310      173  1 

4400  Post  Oak  Pkwy,  Houston,  TX  77027/713-629-3000 
543  HUBBELL  663     508  1 

584  Derby-Milford  Rd,  Orange,  CT  06477/203-799-4100 
NR  HUGHES  ELECTRONICS  NR  NR 

7200  Hughes  Terrace,  Los  Angeles,  CA  90080/310-568-7200 
325  HUMANA  266     367  A 

500  West  Main  St,  Louisville,  KY  40202/502-580-1000 
388  HUNTINGTON  BANCSHARES  539     299  1 

41  South  High  St,  Columbus,  OH  43287/614-480-8300 


7   IBM  7  5 

Old  Orchard  Rd,  Armonk,  NY  10504/914-765-1900 
499  IBP  89     262  5 

IBP  Ave.  Dakota  City,  NE  68731/402-494-2061 
895  IDAHO  POWER  853     633  5 

1221  West  Idaho  St,  Boise,  ID  83702/208-388-2200 
645  IDEXX  LABORATORIES  952      880  9 

One  Idexx  Dr.  Westbrook,  ME  04092/207-856-0300 
716  ILLINOIS  CENTRAL  814      509  6 

455  North  Cityfront  Plaza  Dr.  Chicago,  IL  6061 1/312-755-7500 
160  ILLINOIS  TOOL  WORKS         279      193  4 

3600  West  Lake  Ave,  Glenview,  IL  60025/847-724-7500 
549  ILLINOVA  553     389  3 

500  South  27th  St,  Decatur,  IL  62521/217-424-6600 
488  IMC  GLOBAL  482      437  4 

2100  Sanders  Rd,  Northbrook,  IL  60062/847-272-9200 
594  INFINITY  BROADCASTING     918     763  8 

600  Madison  Ave,  New  York,  NY  10022/212-750-6400 
268  INFORMIX  790     563  8 

4100  Bohannon  Dr,  Menlo  Park.  CA  94025/415-926-6300 
292  INGERSOLL-RAND  212      272  3 

200  Chestnut  Ridge  Rd.  Woodcliff  Lake,  NJ  07675/201-573-012 
856  INLAND  STEEL  INDUSTRIES  259      442  4 

30  West  Monroe  St.  Chicago,  II.  60603/312-346-0300 
813  INPUT/OUTPUT  949     863  9 

12300  Pare  Crest  Dr,  Stafford,  TX  77477/713-933-3339 
529  INTEGRA  FINANCIAL  657  490 

Four  PPG  Place.  Pittsburgh.  PA  15222/412-644-7669 
998  INTEGRATED  DEVICE  812  505 

2975  StenderWay,  Santa  Clara,  CA  95054/408-727-6116 
14  INTEL  52  7 

2200  Mission  College  Blvd,  Santa  Clara,  CA  95052/408-765-80! 

233  INTERNATIONAL  FLAVORS     600      290  61 

521  West  57th  St,  New  York,  NY  10019/212-765-5500 

611   INTL.  GAME  TECHNOLOGY     825  601 

5270  Neil  Rd,  Reno,  NV  89502/702-686-1200 
132  INTERNATIONAL  PAPER  34  55 

Two  Manhattanville  Rd.  Purchase,  NY  10577/914-397-1500 

927  INTERNATIONAL  RECTIFIER  865  777 

233  Kansas  St.  El  Segundo.  CA  90245/310-322-3331 

836  INTL.  SPECIALTY  PR0DUCTS796  716 

1361  Alps  Rd,  Wayne,  NJ  07470/201-628-4000 
956  INTERNEURON  PHARM.        989  941 

99  Hayden  Ave,  Lexington,  MA  02173/617-861-8444 

372  INTERPUBLIC  GROUP  471  482 

1271  Ave  of  the  Americas.  New  York,  NY  10020/212-399-800 

399  INTUIT  869  933 

1840  Embarcadero  Rd,  Palo  Alte  CA  94303/415-944-6000 
889  IOMEGA  916  908 

1821  West  Iomega  Way.  Roy.  UT  84067/801-778-1000 
721  IPALCO  ENTERPRISES  789  574 

One  Monument  Circle,  Indianapolis,  IN  46204/317-261-8261 
199  ITT  192       76  2£ 

1330  Ave  of  the  Americas,  New  York,  NY  10019/212-258-1000 

214  ITT  HARTFORD  GROUP  95      134  7 

Hartford  Plaza,  Hartford,  CT  061 15/860-547-2403 
393  ITT  INDUSTRIES  136      884  31 

1330  Ave  of  the  Americas.  New  York,  NY  10019/212-258-1000 
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Watch  the  Legends  team  up 
to  battle  the  IPC  Stadium  Course  at  PGA  WBT. 


Saturday,  March  23  l-3pm  EST    Live  on  ABC 


Sunday,  March  24  2-4pm  EST 


rhey  groin  more  legGndary  euery  year  Champions  like 
Lee  Treuino.  Chi  Chi  Rodriguez  and  Arnold  Palmer  Again  this 
year,  they'll  be  doing  battle  on  the  legendary  TPC  Stadium  Course  at 


ULIEST  Add  that  to  the  unique  team  best-ball 
format  they'  11  be  playing,  and  there's  LIBERTY 
no  telling  ujho  mill  emerge  uictonous  MUTUAL 


t>  1996  Liberty  Mutual  Group. 


Liberty  Mutual  Legends  of  Golf  supports  the  Make  A  Wish  Foundation  and  VIVA. 


THE  BUSINESS  WEEK  1000 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
the  Business  Week  1000.  For  explanation  of  other  rankings,  seepage  146. 
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360  IVAX 


642      529  709 


]  NW  36th  St,  Miami,  Ft  33178/305-590-2200 


278 


485 


260 


534  JAMES  RIVER  179  498 

120  Tredegar  St,  Richmond,  VA  23219/804-644-5411 
810  JEFFERSON  SMURFIT  282  293 

8182  Maryland  Ave,  St  Louis,  MO  63105/314-746-1100 
327  JEFFERSON-PILOT  569  283 

100  North  Greene  St,  Greensboro.  NC  27401/910-691-3000 
8  JOHNSON&JOHNSON  38       18  127 

One  Johnson  S  Johnson  Plaza,  New  Brunswick.  NJ  08933/908-524-0400 

408  JOHNSON  CONTROLS  139      352  363 

5757  North  Green  Bay  Ave,  Glendale.  Wl  53209/414-228-1200 

898  JONES  APPAREL  GROUP       764      733  928 

250  Rittenhouse  Circle.  Bristol.  PA  19007/215-785-4000 


724  K-lll  COMMUNICATIONS       680      966  617 

745  Fifth  Ave.  New  York,  NY  10151/212-745-0100 
900  KAISER  ALUMINUM  464      748  490 

5847  San  Felipe,  Houston,  TX  77057/713-267-3777 
691  KANSAS  CITY  POWER  731      507  480 

1201  Walnut  St.  Kansas  City.  MO  64106/816-556-2200 
606  KANSAS  CITY  SOUTHERN     765      308  520 

114  West  11th  St,  Kansas  City,  MO  64105/816-556-0303 

68  KELLOGG  172      152  390 

One  Kellogg  Square,  Battle  Creek.  Ml  49016/616-961-2000 
892  KELLY  SERVICES  416      709  859 

999  West  Big  Beaver  Rd.  Troy.  Ml  48084/810-362-4444 
400  KERR-McGEE  521      947  461 

123  Robert  S  Kerr  Ave.  Oklahoma  City,  OK  73102/405-270-1313 
144  KEYCORP  207        89  34 

127  Public  Square,  Cleveland.  OH  441 14/216-689-3000 
99  KIMBERLY-CLARK  72      845  277 

551  Phelps  Dr,  Irving,  TX  75038/214-281-1200 
703  KING  WORLD  PRODUCTIONS  836      474  844 

1700  Broadway.  New  York,  NY  10019/212-315-4000 
838  KLA  INSTRUMENTS  844      575  875 

160  Rio  Robles,  San  Jose,  CA  95134/408-432-4200 
380  KMART  16      988  131 

3100  West  Big  Beaver  Rd,  Troy.  Ml  48084/810-643-1000 
364  KNIGHT-RIDDER  408     408  471 

One  Herald  Plaza.  Miami.  FL  33132/305-376-3800 
519  KOHL'S  523     725  793 

N54  W13600  Woodale  Dr.  Menomonee  Falls.  Wl  53051/414-783-5800 
689  KOMAG  862     555  860 

275  South  Hillview  Or.  Milpitas.  CA  95035/408-946-2300 
284  KROGER  23      234  366 

1014  Vine  St,  Cincinnati.  OH  45202/513-762-4000 
894  KU  ENERGY  797      668  651 

One  Quality  St  Lexington.  KY  40507/606-255-2100 


741   LA  QUINTA  INNS  890      783  795 

1 12  East  Pecan  St.  San  Antonio.  TX  78205/210-302-6000 
985  LABORATORY  CORP.  601      932  629 

4225  Executive  Square,  La  Jolla.  CA  92037/619-550-0600 
800  LAFARGE  591      483  646 

1 1 130  Sunrise  Valley  Dr,  Reston,  VA  22091/703-264-3600 
946  LAM  RESEARCH  687      520  833 

4650CushingPkwy,  Fremont,  CA  94538/510-659-0200 
864  LANCASTER  COLONY  749      694  931 

37  West  Broad  St.  Columbus  OH  43215/614-224-7141 
729  LCI  INTERNATIONAL  802      785  836 

8180  Greensboro  Dr,  McLean,  VA  22 102/703-442-0220 
631  LEAR  SEATING  261      604  467 

21557  Telegraph  Rd,  Southfield,  Ml  48034/810-746-1500 


936  LEE  ENTERPRISES  881      756  890 

215  North  Mam  St,  Davenport,  IA  52801/319-383-2100 
589  LEGGETT  &  PLATT  487      470  734 

One  Leggett  Rd.  Carthage,  MO  64836/417-358-8131 
472  LEHMAN  BROTHERS  368     301  18 

Three  World  Financial  Center,  New  York,  NY  10285/212-526-7000 
682  LEUCADIA  NATIONAL  587      667  353 

315  Park  Ave  South,  New  York,  NY  10010/212-460-1900 

698  LEXMARK  INTL.  GROUP        473      794  745 

55  Railroad  Ave,  Greenwich,  CT  06836/203-629-6700 
739  LG&E  ENERGY  608     625  519 

220  West  Main  St.  Louisville,  KY  40202/502-627-2000 
31   LILLY  (ELI)  182       46  162 

Lilly  Corporate  Center,  Indianapolis,  IN  46285/317-276-2000 
206  LIMITED  (THE)  151       69  355 

Three  Limited  Pkwy,  Columbus,  OH  43230/614-479-7000 
940  LIN  TELEVISION  941      832  869 

Four  Richmond  Square,  Providence,  Rl  02906/401-454-2880 
228  LINCOLN  NATIONAL  185      153  36 

1300  South  Clinton  St.  Fort  Wayne,  IN  46802/219-455-2000 
352  LINEAR  TECHNOLOGY  914      540  922 

1630  McCarthy  Blvd.  Milpitas.  CA  95035/408-432-1900 
505  LITTON  INDUSTRIES  339     449  508 

21240  Burbank  Blvd.  Woodland  Hills,  CA  9 1367/818-598-5000 

512  LIZ  CLAIBORNE  484     496  710 

1441  Broadway.  New  York,  NY  10018/212-354-4900 
80  LOCKHEED  MARTIN  25      115  128 

6801  Rockledge  Dr.  Bethesda.  MD  20817/301-897-6000 
635  LOCTITE  761      647  854 

Ten  Columbus  Blvd.  Hartford.  CT  06106/203-520-5000 
122  LOEWS  39       33  35 

667  Madison  Ave.  New  York.  NY  10021/212-545-2000 

846  LONE  STAR  STEAKHOUSE      910      801  943 

224  East  Oouglas,  Wichita,  KS  67202/316-264-8899 
558  LONG  ISLAND  LIGHTING        367      241  181 

175  East  Old  Country  Rd.  Hicksville.  NY  1 1801/516-755-6650 
152  LORAL  198     219  320 

600  Third  Ave,  New  York.  NY  10016/212-697-1105 
746  LOUISIANA  LAND  748      890  688 

909  Poydras  St,  New  Orleans,  LA  70112/504-566-6500 

483  LOUISIANA-PACIFIC  396      959  488 

1 1 1 SW  Fifth  Ave.  Portland,  OR  97204/503-221-0800 
259  LOWE'S  169     322  431 

Hwy  268  East,  North  Wilkesboro.  NC  28659/910-651-4000 

345  LSI  LOGIC  637      305  625 

1551  McCarthy  Blvd.  Milpitas.  CA  95035/408-433-8000 
771   LTV  273      361  342 

25  West  Prospect  Ave,  Cleveland.  OH  44 1 1 5/2 1 6-622-5000 
616  LUBRIZOL  545     435  685 

29400  Lakeland  Blvd.  Wickhffe.  OH  44092/216-943-4200 

546  LYONDELL  PETROCHEMICAL  250      192  506 

1221  McKinney  St.  Houston.  TX  77010/713-652-7200 


M 


740  MACROMEDIA  980      891  990 

600Townsend  St.  San  Francisco,  CA  94103/415-252-2000 
421  MALLINCKRODT  GROUP        467      375  487 

7733  Forsyth  Blvd.  St  Louis.  MO  63105/314-854-5200 
497  MANOR  CARE  599      572  665 

10750  Columbia  Pike.  Silver  Spring,  MD  20901/301-681-9400 

508  MANPOWER  221      493  676 

5301  North  Ironwood  Rd,  Milwaukee.  Wl  53217/414-961-1000 
694  MANVILLE  404     432  408 

717 17th  St.  Denver.  CO  80202/303-978-2000 

680  MAPCO  343      688  561 

1800  South  Baltimore  Ave.  Tulsa,  OK  74119/918-581-1800 
844  MARK  IV  INDUSTRIES  488      624  606 

501  John  James  Audubon  Pkwy.  Amherst.  NY  14228/716-689-4972 
208  MARRIOTT  INTERNATIONAL  133      295  409 

10400  Fernwood  Rd.  Bethesda,  MD  20817/301-380-3000 

178  marsh  &  Mclennan       300    1 85  395 

1 166  Ave  of  the  Americas,  New  York,  NY  10036/212-345-5000 
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MARSHALL  &  ILSLEY  705  370 

770  North  Water  St,  Milwaukee.  W!  53202/414-765-7700 
MARTIN  MARIETTA  MATERIALS  805  714 
2710  Wychff  Rd,  Raleigh.  NC  27607/919-781-4550 
MARVEL  ENTERTAINMENT    770  864 

387  Park  Ave  South.  New  York,  NY  10016/212-696-0808 

MASCO  386  354 

21001  Van  Born  Rd,  Taylor.  Ml  48180/313-274-7400 
MATTEL  314  205 

333  Continental  Blvd.  El  Segundo,  CA  90245/310-252-2000 
MAXIM  INTEGRATED  909  680 

120  San  Gabriel  Dr,  Sunnyvale,  CA  94086/408-737-7600 
MAY  DEPARTMENT  STORES  102  112 
611  Olive  St,  St.  Louis,  MO  63101/314-342-6300 

MAYTAG  375  940 

403  West  Fourth  St  North,  Newton,  IA  50208/515-792-8000 
MBIA  877  269 

113  King  St.  Armonk,  NY  10504/914-273-4545 
MBNA  426  209 

400  Christiana  Rd,  Newark.  DE  19713/800-362-6255 

McAFEE  ASSOCIATES  982  898 

2710  Walsh  Ave,  Santa  Clara.  CA  95051/408-988-3832 

Mccormick  515  587 

18  Loveton  Circle.  Sparks.  MD  21 152/410-771-7301 
McDERMOTT  INTL.  351  915 

1450  Poydras  St,  New  Orleans,  LA  701 12/504-587-441 1 

MCDONALD'S  120  42 

McDonald's  Plaza,  Oak  Brook,  IL  60521/708-575-3000 
MCDONNELL  DOUGLAS  68      986  2 

J,  S,  McDonnell  Blvd  &  Airport  Rd.  St.  Louis.  MO  63134/314-232- 
McGRAW-HILL  383     320  4 

1221  Ave  of  the  Americas,  New  York.  NY  10020/212-512-2000 

MCI  COMMUNICATIONS         59      136  1 

1801  Pennsylvania  Ave  NW.  Washington.  DC  20006/202-872-16 
McKESSON  74     463  4 

One  Post  St.  San  Francisco,  CA  94104/415-983-8300 
MCN  564      557  5 

500  Griswold  St,  Detroit.  Ml  48226/313-256-5500 

MEAD  235      217  3 

Courthouse  Plaza  NE.  Dayton.  OH  45463/513-495-6323 

MEDAPHIS  874     922  8: 

2700  Cumberland  Pkwy.  Atlanta,  GA  30339/770-319-3300 
MEDIA  GENERAL  792      772  7 

333  East  Grace  St,  Richmond,  VA  232 19/804-649-6000 
MEOITRUST  945      515  6 

197  First  Ave,  Needham  Heights,  MA  02194/617-433-6000 
MEDTRONIC  481      186  5! 

7000  Central  Ave  NE,  Minneapolis.  MN  55432/612-574-4000 
MELLON  BANK  350      114  ! 

Mellon  Bank  Center.  Pittsburgh,  PA  15258/412-234-5000 
MELVILLE  121      990  3' 

One  Theall  Rd,  Rye,  NY  10580/914-925-4000 
MEMC  ELECTRONIC  MATERIALS  730  630 

501  Pearl  Dr.  St.  Peters.  MO  63376/314-279-5500 
MERCANTILE  BANCORP.       620  333 
Mercantile  Tower.  St  Louis.  MO  63166/314-425-2525 
MERCANTILE  BANKSHARES  855  577 
Two  Hopkins  Plaza,  Baltimore.  MD  21201/410-237-5900 
MERCANTILE  STORES  382  506 
9450  Seward  Rd.  Fairfield.  OH  45014/513-881-8000 
MERCK  48  9 
One  Merck  Dr.  White  House  Station,  NJ  08889/908-423-1000 
MERCURY  FINANCE             922  567 
40  Skokie  Blvd.  Northbrook,  IL  60062/847-564-3720 
MERCURY  GENERAL            800  620 
4484  Wilshire  Blvd.  Los  Angeles.  CA  90010/213-937-1060 
MEREDITH                        729  806 
1716  Locust  St.  Des  Moines,  IA  50309/515-284-3000 
MERIDIAN  BANCORP           615  401 
35  North  Sixth  St.  Reading,  PA  19601/610-655-2000 
MERRILL  LYNCH                   31  58 
250  Vesey  St,  New  York,  NY  10281/212-449-1000 

MFS  COMMUNICATIONS       837  980 
3555  Farnam  St,  Omaha,  NE  68131/402-977-5300 
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Responsive  Solutions  - 
Raising  the  level  of 
onfidence  as  fast  as  the 
?vel  of  capital. 


• 


As  capital  markets  alternatives  become 
increasingly  more  complex,  the  search  for  appropriate 
financial  applications  may  be  more  of  a  challenge 
than  ever  before. 

At  First  Union  Capital  Markets  Group,  we  offer 
an  objective,  client-driven  approach  to  raising  capital. 
We  provide  the  industry  expertise,  the  strategic 
access  and  the  relationship  focus  that  result  in 
responsive  solutions. 


Perhaps  First  Union  should  be  on  your  short  list 
if  you're  looking  for  a  capital  markets  partner.  We'd 
like  the  opportunity  to  show  you  why. 


Capital  Markets  Group 


©1 996  First  Union  Corporation 


THE  BUSINESS  WEEK  1000 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
the  Business  Week  1000.  For  explanation  of  other  rankings,  seepage  146. 
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360  IVAX  642  529 

8800  NW  36th  St,  Miami,  FL  33 1 78/305-590-2200 


709 


534  JAMES  RIVER  179     498  278 

120  Tredegar  St,  Richmond,  VA  73219/804-644-5411 
810  JEFFERSON  SMURFIT  282      293  485 

8182  Maryland  Ave,  St  Louis,  M0  63105/314-746-1 100 
327  JEFFERSON-PILOT  569     283  260 

100  North  Greene  St,  Greensboro,  NC  27401/910-691-3000 
8  JOHNSON  &  JOHNSON  38        18  127 

One  Johnson  5  Johnson  Plaza.  New  Brunswick,  NJ  08933/908-524-0400 
408  JOHNSON  CONTROLS  139      352  363 

5757  North  Green  Bay  Axe,  Glendale,  Wl  53209/414-228-1200 

898  JONES  APPAREL  GROUP       764     733  928 

250  Rittenhouse  Circle.  Bristol,  PA  19007/215-785-4000 


724  K-lll  COMMUNICATIONS       680      966  617 

745  Fifth  Ave,  New  York,  NY  10151/212-745-0100 
900  KAISER  ALUMINUM  464     748  490 

5847  San  Felipe,  Houston,  TX  77057/713-267-3777 

691  KANSAS  CITY  POWER  731      507  480 

1201  Walnut  St.  Kansas  City.  MO  64106/816-556-2200 
606  KANSAS  CITY  SOUTHERN     765      308  520 

114  West  1 1th  St,  Kansas  City,  MO  64105/816-556-0303 
68  KELLOGG  172      152  390 

One  Kellogg  Square,  Battle  Creek,  Ml  49016/616-961-2000 

892  KELLY  SERVICES  416      709  859 

999  West  Big  Beaver  Rd,  Troy,  Ml  48084/810-362-4444 
400  KERR-McGEE  521      947  461 


123  Robert  S,  Kerr  Ave,  Oklahoma  City,  OK  73102/405-270-1313 


34 


144  KEYCORP  207  89 

127  Public  Square,  Cleveland.  OH  441 14/216-689-3000 
99  KIMBERLY-CLARK  72  845 

551  Phelps  Dr,  Irving,  TX  75038/214-281-1200 

703  KING  WORLD  PRODUCTIONS  836  474 

1 700  Broadway,  New  York,  NY  100 1 9/2 12-3 1 5-4000 
838  KLA  INSTRUMENTS  844  575 

160  Rio  Robles,  San  Jose,  CA  95134/408-432-4200 
380  KMART  16  988 

3100  West  Big  Beaver  Rd,  Troy,  Ml  48084/810-643-1000 
364  KNIGHT  RIDDER  408  408 

One  Herald  Plaza,  Miami,  FL  33132/305-376-3800 
519  KOHL'S  523  725 

N54  W13600  Woodale  Dr,  Menomonee  Falls,  Wl  53051/414-783-5800 
689  KOMAG  862     555  860 

2/5  South  Hillview  Dr,  Milpitas,  CA  95035/408-946-2300 
284  KROGER  23  234 

1014  Vine  St,  Cincinnati,  OH  45202/513-762-4000 
894  KU  ENERGY  797  668 

One  Quality  St,  Lexington,  KY  40507/606-255-2 100 
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741   LA  QUINTA  INNS  890      783  795 

1 12  East  Pecan  St,  San  Antonio,  TX  78205/210-302-6000 
985  LABORATORY  CORP.  601      932  629 

4225  Executive  Square,  La  Jolla,  CA  92037/619-550-0600 
800  LAFARGE  591      483  646 

1 1 130  Sunrise  Valley  Dr,  Reston,  VA  22091/703-264-3600 
946  LAM  RESEARCH  687      520  833 

4650  Cushing  Pkwy,  Fremont,  CA  94538/510-659-0200 
864  LANCASTER  COLONY  749      694  931 

37  West  Broad  St,  Columbus,  OH  43215/614-224-7141 

729  LCI  INTERNATIONAL  802      785  836 

8180  Greensboro  Dr,  McLean,  VA  22102/703-442-0220 

631  LEAR  SEATING  261      604  467 

21557  Telegraph  Rd.  Southtield.  Ml  48034/810-746-1500 


936  LEE  ENTERPRISES  881      756  890 

215  North  Mam  St,  Davenport,  IA  52801/319-383-2100 
589  LEGGETT  &  PLATT  487      470  734 

One  Leggett  Rd.  Carthage.  MO  64836/417-358-8131 
472  LEHMAN  BROTHERS  368      301  18 

Three  World  Financial  Center,  New  York,  NY  10285/212-526-7000 

682  LEUCADIA  NATIONAL  587      667  353 

315  Park  Ave  South,  New  York,  NY  10010/212-460-1900 

698  LEXMARK  INTL.  GROUP        473      794  745 

55  Railroad  Ave,  Greenwich,  CT  06836/203-629-6700 
739  LG&E  ENERGY  608     625  519 

220  West  Main  St,  Louisville,  KY  40202/502-627-2000 
31    LILLY  (ELI)  182       46  162 

Lilly  Corporate  Center,  Indianapolis,  IN  46285/31 7-276-2000 
206  LIMITED  (THE)  151       69  355 

Three  Limited  Pkwy,  Columbus,  OH  43230/614-479-7000 
940  LIN  TELEVISION  941      832  869 

Four  Richmond  Square,  Providence,  Rl  02906/401-454-2880 
228  LINCOLN  NATIONAL  185      153  36 

1300  South  Clinton  St,  Fort  Wayne,  IN  46802/219-455-2000 
352  LINEAR  TECHNOLOGY  914      540  922 

1630  McCarthy  Blvd.  Milpitas,  CA  95035/408-432-1900 
505  LITTON  INDUSTRIES  339     449  508 

21240  Burbank  Blvd.  Woodland  Hills.  CA  91367/818-598-5000 
512  LIZ  CLAIBORNE  484     496  710 

1441  Broadway,  New  York,  NY  10018/212-354-4900 
80  LOCKHEED  MARTIN  25      115  128 

6801  Rockledge  Dr,  Bethesda,  MD  20817/301-897-6000 
635  LOCTITE  761      647  854 

Ten  Columbus  Blvd.  Hartford.  CT  06106/203-520-5000 
122  LOEWS  39       33  35 

667  Madison  Ave.  New  York,  NY  10021/212-545-2000 

846  LONE  STAR  STEAKHOUSE      910      801  943 

224  East  Dougias,  Wichita.  KS  67202/316-264-8899 
558  LONG  ISLAND  LIGHTING        367      241  181 

175  East  Old  Country  Rd,  Hicksville,  NY  1 1801/516-755-6650 
152  LORAL  198     219  320 

600  Third  Ave,  New  York,  NY  1 0016/2 1 2-69 7- 1 1 05 
746  LOUISIANA  LAND  748      890  688 

909  Poydras  St,  New  Orleans,  LA  70112/504-566-6500 

483  LOUISIANA-PACIFIC  396      959  488 

1 1 1 SW  Fifth  Ave,  Portland,  OR  97204/503-221-0800 
259  LOWE'S  169     322  431 

Hwy  268  East,  North  Wilkesboro,  NC  28659/910-651-4000 
345  LSI  LOGIC  637     305  625 

1551  McCarthy  Blvd.  Milpitas,  CA  95035/408-433-8000 
771  LTV  273      361  342 

25  West  Prospect  Ave,  Cleveland,  OH  44115/216-622-5000 
616  LUBRIZOL  545     435  685 

29400  Lakeland  Blvd.  Wickliffe,  OH  44092/216-943-4200 
546  LYONDELL  PETROCHEMICAL  250      192  506 

1221  McKinney  St,  Houston,  TX  77010/713-652-7200 
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740  MACROMEDIA  980  891 

600  Townsend  St.  San  Francisco,  CA  94103/415-252-2000 
MALLINCKRODT  GROUP        467  375 
7733  Forsyth  Blvd.  St  Louis,  MO  63105/314-854-5200 
MANOR  CARE  599  572 

10750  Columbia  Pike,  Silver  Spring,  MD  20901/301-681-9400 
508  MANPOWER  221      493  676 

5301  North  Ironwood  Rd,  Milwaukee,  Wl  53217/414-961-1000 
694  MANVILLE  404     432  408 

7 1 7 1 7th  St.  Denver.  CO  80202/303-978-2000 
680  MAPCO  343      688  561 

1800  South  Baltimore  Ave,  Tulsa,  OK  741 19/918-581-1800 
844  MARK  IV  INDUSTRIES  488      624  606 

501  John  James  Audubon  Pkwy,  Amherst,  NY  14228/716-689-4972 
208  MARRIOTT  INTERNATIONAL  133      295  409 
10400  Fernwood  Rd,  Bethesda,  MD  20817/301-380-3000 

178  marsh  &  Mclennan       300    185  395 

1 166  Ave  of  the  Americas,  New  York.  NY  10036/212-345-5000 
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MARSHALL  &  ILSLEY  705  370 

770  North  Water  St,  Milwaukee,  W!  53202/414-765-7700 
MARTIN  MARIETTA  MATERIALS  805  714 

2710  Wychff  Rd,  Raleigh,  NC  27607/919-781-4550 
MARVEL  ENTERTAINMENT    770  864 

387  Park  Ave  South,  New  York,  NY  10016/212-696-0808 

MASCO  386  354 

21001  Van  Born  Rd,  Taylor,  Ml  48180/313-274-7400 

MATTEL  314  205 

333  Continental  Blvd.  El  Segundo,  CA  90245/310-252-2000 
MAXIM  INTEGRATED  909  680 

120  San  Gabriel  Dr,  Sunnyvale,  CA  94086/408-737-7600 

MAY  DEPARTMENT  STORES  102  112 

611  Olive  St,  St.  Louis,  MO  63101/314-342-6300 

MAYTAG  375  940 

403  West  Fourth  St  North,  Newton,  IA  50208/515-792-8000 
MBIA  877  269 

113  King  St,  Armonk,  NY  10504/914-273-4545 
MBNA  426  209 

400  Christiana  Rd,  Newark,  DE  19713/800-362-6255 

McAFEE  ASSOCIATES  982  898 

27 10  Walsh  Ave.  Santa  Clara.  CA  95051/408-988-3832 

Mccormick  515  587 

18  Loveton  Circle,  Sparks,  MD  21152/410-771-7301 
McDERMOTT  INTL.  351  915 

1450  Poydras  St,  New  Orleans,  LA  70112/504-587-4411 

MCDONALD'S  120  42 

McDonald's  Plaza,  Oak  Brook,  IL  60521/708-575-3000 
MCDONNELL  DOUGLAS  68      986  2 

I.  S.  McDonnell  Blvd  &  Airport  Rd,  St.  Louis,  MO  63134/314-232- 
McGRAW-HILL  383     320  4 

1221  Ave  of  the  Americas,  New  York  NY  10020/212-512-2000 

MCI  COMMUNICATIONS         59      136  1 

1801  Pennsylvania  Ave  NW,  Washington.  DC  20006/202-872-16 
McKESSON  74     463  4: 

One  Post  St,  San  Francisco,  CA  94104/415-983-8300 
MCN  564  557 

500  Gnswold  St,  Detroit,  Ml  48226/313-256-5500 

MEAD  235  217 

Courthouse  Plaza  NE,  Dayton,  OH  45463/513-495-6323 

MEDAPHIS  874  922 

2700  Cumberland  Pkwy,  Atlanta.  GA  30339/770-319-3300 
MEDIA  GENERAL  792  772 

333  East  Grace  St,  Richmond.  VA  23219/804-649-6000 
MEDITRUST  945  515 

197  First  Ave,  Needham  Heights,  MA  02 194/61 7-433-6000 
MEDTRONIC  481  186 

7000  Central  Ave  NE,  Minneapolis,  MN  55432/612-574-4000 
MELLON  BANK  350  114 

Mellon  Bank  Center,  Pittsburgh.  PA  15258/412-234-5000 
MELVILLE  121  990 

OneTheall  Rd,  Rye,  NY  10580/914-925-4000 
MEMC  ELECTRONIC  MATERIALS  730  630 

501  Pearl  Dr,  St  Peters,  MO  63376/314-279-5500 
MERCANTILE  BANCORP.       620  333 
Mercantile  Tower,  St.  Louis,  MO  63166/314-425-2525 
MERCANTILE  BANKSHARES  855  577 
Two  Hopkins  Plaza.  Baltimore,  MD  21201/410-237-5900 
MERCANTILE  STORES  382  506 
9450  Seward  Rd,  Fairfield,  OH  45014/513-881-8000 
MERCK  48  9 
One  Merck  Dr,  White  House  Station,  NJ  08889/908-423-1000 
MERCURY  FINANCE             922  567 
40  Skokie  Blvd,  Northbrook,  IL  60062/847-564-3720 
MERCURY  GENERAL            800  620 
4484  Wilshire  Blvd,  Los  Angeles,  CA  90010/2 13-937- 1060 
MEREDITH                        729  806 
1716  Locust  St,  Des  Moines,  IA  50309/515-284-3000 

MERIDIAN  BANCORP  615  401 

35  North  Sixth  St,  Reading,  PA  19601/610-655-2000 
MERRILL  LYNCH  31  58 

250  Vesey  St,  New  York,  NY  1 0281/2 1 2-449- 1000 
MFS  COMMUNICATIONS       837  980 

3555  Farnam  St.  Omaha,  NE  68131/402-977-5300 
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tesponsive  Solutions- 
Raising  the  level  of 
:onfidence  as  fast  as  the 
svel  of  capital. 


• 


As  capital  markets  alternatives  become 
increasingly  more  complex,  the  search  for  appropriate 
financial  applications  may  be  more  of  a  challenge 
than  ever  before. 

At  First  Union  Capital  Markets  Group,  we  offer 
an  objective,  client-driven  approach  to  raising  capital. 
We  provide  the  industry  expertise,  the  strategic 
access  and  the  relationship  focus  that  result  in 
responsive  solutions. 


Perhaps  First  Union  should  be  on  your  short  list 
if  you're  looking  for  a  capital  markets  partner.  We'd 
like  the  opportunity  to  show  you  why. 


Capital  Markets  Group 


©1996  Rrst  Union  Corporation 


THE  BUSINESS  WEEK  1000 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
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MGIC  INVESTMENT  823      347  619 

250  East  Kilbourn  Ave.  Milwaukee.  Wl  53202/414-347-6480 
MGM  GRAND  784     802  729 

3799  Las  Vegas  Blvd  South,  Las  Vegas.  NV  89 109/702-891-3333 

MICRO  WAREHOUSE  629     809  944 

535  Connecticut  Ave,  Norwalk.  CT  06854/203-899-4000 

MICROCHIP  TECHNOLOGY     928     821  959 

2355  West  Chandler  Blvd,  Chandler,  AZ  85224/602-786-7200 

MICRON  ELECTRONICS        630     706  921 

900  East  Karcher  Rd,  Nampa,  10  83687/208-893-3434 
MICRON  TECHNOLOGY         319       68  436 
8000  South  federal  Way,  Boise.  10  83707/208-368-4000 
MICROSOFT  160       29  241 

One  Microsoft  Way.  Redmond,  WA  98052/206-882-8080 
MID  ATLANTIC  MEDICAL       710      745  945 
FourTatt  Court,  Rockville.  MD  20850/301-294-5140 
MIDAMERICAN  ENERGY       572     480  388 
666  Grand  Ave.  Des  Moines.  IA  50306/515-242-4300 

MILLIPORE  832     639  905 

80  Ashby  Rd.  Bedford.  MA  01730/6JJ-275-9200 
MINNESOTA  MINING  &  MFG.   76       47  163 

3M  Center.  St  Paul,  MN  55144/612-733-1 110 

MIRAGE  RESORTS  625     400  634 

3400  Las  Vegas  Blvd  South.  Las  Vegas,  NV  89109/702-791-7111 


19 


54 


MOBIL  6 

3225  Gallows  Rd,  Fairfax,  VA  22037/703-846-3000 
MOBILEMEDIA  934  954 

65  Challenger  Rd,  Ridgefield  Park,  NJ  07660/201-440-8400 
MOLEX  622  461 

2222  Wellington  Court.  Lisle.  IL  60532/708-969-4550 
MONEY  STORE  (THE)  863  790 

2840  Morris  Ave.  Union,  NJ  07083/908-686-2000 

MONSANTO  132  100 

800  North  Lindbergh  Blvd.  St  Louis.  MO  63167/314-694-1000 

MONTANA  POWER  712      758  509 

40  East  Broadway.  Butte,  MT  59701/406-723-5421 
MORGAN  (J.  P.)  71  48 

60  Wall  St.  New  York.  NY  10260/212-483-2323 
MORGAN  STANLEY  GROUP      NR  NR 

1585  Broadway.  New  York.  NY  10036/212-761-4000 

MORTON  INTERNATIONAL     331  228 

100  North  Riverside  Plaza.  Chicago,  IL  60606/312-807-2000 

MOTOROLA  21       32  97 

1303  East  Algonquin  Rd,  Schaumburg,  IL  60196/847-576-5000 

MURPHY  OIL  538     973  545 

200  Peach  St.  El  Dorado,  AR  71731/501-862-6411 

MYLAN  LABORATORIES        892  524 

130  Seventh  St,  Pittsburgh,  PA  15222/412-232-0100 
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134  NABISCO  HOLDINGS  146  237 

Seven  Campus  Or,  Parsippany,  NJ  07054/201-682-5000 
896  NABORS  INDUSTRIES  827  761 

515  West  Greens  Rd,  Houston,  TX  77067/713-874-0035 
554  NALCO  CHEMICAL  651  469 

One  Nalco  Center.  Naperville.  IL  60563/708-305-1000 
257  NATIONAL  CITY  399  162 

1900  East  Ninth  St.  Cleveland,  OH  44114/216-575-2000 

842  NATIONAL  FUEL  GAS  694  672 

Ten  Lafayette  Square.  Buffalo,  NY  14203/716-857-7000 

600  NATIONAL  SEMICONDUCTOR  41 8  249 

2900  Semiconductor  Dr,  Santa  Clara.  CA  95052/408-721-5000 
659  NATIONAL  SERVICE  INDS      497      593  746 

1420  Peachtree  St  NE,  Atlanta.  GA  30309/404-853-1000 
NATIONSBANK  55       23  7 

100  North  Tryon  St.  Charlotte,  NC  28255/704-386-5000 

NELLCOR  PURITAN  BENNETT  876  942 

4280  Hacienda  Dr.  Pleasanton.  CA  94588/510-463-4000 

323  NETSCAPE  COMMUNS.        983  931 

501  East  Middlefield  Pd.  Mountain  View.  CA  9-1043/415-254-1900 
942  NEVADA  POWER  773      674  596 

6226  West  Sahara  Ave,  Las  Vegas,  NV  89 1 02/702-367-5000 
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479  NEW  ENGLAND  ELECTRIC     457     339  351 

25  Research  Dr,  Westborough,  MA  01582/508-389-2000 
853  NEW  PLAN  REALTY  TRUST    967     732  829 

1120  Ave  of  the  Americas,  New  York,  NY  10036/212-869-3000 
790  NEW  WORLD  COMMUNS.      830     951  555 

3200  Windy  Hill  Rd,  Atlanta,  GA  30339/770-955-0045 
658  NEW  YORK  STATE  E&G        490     358  357 

4500  Vestal  Pkwy  East,  Binghamton.  NY  13902/607-762-7200 

467  NEW  YORK  TIMES  442     466  448 

229  West  43rd  St,  New  York,  NY  10036/212-556-1234 

295  NEWELL  430     326  474 

29  East  Stephenson  St,  Freeport,  IL  61032/815-235-4171 

238  NEWMONTGOLD  816     501  636 

1700  Lincoln  St,  Denver,  CO  80203/303-863-7414 

263  NEWMONT  MINING  815     539  637 

1700  Lincoln  St,  Denver,  CO  80203/303-863-7414 

419  NEXTEL  COMMUNICATIONS  954     979  339 

201  Route  17  North,  Rutherford,  NJ  07070/201-438-1400 
851  NGC  312     609  655 

13430  Northwest  Freeway.  Houston,  TX  77040/713-507-6400 
902  NIAGARA  MOHAWK  POWER  289     292  237 

300  Erie  Blvd  West,  Syracuse,  NY  13202/315-474-151 1 

770  NICOR  588     581  556 

1844  Ferry  Rd,  Naperville.  IL  60563/708-305-9500 

133  NIKE  218      151  442 

One  Bowerman  Dr.  Beaverton.  OR  97005/503-671-6453 

755  NINE  WEST  GROUP  NR       NR  742 

Nine  West  Broad  St,  Stamford,  CT  06902/203-324-7567 
501  NIPSCO  INDUSTRIES  535     373  412 

5265  Hohman  Ave,  Hammond,  IN  46320/2 19-853-5200 

713  NOBLE  AFFILIATES  870     918  777 

1 10  West  Broadway.  Ardmore.  OK  73401/405-223-41 10 
882  NORAM ENERGY  380     723  434 

1600  Smith,  Houston,  TX  77002/713-654-5100 
944  NORDSON  835     773  926 

28601  Clemens  Rd,  Westlake.  OH  44145/216-892-1580 
340  NORDSTROM  284     381  478 

1501  Fifth  Ave,  Seattle.  WA  98101/206-628-21 11 
113  NORFOLK  SOUTHERN  264      110  206 

Three  Commercial  Place,  Norfolk,  VA  23510/804-629-2600 
434  NORTHEAST  UTILITIES         302      231  216 

107  Selden  St,  Berlin,  CT  06037/413-785-5871 

366  NORTHERN  STATES  POWER  422     265  307 

414  Nicollet  Mall,  Minneapolis,  MN  55401/612-330-5500 
415  NORTHERN  TRUST  525     329  112 

50  South  La  Salle  St,  Chicago,  IL  60675/312-630-6000 
396  NORTHROP  GRUMMAN         177     288  340 

1840  Century  Park  East,  Los  Angeles,  CA  90067/310-553-6262 
314  NORTHWEST  AIRLINES        129     218  246 

5101  Northwest  Dr,  St.  Paul  MN  55111/612-726-2111 
94  NORWEST  159       71  32 

Sixth  St  S  Marquette  Ave,  Minneapolis,  MN  55479/612-667-1234 

287  NOVELL  495     233  538 

1555  North  Technology  Way,  Orem,  UT  84057/801-429-7000 
272  NUCOR  333     266  560 

2100  Rexford  Rd,  Charlotte,  NC  2821 1/704-366-7000 

47  NYNEX  80       61  83 

1095  Ave  of  the  Americas,  New  York,  NY  10036/212-395-1000 


962  OAK  TECHNOLOGY  944      804  963 

139  Kifer  Court,  Sunnyvale,  CA  94086/408-737-0888 

831  OAKLEY  955      829  996 

Ten  Holland  Or,  Irvine,  CA  92718/714-951-0991 
958  OAKWOOD  HOMES  737      780  848 

7025  Albert  Pick  Rd,  Greensboro,  NC  27417/910-664-2400 
171  OCCIDENTAL  PETROLEUM     107      147  125 

10889  Wilshire  Blvd,  Los  Angeles.  CA  90024/3 10-208-8800 
972  OCTEL  COMMUNICATIONS    866      837  935 

1001  Murphy  Ranch  Rd,  Milpitas,  CA  95035/408-321-2000 
376  OFFICE  DEPOT  227      475  514 

2200  Old  Germantown  Rd,  Delray  Beach,  FL  33445/407-278-4800 
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OFFICEMAX  427  NR 

3605  Warrensville  Center  Rd,  Shaker  Heights,  OH  44122/216-921 

OGDEN  470  911 

Two  Pennsylvania  Plaza,  New  York,  NY  10121/212-868-6000 
OHIO  CASUALTY  593  599 

136  North  Third  St,  Hamilton,  OH  45025/513-867-3000 
OHIO  EDISON  435  230 

76  South  Mam  St,  Akron,  OH  44308/216-384-5151 
OKLAHOMA  G&E  631  499 

101  North  Robinson,  Oklahoma  City,  OK  73102/405-553-3000 
OLD  KENT  FINANCIAL  671  456 

One  Vandenberg  Center,  Grand  Rapids,  Ml  49503/616-771-50C 

OLD  REPUBLIC  INTL.  541  340 

307  North  Michigan  Ave,  Chicago.  IL  60601/312-346-8100 

OLIN  361  459 

501  Merritt  Seven.  Norwalk.  CT  06851/203-750-3000 
OLSTEN  428  619 

175  Broad  Hollow  Rd.  Melville,  NY  11747/516-844-7800 

OMNICARE  895  873 

255  East  Fifth  St,  Cincinnati,  OH  45202/513-762-6666 
OMNICOM  GROUP  459  458 

437  Madison  Ave,  New  York,  NY  10022/212-415-3600 

OMNIPOINT  NR  NR 

2000  North  14th  St,  Arlington,  VA  22201/703-522-7778 
ORACLE  330  157 

500  Oracle  Pkwy,  Redwood  Shores,  CA  94065/415-506-7000 
ORNDA  HEALTHCORP  505  671 

3401  West  End  Ave,  Nashville.  TN  37203/615-383-8599 
ORYX  ENERGY  666  421 

13155  Noel  Rd.  Dallas,  TX  75240/214-715-4000 
OUTBACK STEAKHOUSE       807  769 
550  North  Reo  St.  Tampa.  FL  33609/813-282-1225 
OWENS  CORNING  317  316 

Fiberglas  Tower.  Toledo.  OH  43659/419-248-8000 

OWENS-ILLINOIS  301  404 

One  Seagate,  Toledo,  OH  43666/419-247-5000 

OXFORD  HEALTH  PLANS       529     779  t 

800  Connecticut  Ave,  Norwalk,  CT  06854/203-852-1442 


617  PACCAR  256      287  ■ 

777  106th  Ave  NE,  Bellevue,  WA  98004/206-455-7400 
523  PACIFIC  ENTERPRISES        451      357  ; 

555  West  Fifth  St,  Los  Angeles.  CA  90013/213-895-5000 
111  PACIFIC  GAS  &  ELECTRIC      123  45 

77  Beale  St.  San  Francisco,  CA  94105/415-973-7000 
101  PACIFIC  TELESIS  GROUP      130       64  1 

130  Kearny  St,  San  Francisco,  CA  94108/415-394-3000 
420  PACIFICARE  HEALTH  286      526  E 

5995  Plaza  Dr,  Cypress,  CA  90630/714-952-1121 

223  PACIFICORP  340     150  1 

700  NE  Multnomah.  Portland,  OR  97232/503-731-2000 

448  PAGING  NETWORK  851      957  1 

4965  Preston  Park  Blvd,  Piano.  TX  75093/214-985-4100 
591   PAINEWEBBER  GROUP         226  655 

1285  Ave  of  the  Americas,  New  York,  NY  10019/212-713-2000 

387  PALL  726     485  1 

2200  Northern  Blvd,  East  Hills.  NY  1 1548/516-484-5400 

401   PANAMSAT  975      894  E 

One  Pickwick  Place,  Greenwich,  CT  06830/203-622-6664 

302  PANENERGY  248     240  2 

5400  Westheimer  Ct,  Houston,  TX  77056/713-627-5400 
502  PARAMETRIC  TECHNOLOGY  884      616  E 

128  Technology  Dr,  Waltham,  MA  02154/617-398-5000 
471   PARKER  HANNIFIN  338      303  E 

17325  Euclid  Ave,  Cleveland.  OH  44112/216-531-3000 

923  PAUL  REVERE  575      640  2 

18  Chestnut  St,  Worcester,  MA  01608/508-799-4441 

477  PAYCHEX  924      810  9 

911  Panorama  Trail  South,  Rochester,  NY  14625/716-385-6666 

205  PECO  ENERGY  277      119  1 

2301  Market  St.  Philadelphia,  PA  19101/215-841-4000 
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food   for  thought 


You  might  as  well  try  to  grow 
crops  on  Wall  Street. 

Beneath  America's  topsoil  is  a  layer  of  hard  earth 
that's  just  about  as  fertile  as  pavement. 

That's  why  our  ability  to  grow  food  is  tied  so  closely 
to  protecting  that  precious  topsoil,  and  why  American 
farmers  are  leading  the  way  by  practicing  no-till  farming 
and  other  soil  conservation  practices. 

ADM  strongly  supports  farmers  and  their  co-ops  in  all 
their  conservation  efforts.  Because  if  there's  no  topsoil. 
there's  no  future. 

ADM 


Supermarket  to  the  world 
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112  PENNEY  (J.  C.)  30       82  130 

6501  Legacy  Dr.  Piano,  TX  75024/214-431-1000 

637  PENNZOIL  432     982  399 

700  Milam  St,  Houston.  TX  77002/713-546-4000 

967  PENTAIR  609     747  728 

1500  County  Rd  B2  West,  St.  Paul,  MN  55113/612-636-7920 
901  PEOPLES  ENERGY  681      693  628 

130  East  Randolph  Or,  Chicago,  IL  60601/312-240-4000 
458  PEOPLESOFT  937     857  972 

4440  Rosewood  Or,  Pleasanton,  CA  94588/510-225-3000 

629  PEP  BOYS  580     652  702 

3111  West  Allegheny  Ave,  Philadelphia.  PA  19132/215-229-9000 

12  PEPSICO  18       37  85 

700  Anderson  Hill  Rd,  Purchase.  NY  10577/914-253-2000 
590  PERKIN-ELMER  669     685  797 

761  Main  Ave,  Norwalk,  CT  06859/203-762-1000 

913  PERRIGO  766     820  884 

515  Eastern  Ave.  Allegan,  Ml  49010/616-673-8451 
642  PETSMART  685     928  911 

10000  North  31st  Ave,  Phoenix,  AZ  65051/602-944-7070 
20  PFIZER  116       40  183 

235  East  42nd  St,  New  York,  NY  10017/212-573-2323 
49  PHARMACIA  &  UPJOHN        168      101  202 

7000  Portage  Rd,  Kalamazoo,  Ml  49001/616-323-4000 
308  PHELPS  DODGE  278       97  379 

2600  North  Central  Ave,  Phoenix,  AZ  85004/602-234-8100 
5  PHILIP  MORRIS  10         4  40 

120  Park  Ave,  New  York,  NY  10017/212-880-5000 

138  PHILLIPS  PETROLEUM  82      161  194 

Fourth  &  Keeler  Sts,  Bartlesville,  OK  74004/918-661-6600 
672  PHYCOR  885     879  870 

30  Burton  Hills  Blvd.  Nashville,  TN  37215/615-665-9066 
870  PICTURETEL  908     889  965 

222  Rosewood  Dr,  Oanvers,  MA  01923/508-762-5000 
486  PINNACLE  WEST  CAPITAL     543     330  288 

400  East  Van  Buren  St,  Phoenix,  AZ  85004/602-379-2500 
289  PIONEER  HI-BRED  INTL.       571      377  682 

400  Locust  St,  Des  Moines,  IA  50309/51 5-248-4800 
175  PITNEY  BOWES  324     184  264 

One  Elmcroft  Rd.  Stamford,  CT  06926/203-356-5000 
975  PITTSTON  BRINK'S  GROUP    760     784  919 

100  First  Stamford  Place.  Stamford,  CT  06912/203-978-5200 
988  PITTWAY  716     823  864 

200  South  Wacker  Dr,  Chicago,  IL  60606/312-831-1070 

999  PIXAR  988     923  986 

1001  West  Cutting  Blvd.  Richmond.  CA  94804/510-236-4000 

679  PMI  GROUP  898     494  719 

601  Montgomery  St,  San  Francisco,  CA  94111/415-788-7878 

115  PNC  BANK  195      183  31 

Fifth  Ave  S  Wood  St,  Pittsburgh.  PA  15265/412-762-2000 
885  POGO  PRODUCING  961      907  948 

Five  Greenway  Plaza,  Houston,  TX  77046/713-297-5000 
578  POLAROID  465     975  550 

549  Technology  Square,  Cambridge,  MA  02139/617-386-2000 

955  POLICY  MGMT.  SYSTEMS     854     920  891 

I-77  8  U  S  21  North,  Blythewood,  SC  29016/803-735-4000 

696  PORTLAND  GENERAL  703     617  440 

121  SW  Salmon  St.  Portland.  OR  97204/503-464-8820 

852  POTLATCH  559     550  554 

One  Maritime  Plaza.  San  Francisco,  CA  941 1 1/415-576-8800 

389  POTOMAC  ELECTRIC  POWER  51 1      603  285 

1900  Pennsylvania  Ave  NW,  Washington.  DC  20068/202-872-2000 

326  PP&L RESOURCES  409     212  236 

Two  North  Ninth  St,  Allentown,  PA  18101/610-774-5151 

143  PPG  INDUSTRIES  170       94  310 

One  PPG  Place, Pittsburgh,  PA  15272/412-434-3131 
264  PRAXAIR  362      277  404 

39  Old  Ridgebury  Rd,  Danbury,  CT  05810/203-837-2000 
381  PREMARK  INTERNATIONAL   322     282  525 

1717  Deerfield  Rd,  Deerfield,  IL  60015/847-405-6000 
463  PREMIER  INDUSTRIAL         741      538  897 

4500  Euclid  Ave,  Cleveland,  OH  44103/216-391-8300 
712  PRESSTEK  985     921  1000 

Eight  Commercial  St.  Hudson,  NH  03051/603-595-7000 


710  PRICE  (T.ROWE)  886     676  942 

100  East  Pratt  St.  Baltimore.  MD  21202/410-547-2000 
363  PRICE/COSTCO  40     332  362 

999  Lake  Dr,  Issaquah,  WA  98027/206-803-8100 
10  PROCTER  &  GAMBLE  15       12  78 

One  Procter  &  Gamble  Plaza,  Cincinnati,  OH  45202/513-983-1100 
370  PROGRESSIVE  378     289  343 

6300  Wilson  Mills  Rd,  Mayfield  Village,  OH  44143/216-461-5000 
772  PROMUS  HOTEL  936     814  908 

785  Crossover  Lane,  Memphis,  TN  381 1 7/901-680-7200 

945  PROTECTIVE  LIFE  728     675  281 

2801  Hwy  280  South,  Birmingham,  AL  35223/205-879-9230 
708  PROVIDENT  425     528  139 

One  Fountain  Square,  Chattanooga,  TN  37402/423-755-1011 

300  PROVIDIAN  341      216  80 

400  West  Market  St,  Louisville,  KY  40202/502-560-2000 
821  PRUDENTIAL  REINSURANCE  714     926  376 

100  Mulberry  St,  Newark,  NJ  07102/201-802-6000 

533  PS  OF  COLORADO  477     386  397 

1225  17th  St.  Denver,  CO  80202/303-57 1-751 1 
180  PUBLIC  SERVICE  ENT.  199      111  134 

80  Park  Plaza,  Newark,  NJ  07101/201-430-7000 
683  PUGET  SOUND  POWER         658     467  452 

411  108th  Ave  NE,  Bellevue,  WA  98004/206-454-6363 


282  QUAKER  OATS  202      107  368 

321  North  Clark  St,  Chicago,  IL  60610/312-222-7111 
473  QUALCOMM  879     842  785 

6455  Lusk  Blvd,  San  Diego,  CA  92121/619-587-1121 
796  QUESTAR  809     648  672 

180  East  First  St  South,  Salt  Lake  City.  UT  84111/801-534-5000 

802  QUINTILES  TRANSNATIONAL  962     905  975 

1007  Slater  Rd,  Durham,  NC  27703/919-941-2888 

859  QUORUM  HEALTH  GROUP     702     742  782 

105  Continental  Place,  Brentwood,  TN  37027/615-371-7979 


182 
427 
941 
100 
251 
860 
583 
560 
646 
532 
362 
610 
7  54 
695 
373 
146 
464 


370 


690 
661 
279 
578 
880 
654 


RALSTON  PURINA  175  226 

901  Chouteau  Ave,  St.  Louis,  MO  63102/314-982-1000 
RAYCHEM  560  726 

300  Constitution  Dr,  Menlo  Park,  CA  94025/415-361-3333 

RAYONIER  640  453 

1 177  Summer  St,  Stamford,  CT  06905/203-348-7000 
RAYTHEON  97  87 

141  Spring  St,  Lexington,  MA  02173/617-862-6600 
READER'S  DIGEST  360  302 

Reader's  Digest  Rd,  Pleasantville,  NY  10570/914-238-1000 
READING  &  BATES  943  892 

901  Threadneedle.  Houston,  TX  77079/713-496-5000 
REEBOK  INTERNATIONAL      329  414 
100  Technology  Center  Dr,  Stoughton,  MA  02072/617-341-5000 
REGIONS  FINANCIAL  670     392  170 

417  North  20th  St,  Birmingham,  AL  35203/205-326-7100 
RELIASTAR  FINANCIAL        480     403  145 
20  Washington  Ave  South,  Minneapolis.  MN  55401/612-372-5432 

REPUBLIC  INDUSTRIES        932     875  929 

200  East  Las  Olas  Blvd.  Ft.  Lauderdale.  FL  33301/305-627-6000 
REPUBLIC  NEW  YORK  391      251  52 

452  Fifth  Ave,  New  York,  NY  10018/212-525-5000 
REVCOD.S.  251      704  547 

1925  Enterprise  Pkwy,  Twinsburg,  OH  44087/216-425-9811 
REVLON  500     955  679 

625  Madison  Ave,  New  York,  NY  10022/212-527-4000 
REYNOLDS  &  REYNOLDS      717     653  835 
115  South  Ludlow  St.  Dayton.  OH  45402/513-443-2000 

REYNOLDS  METALS  164      191  267 

6601  West  Broad  St,  Richmond.  VA  23230/804-281-2000 

RHONE-POULENC  RORER      239     206  356 

500  Areola  Rd,  Collegeville.  PA  19426/610-454-8000 

RITE  AID  224     431  489 

30  Hunter  Lane,  Camp  Hill.  PA  17011/717-761-2633 


784  RIVERWOOD  INTL.  618     808  I 

3350  Cumberland  Circle,  Atlanta,  GA  30339/770-644-3000 
139  RJR  NABISCO  HOLDINGS        54  121 

1301  Ave  of  the  Americas,  New  York,  NY  10019/212-258-5600 

847  ROBERT  HALF  INTL.  821      824  £ 

2884  Sand  Hill  Rd.  Menlo  Park,  CA  94025/415-854-9700 
98  ROCKWELL  INTERNATIONAL    79       93  1 

2201  Seal  Beach  Blvd,  Seal  Beach,  CA  90740/310-797-3311 

276  ROHM  &  HAAS  293     248  ( 

100  Independence  Mall  West,  Philadelphia,  PA  19106/215-592 
978  ROUSE  803     914  i 

10275  Little  Patuxent  Pkwy.  Columbia,  MD  21044/410-992-60( 

726  ROYAL  CARIBBEAN  CRUISES  656     439  E 

1050  Caribbean  Way,  Miami,  FL  33132/305-539-6000 

886  RPM  677     735  1 

2628  Pearl  Rd.  Medina,  OH  44258/216-273-5090 
297  RUBBERMAID  450     751  ( 

1147  Akron  Rd,  Wooster,  OH  44691/216-264-6464 
899  RUSSELL  662     766  j 

755  Lee  St,  Alexander  City,  AL  35010/205-329-4000 
580  RYDER  SYSTEM  237     430  i 

3600  NW  82nd  Ave,  Miami,  FL  33166/305-593-3726 


286  SAFECO  295      188  1 

433  Brooklyn  Ave  NE,  Seattle,  WA  98185/206-545-5000 
200  SAFEWAY  51      225  2 

201  Fourth  St,  Oakland,  CA  94660/510-891-3000 
266  SALLIE  MAE  290  203 

1050  Thomas  Jefferson  St  NW,  Washington,  DC  20007/202-333 
318  SALOMON  134  164 

Seven  World  Trade  Center,  New  York,  NY  10048/212-783-7000 
565  SANTA  FE  PACIFIC  GOLD       907     827  j 

6200  Uptown  Blvd  NE,  Albuquerque,  NM  87110/505-880-5300 

72  SARA  LEE  41       81  1 

Three  First  National  Plaza.  Chicago,  IL  60602/312-726-2600 
30  SBC  COMMUNICATIONS        88       26  1 

175  East  Houston,  San  Antonio.  TX  78205/210-821-4105 

432  SCANA  616     390  S 

1426  Main  St,  Columbia,  SC  29201/803-748-3000 
933  SCHERER  (R.P.)  843     795  £ 

2075  West  Big  Beaver  Rd,  Troy.  Ml  48084/810-649-0900 

53  SCHERING-PLOUGH  240       63  ! 

One  Giralda  Farms,  Madison,  NJ  07940/201-822-7000 

59  SCHLUMBERGER  153      117  2 
277  Park  Ave,  New  York,  NY  10172/212-350-9400 

888  SCHOLASTIC  746     815  £ 

555  Broadway.  New  York,  NY  10012/212-343-6100 

293  SCHWAB  (CHARLES)  606     394  2 

101  Montgomery  St,  San  Francisco,  CA  94104/415-627-7000 

893  SCI  SYSTEMS  327     740  1 

2101  West  Clinton  Ave,  Huntsville,  AL  35805/302-998-0592 
788  SCIENTIFIC-ATLANTA  664     799  £ 

One  Technology  Pkwy  South,  Norcross,  GA  30092/770-903-500( 
365  SCRIPPS  (E.W.)  686     606  E 

1 105  North  Market  St,  Wilmington,  DE  19801/302-478-4141 
191  SEAGATE  TECHNOLOGY        220      189  A 

920  Disc  Dr,  Scotts  Valley,  CA  95066/408-438-6550 
820  SEALED  AIR  783      775  S 

Park  80  East,  Saddle  Brook,  Nl  07663/201-791-7600 

60  SEARS, ROEBUCK  14  66 
3333  Beverly  Rd.  Hoffman  Estates,  IL  60179/847-286-2500 

732  SECURITY  CAPITAL  INDL.  960  791 
14100  East  35th  Place,  Aurora,  CO  80011/303-375-9292 

699  SECURITY  CAPITAL  PACIFIC  930  646 
7777  Market  Center  Ave,  El  Paso. TX  79912/915-877-3900 

717  SENSORMATIC  ELECTRONICS  699  946 
95 1  Yamato  Rd,  Boca  Raton,  FL  33431/407-989-7000 

244  SERVICE  CORP.  INTL.  548  374 

1929  Allen  Pkwy,  Houston,  TX  77019/713-522-5141 

397  SERVICEMASTER  354  396 

2300  Warrenville  Rd,  Downers  Grove,  IL  60515/708-271-1300 
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indless  meetings  in  Munich, 
bu  get  to  Delhi  and  it's  the 
ainy  season.  Difficult  clients 
i  Milan  and  Prague.  Yet, 
omehow  you  remember  i 
s  an  unusually  good  trip. 


ON  THE  MONEY 


Buyer's  Resource- 


American  Easles 


To  all  those  customers  who  helped  SGS-THOMSON  Microelectronics 
make  1995  another  year  of  steady  growth,  we'd  like  to  say 


iS-THOMSON  has  recorded  yet  another  year  of  steady  and 
xessive  growth,  once  again  outpacing  the  rate  of  growth  in 
■  served  markets.  Net  revenues  are  up  34%  to  $3,554  billion, 
ile  earnings  have  risen  from  $362.5  million  to  $526.5  million. 
)ur  continued  growth  is  no  accident.  We're  successful,  in  large, 
:ause  of  strong  working  partnerships  with  the  customers  we 
ve.  Fully  51%  of  SGS-THOMSON's  business  is  devoted  to 
ividing  those  customers  with  differentiated  products  — 
;rocontrollers,  Semicustom  ICs  and  ASSPs/Dedicated  ICs. 
ice  these  complex  devices  contain  a  high  level  of  customer 
;tem  architecture,  they  can  only  be  designed  and  built  with  the 
se  cooperation  of  both  partners. 

5GS-THOMSON,  from  its  side,  intelligently  drives  advances  in 
hnology  and  production  capacity  build-up,  based  on  clearly 
ined  customer  needs.  New  products  are  planned  and  capital 
nvested  to  satisfy  customer-driven  demands.  This  firm 
ximitment  to  common  objectives  results  in  a  win-win  situation 
both  parties. 

ks  we  enter  1996,  our  financial  course  remains  steady.  We  have 
/ell-positioned  portfolio,  a  diversified  sales  base  —  both  by  end 
irkets  and  geographically  —  and  significant  financial  flexibility 
sed  on  a  very  strong  balance  sheet.  However,  our  most 
)ortant  bottom  line  will  always  remain  the  satisfaction  of  our 
;tomers. 

)ur  continued  success  has  renewed  and  strengthened  our 
jication  to  all  whom  we  have  had  the  privilege  to  serve. 
)nce  again,  thank  you. 


Net  Revenues:  Millions  of  Dollars 


Net  Earnings:  Millions  of  Dollars 


1995  Sales  By  Region 


USA  24% 


Japan  4% 


1995  Sales  By  Product  Group 

Differentiated 

Products  51%     Logic  & 

Memories  24% 


Europe  46% 


Standard  & 
Commodity  ICs  9% 


57, 


Service  and  Technology 


£71 


SGS-THOMSON 


fy  t '.  SGS-THOMSON  Microelectronics  GROUP  OF  COMPANIES:  Australia  -  Brazil  •  Canada  -  China  -  France  • 
Germany  -  Hong  Kong  -  Italy  -  Japan  -  Korea  -  Malaysia  -  Malta  -  Morocco  •  The  Netherlands  -  Singapore  ■ 
Spain  -  Sweden  -  Switzerland  -  Taiwan  -  Thailand  -  United  Kingdom  -  USA 


STM 


Social  Issues 


CORPORATE  CULTURE 


A  NEW  DENNY'S- 
DINER  BY  DINER 

A  sweeping  overhaul  chips  away  at  the  company's  racist  past 


When  Charles  E.  Davis  bought  a 
Denny's  Inc.  restaurant  in 
Syracuse,  N.  Y.,  last  year,  he 
knew  many  blacks  wouldn't 
readily  stroll  through  the  door.  Denny's, 
everyone  assumed,  was  racist.  So  Davis 
traveled  the  city's  bars  and 
churches  and  got  a  well-con- 


African  Americans  to  prepay  dinner 
bills.  Just  one  of  the  chain's  512  fran- 
chises was  minority-owned.  Denny's 
money-losing  parent,  Flagstar  Cos.,  paid 
$54  million  in  1994  to  settle  two  civil 
rights  class  actions. 


DENNY'S  REPORT  CARD 


ROOM  AT  THE  TABLE:  New  franc  hi 
Davis  has  doubled  black  business 

But  a  sweeping  cultural  overhau 
transformed  the  restaurant  comj 
Senior  management  no  longer  is  thi 
elusive  preserve  of  white  men.  £ 
managers'  pay  is  linked  to  divei 
goals,  and  African  Americans  ow 
franchises.  Flagstar  Chairman  and 
James  B.  Adamson  has  consolidate 
thority  for  restaurant  operations, 
ting  strict  rules  and  sending  a  < 
warning  to  employees  and  franch 
alike:  "If  you  discriminate,"  he  i 
"you're  history." 

NO  TIME  TO  WASTE.  It's  a  blunt  i 
date,  and  not  everyone  has  bought  : 
former  Denny's  manager  says  n 
whites  resented  mandatory  dive: 
training  and  felt  they  had  to  "bite 
tongues"  when  black  customers  cha 
them  with  discrimination.  Eigh 
Flagstar's  12  top  executives — all  v 
males — have  left  the  company.  I 
Adamson's  management  committer 
eludes  a  Hispanic  American  male, 
white  women,  and  a  black  woman 
newly  created  position  responsibh 
diversity  initiatives. 

Adamson,  the  widely  respected 
mer  Burger  King  Corp.  ceo  wh( 
rived  at  Flagstar  early  last  year, 
set  the  tone.  He  recently  fired  off  i 
ter  to  the  local  Greenville  News  pre 
ing  its  use  of  a  stereotypical  Qlu 
tion  of  a  black  waitress.  On  empl 
resistance:  "Some  people  just  ain't 
able,  they  won't  get  it,  and  I  don't 
time  to  waste  on  them."  On  Flags 
landmark  1993  deal  with  the  naacp 
laid  out  hiring  and  purchasing  goals 
former  management  thought  they  1 
signing  a  solution,  that's  idiotic." 
The  naacp  pact  simply  was  too  t 
a  start,  Adamson  says, 
change,  rather,  required  r 


nected  black  public-relations 
man  to  introduce  him  to  local 
Urban  League  and  NAACP 
ficials.  He  bought  airtime  on 
black  radio  stations,  set  up  a 
youth  mentoring  program,  and 
ran  ads  in  fraternity  and 
si  ir<  irity  publications — and 
black  business  has  more  than 
doubled.  "Every  opportunity 
I  got,  I  was  telling  people  that 
Denny's  was  in  town  with  a 
new  attitude,"  he  says. 

That's  1      sure.  Just  two 


An  assessment  of  progress  in  rooting  out  racism  at  the 


gritty  reengineering  of 
nv's  kitchens  and 


f  restaurant  chain  and  its  parent,  Flagstar  Cos.  With  little  centralized  r 


culture  A  Huge  changes.  Evidence  of  bigotry  brings 
termination;  a  monitor  tracks  civil  rights  charges;  a 
complaint  number  is  posted  in  restaurants. 

CONTRACTING  A-  Minority  suppliers  will  get  $50  million 
of  business  this  year,  12%  of  total.  Some  outsiders  say 

the  company  could  be  more  responsive.  prepay  requirements,  the 

franchising  B-  Three  years  ago,  there  was  one  minority    Pan-V  savs'  1-ePresented 
Denny's  franchisee.  Now,  27  of  the  chain's  600  fran- 
chised  restaurants  are  black-owned.  But  the  number  is 


agement,  managers  of  Dei 
933  company-owned  res 
rants  historically  had 
things  their  own  way.  Th< 
suit:  both  blatant  and  cc 
racism.  The  "black-outs" 


agers'  attempts  to  stem  k 
from  customers  who  left  1 
restaurants  without  payii 


years  ago,  I  nny's 
was  a  snow-white  export  of 
the  Old  South.  Some  man- 
agers routinely  barred  black 
customers;  others  required 


'Tuau  7"    far  higher  at  McDonald's  and  Burger  King.  tZaT  1  T 

Inc.  still   -  -  -   Did  headquarters  encou 


management  c  Anything  would  have  been  an  improve- 
ment. Minorities  account  for  two  directors  and  two  senior 
execs — but  just  5%  of  managing  partners  are  black. 


such  practices?  Flagstar 
not.  Its  solution,  though,  c 
ly  is  aimed  at  educating 
restaurant  managers  and  1 
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133MHz  IN  FULL  MOTION. 


IT  DISPLAY 

3li  n  brilliant  colors  sprine,  to 
I  on  «  display  so  large,  it  ritwls 
Mop  monitors.  And  1024  x  768 
olution  provides  the  sharpest 
ages  ever  found  in  <i  portable. 


NEW  TECHNOLOGY 


133MHz  PENTIUM 
TECHNOLOGY 

Tecru  combines  the  fastest  notebook 
processor  available  today  with  PCI 
architecture,  a  256KB  level  2  cixehe 
and  EDO  memory  expandable  to  144MB 


NEW  TECHNOLOGY 


CARDBUS 

Tecra's  two  PC  Can!  slots  support  16-bit 
PC  Cards  and  arc  Zoomed  Video  IZV) 
and  32-bit  CardBus  ready 


NEW  TECHNOLOGY 


FULL-MOTION  VIDEO 

The  new  HiQVideo'  PC/ graphics  controller  and 
Zoomed  Video  give  you  full-screen,  full-motion 
video  and  an  amazing  depth  of  color. 


BUILT-IN  28.8Kbps 

MODEM  A  built-in  28.8Kbps 

data.      modem,  lull-duplex  spealcerphone 
and  RJ 1 1  phone  jack  put  a  world  of  advanced 
communication  features  at  your  fingertips. 


NEW  TECHNOLOGY 


6X  CD-ROM 

Get  50%  more  speed  than  4X  CD-ROMs. 
Or,  using  Toshiba's  SelectBaj"  interchange 
the  CD-ROM  drive  with  the  /loppy  disk 
drive  in  sounds 


■4 

r 

»**e1' 

HE  NEW  TECRA .  THE  NEWEST  TECHNOLOGY.  Tecra  combines  the  brand  new  1 33MH:  mobile  Pentium" 

•ocessor  with  screaming-fast  PCI  architecture  and  a  massive  hard  drive.  Add  to  that  the  optional  Desk  Station  V  Plus  for 
te  ultimate  in  docking  expansion  capabilities  and  you've  got  a  system  that  will  put  you  in  hill  motion  instantly.  For  more 
[formation  visit  the  Toshiba  website  at  http://www.toshiba.com,  or  for  a  dealer  near  you,  call  1-800-457-7777. 


Tecra 

720CDT 

•  1024  x  768  resolution 

710CDT 

•  800  x  600  resolution 

BOTH  MODELS 

•  12.1"  dia.  color  active  matrix  display 

•  133MH:  Intel  Pentium"  Processor  (2.9v) 
with  256KB  of  level  2  cache 


•  16MB  of  high  speeJ  EDO  memory 
(expandable  to  144MB) 

•  Removable  1 .2  billion  byte  (=1 .1 3GB)  HDD 

•  PCI  system-bus  architecture 

•  HiQVideo^  multimedia  PCI  graphics  controller 
with  64-bit  BitBLT  acceleration 

•  Modular  6X  CD-ROM  drne 

•  Lithium  Ion  battery 

•  Integrated  28,8Kbps  data/lax  modem  with 
telephony  capabilities 


•  16-bit  Sound  Blaster"  Pro  compatible  audio  system 

•  Supports  rwo  Type  11  or  one  Type  III  16-bit 
PC  Card(s);  ZV  card  and  32-bit  CardBus  ready 

■  Infrared  data  port  (IrDA-compliant) 

•  Optional  De-k  Station "  V  Plus  docking  station 

•  Optional  NoteDock"  II  Enhanced  Port  Replicator 

•  Pre-installed  software  Windows*  95  or  MS-DOS5 
with  Windows"  for  Workgroups,  lndeo"  video,  and 
Synchro"  Multimedia  Connect" 

•  3-year  limited  warranty 


•  Toll-free  technical  support  - 
7  days  a  week,  24  hours  a  day 

Designedjor 


Microsoft* 
Windowss95 


In  Touch  with  Tomorrow 

TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 

01996  Toshiba  America  Information  Systems,  Inc.  All  specifications  and  availability  are  suhject  to  change.  All  products  indicated  by  trademark  symbols  are  rrademarked  and/or 
registered  by  their  respective  companies.  Intel  Inside  and  Pentium  Processor  Lo^os  are  trademarks  of  Intel  Corporation.  Intel  ProShare  software  courtesy  of  Intel  Corporation. 


Media 


Flagstar  supervisors.  Adamson  replaced 
regional  and  district  managers  with  one 
layer  of  300  managing  partners  over- 
seeing company-owned  units  and  22 
franchise  managers.  Representatives 
meet  quarterly  with  Denny's  President 
C.  Ronald  Petty  to  discuss  operations 
and  strategy;  this  spring,  Petty  will 
start  hourlong  weekly  satellite  broad- 
casts to  all  managers.  Franchisees  get 
monthly  memos  on  corporate  policies. 
And  12.5%  of  managers'  bonuses  is  tied 
to  diversity  hiring  and  promotions. 
WEAK  SPOTS.  At  the  home  office, 
African  Americans  now  account  for  17% 
of  Flagstar's  managers,  and  minority  pur- 
chasing contracts  exceed  $50  million,  four 
years  ahead  of  the  naacp  goal.  Whether 
such  changes  attract  black  diners  is  un- 
clear, since  Flagstar  only  recently  began 
tracking  demographic  trends.  But  Den- 
ny's 1995  same-store  sales  were  up  0.9%, 
while  its  peers  struggled. 

Denny's  cultural  reformation  has 
weak  spots.  Of  its  new  managing  part- 
ners, only  5%  are  black.  Some  restau- 
rant owners  argue  that  targeted  mar- 
keting funds — such  as  $500,000  spent  to 
sponsor  Soul  Train's  25th-anniversary 
TV  special — could  be  better  used  to  help 
finance  more  minority  franchises,  whose 
numbers  still  lag  those  of  rival  chains. 
And  Ronald  McPherson,  president  of 
the  Santa  Clara  County  Black  Cham- 
ber of  Commerce,  says  he  hasn't  heard 
from  Flagstar  eight  months  after  he  in- 
quired on  behalf  of  members  interested 
in  becoming  suppliers.  "Given  their  his- 
tory, you  would  think  they  would  get 
back  to  me  right  away,"  he  says. 

Given  Denny's  past,  indeed,  every 
transaction  can  come  under  scrutiny. 
Miles  Holland,  a  black  franchisee  in 
southern  California,  hosts  black  frater- 
nity meetings  at  his  restaurants.  But 
the  resulting  goodwill  didn't  stop  a  black 
customer  from  crying  discrimination 
when  a  cashier  marked  his  $100  hill  to 
be  checked  for  counterfeiting — but  not  a 
white  patron's  $20  bill.  The  cashier  calm- 
ly explained  the  policy  to  mark  only 
large  bills.  "Now,  once  a  question  is 
raised,  we  have  to  answer  it  politely, 
calmly,  not  defensively,"  Holland  says. 
"If  not,  you're  skating  on  thin  ice." 

Slowly,  diner  by  diner,  Denny's  is 
breaking  down  its  racist  reputation.  Cer- 
tainly, "mere  exhortations  and  structur- 
al changes  will  not  generate  attitude 
changes,"  observes  Hayagreeva  Rao,  as- 
sociate professor  at  Emory  University. 
Adamson  knows  a  transformation  won't 
come  overnight.  But  he  won't  tolerate 
any  \  'Stige  of  the  old  status  quo,  ei- 
ther. H  iw  to  end  racism?  "You  hit  peo- 
ple in  tin  face,  and  then  it  becomes 
natural,"  h<  says.  Or  you  fire  them. 

By  Nicole  Harris 
in  Spartanburg,  S.  C. 


DEALS 


CAN  RUPERT 
CONQUER  EUROPE? 

A  new  deal  gives  him  a  piece  of  the  prize  market,  Germa 


Over  grilled  salmon 
at  London's  Ritz 
Hotel,  Rupert  Mur- 
doch had  just 
clinched  another  mega- 
deal,  and  now  he  needed 
to  clear  his  head.  He 
strolled  awhile  in  nearby 
Green  Park,  musing 
about  how  this  latest 
coup  was  especially  ful- 
filling. The  negotiations  to 
launch  a  digital  pay-TV 
service  in  Germany  took 
just  19  days  from  start 
to  finish.  The  joint-ven- 
ture agreement — between 
his  British  Sky  Broad- 
casting company,  Ger- 
many's Bertelsmann,  and  ~ 
France's  Canal  Plus  and  Havas — was 
only  five  pages  long.  And  his  new  part- 
ners were  the  kind  of  people  he  admired. 
But  he  still  had  one  more  deal  to  cut 
that  Saturday.  He  walked  into  the  Turn- 
bull  &  Asser  clothing  store  on  Jermyn  St. 
and  asked  if  there  were  any  overcoats  on 
sale.  The  answer  was  no. 

Rupert  Murdoch  doesn't  always  get 
what  he  wants.  But  he  almost  always 


MURDOCH:  His 

th  ree  rivals  in 


gets  what  he  needs, 
this  case,  what  the  eh 
man  of  News  C( 
needed  was  a  platfi 
for  launching  a 
ropewide  digital  TV  i 
vice  that  will  use  r 
satellite  technology 
beam  down  hundred; 
channels  to  millions 
viewers.  The  media 
coon's  swift  deal  on  P 
6  got  him  his  foothold 
locking  three  poten 
competitors  into  an 
liance  to  launch  dig 
tv  in  Germany,  the  C 
tinent's  richest  m* 
market. 

  MACHIAVELLI?  Murd 

hasn't  won  yet,  and  he  has  aire 
stepped  on  some  toes.  After  being  pas 
over  as  potential  partners,  executive; 
Luxembourg-based  clt  now  liken  ft 
doch  to  Machiavelli.  Another  disgrun 
player — Bavarian  media  mogul  ; 
Kirch — may  try  to  block  the  gutsy  A 
tralian  and  launch  a  rival  service.  T 
two  powerful  media  groups  could  vie 
dominance  of  Europe's  160  million 


pact  locks 
to  an  alliance 


BERLUSCONI'S 
STRATEGIC 
RETREAT  

Silvio  Berlusconi  has  long  enjoyed  a 
hammerlock  on  commercial  televi- 
sion in  Italy,  first  through  Finin- 
vest,  his  sprawling  holding  company, 
and  since  late  1994  through  Mediaset,  a 
spin-off  from  Fininvest  that  manages 
just  the  media  interests  of  Berlusconi. 
But  now,  the  tycoon,  who  no  longer 
runs  Mediaset  day  to  day,  is  ready  to 
weaken  his  hold  on  his  creation.  A  pub- 
lic stock  offering  on  the  Milan  Stock 


Exchange  planned  for  June  wil 
Berlusconi's  stake  in  Mediaset 
74%  to  less  than  50%  and  raise 
mated  $1.2  billion  for  the  comp 
Berlusconi  is  cutting  back  for 
reasons.  With  national  elections 
on  Apr.  21,  the  59-year-old  Berl 
hungers  for  a  second  stint  as  P] 
Minister-.  Watering  down  his  me 
ings  could  counter  the  confiict-o 
est  charges  that  plagued  his  pr< 
ship  in  1994.  Much  more  import 
Mediaset's  need  for  funds  to  bei 
core  commercial-TV  business,  wl 
jor  changes  are  afoot. 
SOCCER  RIVAL.  Suddenly,  Berlus 
empire  is  not  the  secure  fief  thg 
was.  New  antitrust  regulations 
could  force  the  divestiture  of  or 


168  BUSINESS  WEEK  /  MARCH  25,  1996 


eholds.  "This  pret- 
luch  realigns  the 
!s  for  the  new  dig- 
age,"  says  Adam 
inger,  president  of 
-Communications 
rnational  Inc.,  a 
of  Tele-Communi- 
ins  Inc. 

urdoch  has  some 
y  allies.  The  three 
>r  players — BSky- 
nedia  group  Ber- 
nann,  and  pay-TV 
t  Canal  Plus — will 
put   up  about 

million  for  a  30% 
b  in  the  new  digi- 
network.  A  10% 
ik  of  nonvoting 
es  goes  to  French 
ia  firm  Havas.  The 
e  big  partners  " 
!  already  cooperated  in  turning 
nd  Vox,  another  German  TV  chan- 
Bertelsmann  board  member  Michael 
lemann  was  convinced  that  he  and 
riend,  Canal  Pius  chief  Pierre  Les- 
,  could  work  with  Murdoch  on  the 
t  ambitious  digital  service. 
DBLOCK.  In  late  January,  Dorne- 
n  met  with  Goldman  Sachs  deal- 
er and  BSkyB  board  member  John 
•nton.  Domemann  wanted  to  devel- 

service  using  the  just-launched  As- 
satellite,  each  of  whose  digital 
sponders  can  broadcast  up  to  10 
nels  at  once.  Lucky  for  Dornemann, 
doch  had  just  dined  in  Paris  with 
:ure,  and  came  away  thinking  this 
someone  he  could  do  business  with, 
tie  partners  plan  to  base  the  new 
/ork  on  Premiere,  Germany's  only 
ing  pay-TV  channel,  which  is  already 
Jy  owned  by  Bertelsmann  and  Canal 
.  In  addition  to  investing  in  the  new 

venture,  Murdoch's  BSkyB  hopes  to 


BIG  SCORE:  Premiere's  1.1  million  subscribers  will  get  20  new  a 


buy  25%  of  Premiere  for  about  $300  mil- 
lion. Premiere's  1.1  million  subscribers 
will  be  offered  20  new  digital  channels  of 
German-language  programming,  includ- 
ing news,  sports,  movies,  and  "thematic" 
channels  offering  children's  fare,  arts 
programming,  and  other  subjects. 

There  is  a  roadblock:  Kirch  Group, 
which  also  owns  25%  of  Premiere.  Even 
before  Murdoch's  arrival  on  the  scene, 
Kirch  had  quarreled  with  Bertelsmann 
and  Canal  Plus  over  proprietary  de- 
coder technology — the  set-top  boxes  that 
decompress  and  unscramble  the  satellite 
signals  for  digital  TV.  Kirch  wanted  de- 
coders developed  by  his  company,  while 
the  other  two  favored  boxes  they  had 
built  jointly. 

By  the  time  Murdoch  started  talking 
with  Canal  Plus  and  Bertelsmann,  the 
split  had  grown  so  bitter  that  Kirch  was 
not  asked  to  join  the  group.  But  Gott- 
fried Zmeck,  managing  director  of  the 
Kirch  Group,  has  reservations  anyway 


about  opening  Ger- 
many to  Murdoch:  "I 
don't  know  why  Ber- 
telsmann or  Canal  Plus 
would  want  to  bring  in 
BSkyB."  As  an  in- 
vestor in  Premiere, 
Kirch  can  veto  any 
transfer  of  ownership 
to  Murdoch.  Bertels- 
mann and  Canal  Plus 
might  try  shifting  Pre- 
miere shares  to  a  sep- 
arate holding  company 
that  can  have  Murdoch 
as  an  investor.  If  Kirch 
somehow  blocks  that 
gambit,  the  three  part- 
ners will  start  a  ser- 
vice from  scratch. 

An  embittered  Kirch 
has  now  licensed  his 
decoder  technology  to 
a  competing  digital  TV  network  being 
set  up  by  Swiss  retailer  Metro  and  Ve- 
baeom,  the  telecom  and  cable  unit  of 
German  oil  company  Veba.  Kirch  may 
also  launch  his  own  digital  service  and 
join  forces  with  Italian  media  chief  and 
politician  Silvio  Berlusconi,  in  whose  Me- 
diaset  Kirch  has  taken  a  7.8%  stake.  Or 
he  may  hook  up  with  clt,  the  partner 
Murdoch  rejected  but  which  owns  12  TV 
stations  in  five  countries,  including  rtl, 
Germany's  biggest  commercial  station. 

Unless  Kirch  drops  his  decoder,  the 
Murdoch  group  risks  competing  in  a  Ger- 
man market  split  between  two  standards. 
Murdoch  is  hoping  for  peace  with  Kirch, 
but  he'll  fight  if  necessary.  Says  a  source 
close  to  Murdoch:  "We  can  join  forces 
now,  or  we  can  kill  each  other  and  then 
join  forces."  Another  Murdoch-inspired 
media  war  seems  set  to  explode. 

By  Paula  Dwyer  in  London,  with 
John  Tan  plenum  in  Bonn  anil  Gail  Ed- 
mondson  in  Paris 


iree  national 

channels.  Also, 
^ecchi  Gori,  a 
ceted  Tuscan 
lan,  recently  ac- 
le  Monte  Carlo, 

network  that 
ograms  into 
i  aims  to  turn 
a  rival  Italian 
In  early  March, 
iid  both  Mediaset 
the  state-owned 
rk,  for  live 
;  rights  to  Italian  soccer 

■et  also  needs  a  war  chest  to  fl- 
ight against  bigger  and  more 
e  predators  on  the  European 


UNDER  SIEGE: 

some  of  his  m 


TV  scene,  such  as  Rupert 
Murdoch's  British  Sky 
Broadcasting  and  Ger- 
many's Bertelsmann.  Al- 
though Mediaset  is  not  in- 
volved in  the  battle  over 
German  digital  TV,  one  of 
its  major  shareholders  is 
Leo  Kirch,  the  German 
media  heavy  now  sparring 
with  Murdoch.  Kirch's 
Italian  connection  puts 
Mediaset  firmly  in  the 
-  group  opposed  to  Mur- 
doch— who  tried  unsuccessfully  to  buy 
Fininvest's  TV  operations  in  1994.  Mur- 
doch's group  would  probably  enter  the 
Italian  market  after  Germany.  "There's 
a  colossal  game  being  played  out  that 


Selling  off 
edia  group 


will  have  a  huge  effect  for  the  rest  of 
Europe,"  says  Ubaldo  Livolsi,  the  Dow 
Chemical  Co.  veteran  who  now  runs 
Mediaset  for  Berlusconi. 

Berlusconi's  move  to  being  a  full-time 
politician  means  Mediaset  is  no  longer 
led  by  a  man  who  even  detractors  ac- 
knowledge is  a  genius  of  the  TV  busi- 
ness. Will  Berlusconi  come  back  to 
work  if  he  loses  in  April?  "Speaking 
personally,  I  think  Berlusconi  has  now 
totally  dedicated  himself  to  politics," 
says  Livolsi.  "But  I'd  be  more  than 
happy  to  have  him  return  to  the  compa- 
ny." Mediaset  shareholders  would  be 
happy  to  see  him  back,  too,  if  the  going 
gets  really  rough  in  Europe's  turbulent 
media  market. 

By  John  Rossant  in  Rome 
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SIEMENS 


1847.  That  was  then. 


Werner  Siemens  opens  his  first  factory,  a  small  shop  to  manufacture  the  world's 
most  advanced  telegraph. 


Siemens  Corporation  1996 


1996.  This  is  now. 


All  across  America,  more  than  80  Siemens  manufacturing  and  assembly  plants 
are  turning  out  an  astonishing  variety  of  high-tech  electronic  and  electrical 
products  with  quality  American  industry  can  count  on.  Over  20,000  Siemens 
U.S.  employees  have  manufacturing  jobs  in  these  plants,  and  are  helping  to 
build  products  in  a  wide  range  of  fields,  including  energy,  communications, 
automotive,  medical  and  automation  technology.  In  fact,  14%  of  Siemens'  $8.0 
billion  annual  sales  are  derived  from  exports  from  these  factories  to  the  rest  of 
the  world.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '96.  Box  8003,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 

Visit  our  web  site  at  www.siemens.com  on  the  Internet 


Finance 


MARKETS 


SHOULD  THE  STREET 
BE  FREAKED  OUT? 

Not  really.  By  most  measures,  the  Dow  has  room  to  run 


Call  it  interest -rate  shock.  Mar.  8: 
A  stunningly  strong  employment 
report  triggers  a  massive  sell-off 
in  bonds,  driving  up  the  yield  on 
the  long-term  U.  S.  government  bond  a 
quarter-point,  to  6.71%,  and  dragging 
the  Dow  Jones  industrials  down  171 
points.  Mar.  11:  Rates  fall  on  the  next 
trading  day,  and  the  Dow  recoups  111. 
Mar.  12:  Bonds  sink  anew,  yields  rise 
to  6.66%,  and  stocks  swoon. 

It  wasn't  supposed  to  be  like  this. 
Until  a  few  weeks  ago,  investors  operat- 
ed on  a  scenario  that  the  economy  was 
in  low  gear,  that  inflation  was  dead  in 
the  water,  and  that  corporate  profits 
would  show  little  growth.  Stocks  were 
to  move  ahead,  because  interest  rates 
would  remain  under  downward  pres- 
sure— and  it  would  be  only  a  matter  of 
time  before  the  Federal  Reserve  Board 
slashed  them  further.  Says  Byron  R. 
Wien,  U.  S.  investment  strategist  for 
Morgan  Stanley  &  Co.:  "In  just  one  day, 
all  of  the  stock  market's  assumptions 
about  1996  were  blown  away." 
NO  BARGAIN.  Now,  the  stock  market  is 
bouncing  about  as  investors  try  to  ad- 
just to  interest  rates  far  higher  than 
they  imagined.  That  has  caused  a  re- 
valuation of  stocks.  The  bull  market  is 
far  from  over,  but  it's  also  clear  that 
stocks  are  not  the  bargain  they  were  for 
most  of  the  past  year — or  even  a  month 
ago.  Indeed,  some  analysts  say  the  stock 
market  is  fully  valued  now.  But  interest 
rates  tell  only  part  of  the  story,  and 
they've  been  doing  all  the  talking.  Earn- 
ings count,  too,  and  in  a  stronger  econ- 
i  >my,  they  could  offset  the  drag  of  high- 
er rates.  But  so  far,  investors  can't  seem 
to  gel  their  minds  off  of  interest  rates. 

's  understandable.  The  1900-point 
rise  in  the  Dow  that  started  16  months 
ago  -  a  product  of  falling  interest 
rate  Historically,  you  get  the  best 
stock  "  ket  returns  when  interest 
rates  i  e  falling,"  says  Melissa  K. 
Brown.        ii  i  >r  of  quantitative  research 


STRANGE  y.  Traders  are  skittish 
about  the  n<  u  interest-rate  climate 


at  Prudential  Securities  Inc.  "It's  hard- 
er to  make  gains  when  rates  are  going 
up."  During  1995,  bonds  were  rising, 
interest  rates  were  falling,  and  no  mat- 
ter how  far  the  stocks  in  the  Dow  or 
the  Standard  &  Poor's  500-stock  index 
went,  they  remained  cheap.  That's  be- 
cause interest  rates  kept  coming  down 
and  boosting  what  analysts  call  the  "fair 
value"  of  the  market. 

Fair  value  is  a  theoretical  price  for 
stocks  given  a  level  of  interest  rates 
and  corporate  earnings.  If  rates  fall  but 
earnings  remain  the  same,  fair  value 


rises,  because  the  return  on  stocks 
comes  more  attractive  relative  to  v 
you  can  earn  on  an  interest-bearing 
vestment.  Conversely,  when  inte: 
rates  rise,  fan-  value  falls  as  stocks 
come  less  attractive.  Think  of  it 
way,  says  Morgan  Stanley's  Wien:  ] 
value  is  the  point  of  balance  at  w 
stocks  and  bonds  are  equally  attrac 
investments. 

So  far,  by  most  measures  of  fair 
ue,  the  upturn  in  interest  rates  has 
sent  the  stock  market  into  the  "ovei 
ued"  zone.  But  the  rate  rise  is  qui 
closing  the  valuation  gap,  erasing  eq 
investors'  margin  of  comfort.  "A 
weeks  ago,  stocks  were  19%  under 
ued  relative  to  bonds,"  says  Stanley 
vine,  director  of  quantitative  rese: 
for  First  Call  Corp.  "Last  week  t 
were  9%  undervalued,  and  now  it's  ( 
Morgan  Stanley's  fair  value  model 
points  to  fuller  valuations  (table).  U 
a  forecast  of  $40  per  share  in  opera 
earnings  for  the  companies  in  the 
500 — the  consensus  of  investment  str 
gists'  earnings  estimates  for  199(3 — 
today's  interest  rate,  the  fair  value 
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s&P  500  is  about 
.  That's  about  6% 
ve  current  levels. 
31,  for  one,  thinks 
nings  will  weigh  in 
$41  and  estimates 
fair  value  at  691 — 
ut  8%  higher  than 
current  level.  He's 
'e  bullish  on  the 
nomy  than  most, 

has  been  for  some 
e. 

ndeed,  investors  are 
ling  around  to  an 
lomy  that's  stronger 
n  they  thought, 
e  employment  number  shows  the 
iomy  is  no  longer  decelerating,"  says 
an  R.  Parke,  director  of  equity  re- 
*ch  at  Massachusetts  Financial  Ser- 
fs Co.,  a  mutual-fund  company  with 
billion  in  assets  under  management, 
t  we  don't  think  it's  going  to  reaccel- 
,e,  either.  It  will  go  along  in  a  flattish 
;  of  way."  Adds  Philip  N.  Maisano, 
sident  of  Evaluation  Associates,  a 
walk  (Conn).-based  pension  fund  con- 
ant  and  money  manager:  "You  don't 
e  the  kind  of  income  numbers  to  sup- 
t  a  major  [economic]  growth  spurt." 


What's  'Fair  Value'  for  the  Stock  Market? 


Analysts  expect  operating  earn- 
ings per  share  to  be  about  $40 
this  year.  With  long-term  bonds 
at  6.5%,  the  "fair  value" — the 
point  at  which  stocks  and 
bonds  are  equally  attractive  in- 
vestments—is 706.  At  7%,  it's 
649.  When  interest  rates  are 


makes  the  stocks  about  6% 
undervalued. 


S&P  500  OPERATING 
EARNINGS  PER  SHARE 


YIELD  ON  30-YEAR  US  TREASURY  BOND 
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a  result  earnings  will 
be  10%  higher  than  he 
expected — and  that 
should  offset  the  drag 
of  higher  rates.  He  still 
expects  the  Dow  to 
reach  a  target  price  of 
6100  in  1996. 
GUIDEPOSTS.  Just  as  it 
will  take  time  to  sort 
out  the  interest-rate 
picture,  the  earnings 
outlook  could  improve 


DATA  MORGAN  STANLEY  RESEARCH 


7.0- 


5.5- 
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But  even  if  the  economy  isn't  going 
to  step  into  high  gear,  interest  rates 
are  not  likely  to  drop  soon.  "The  Fed 
has  to  take  these  statistics  at  face  val- 
ue," says  Paul  W.  Boltz,  chief  economist 
for  mutual-fund  giant  T.  Rowe  Price 
Associates,  which  has  $75  billion  in  as- 
sets under  manage- 
ment. "It  can't  lower 
the  fed  funds  rates 
now."  Long-term  rates 
could  come  down  if 
bond  investors  start 
buying.  But  that's  not 
going  to  happen  soon. 
Investors  will  want  to 
see  a  few  more  months 
of  numbers  to  deter- 
mine if  the  February 
numbers  were  a  fluke 
or  the  real  tiling. 

The  bond  crowd  will 
also  be  watching  to  see 
if  inflation  kicks  up.  If 
it  doesn't,  bond  prices 
should  start  to  move 
up  and  rates  come 
down.  It  was  a  fear  of 
higher  inflation  that 
spooked  the  bond  mar- 
ket in  1994 — and  its 
failure  to  show  up  got 
the  bond  rally  going 
late  that  year. 

But  focusing  solely  on  interest  rates 
misses  half  the  point,  since  earnings  are 
the  other  side  of  the  valuation  equa- 
tion. With  a  better  economy,  profits  will 
be  stronger.  Edward  M.  Kerschner, 
chairman  of  the  investment  policy  com- 
mittee at  PaineWebber  Inc.,  was  ex- 
pecting lower,  not  higher  rates  this  year. 
But  he's  not  disappointed.  He  thinks 
the  economy  will  avoid  recession,  and  as 
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of  the  investment  poli- 
cy committee  at  Gold- 
man, Sachs  &  Co.,  uses  multiple  valua- 
tion measures  that  compare  earnings, 
dividends,  and  corporate  cash  flows  to  a 
variety  of  long-  and  short-term  inter- 
est rates  and  to  the  inflation  rate.  Most 
of  these  measures  indicate  stocks  are 
fully  valued  based  on  1996  earnings. 

But  next  month,  Cohen 
adds,  she  will  start  to 
work  up  next  year's 
profit  forecasts,  "and 
stocks  will  likely  be 
undervalued  based  on 
those  estimates."  Hey, 
but  that's  1997?  No 
matter:  The  stock  mar- 
ket always  looks  six  to 
nine  months  ahead,  and 
1997  profits  will  be  in 
investors'  gunsights  by 
summer. 

Analysts  warn  that 
value  guideposts  are 
just  that.  Just  because 
stocks  reach  fair  value, 
they  don't  necessarily 
head  south.  Momentum 
and  enthusiasm  can 
keep  stocks  rising  for 
a  long  time.  Cohen 
says  over  the  last  30 
years,  bull  markets 
have  peaked,  on  aver- 
age, when  they  reached  15%  to  18% 
above  fair  value.  In  1987,  the  crash  did- 
n't come  until  after  the  market  had  hit 
42%  over  fair  value. 

High  as  stock  prices  are,  the  indica- 
tors today  suggest  that  stocks  are  a 
long  way  off  from  that  kind  of  danger- 
ous overvaluation. 

By  Jeffrey  M.  Ladcnna  n  in  New 
York,  with  William  (llaxf/all  in  Nor- 
walk,  Conn. 


Focusing  solely  on  interest  rates  misses  half  the 
point.  Earnings  are  likely  to  keep  rising-and 
help  keep  stocks  pointed  in  the  right  direction 
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MUTUAL  FUNDS 


THE  STRAITS 
OF  MAGELLAN 

Will  Jeff  Vinik  be  a  target  of  Fidelity's  next  housecleaning? 

He  may  seem  mild-mannered  on  the 
surface,  but  Edward  C.  "Ned" 
Johnson  III.  chairman  of  Fidelity 
Investments,  certainly  has  a  knack  for 
the  dramatic.  On  Mar.  11  he  demoted  or 
reassigned  18  of  Fidelity's  top  fund  man- 
agers running  $60  billion  of  Fidelity's 
$386  billion.  The  changes  left  a  crucial 
question:  What  is  the  fate  of  Jeffrey  N. 
Vinik,  manager  of  Fidelity's  $55  billion 
Magellan  fund? 

Vinik  has  undeiperfomied  the  market 
for  two  of  the  three  full  years  he  has 
run  the  fund  and  is  behind  again  this 
year.  His  fund  took  a  roller-coaster  ride 
last  year,  and  Johnson  may  be  getting 
queasy.  Fidelity  watchers  are  betting 
Mnik  may  be  snared  in  another  round. 
"Phase  II  will  come  this  summer,"  pre- 
dicts David  J.  O'Leary,  a  former  Fidelity 
executive  who  runs  Alpha  Equity  Re- 
search Inc.,  which  tracks  Fidelity  funds. 
ANGRY  INVESTORS.  To  be  sure.  Vinik 
produced  a  solid  36.8%  return  last  year, 
just  a  hair  behind  the  37^  gain  in  the 
Standard  &  Poor's  500-stock  index.  But 
he  achieved  it  only  after  giving  share- 
holders a  wild  and  risky  ride.  After 
putting  nearly  half  of  Magellan  in  tech- 
nology stocks  last  year,  the  fund  soared 
42%  through  September,  vs.  27%  for 
the  s&p  500.  Then,  while  the  overall 
market  continued  to  zoom,  ■■■■ 
Vinik's  tech  stocks  plunged 
in  the  fourth  quarter  and 
his  huge  lead  vanished.  In 
19(J6  he  poured  cash  into 
short-term  instruments  and 
bonds,  making  Magellan  one 
of  Fidelity's  poorest-per- 
forming growth  funds  this 
year,  with  a  paltry  0.6%  re- 
turn through  Mar.  12,  vs. 
3.4%  for  the  S&P  500. 

The  gyrations  have  some 
investors  steaming  mad. 
"The  public  doesn't  want 
that  kind  of  volatility,"  says 
James  B.  Kruzan,  who  runs 
Investment  Management  & 
Research  in  Clarkston, 
Mich.  Kruzan  is  advising  his 
General  Motors  Corp.  401(k) 
clients  not  to  invest  their 


retirement  money  in  Magellan.  Eric  M. 
Kobren,  a  veteran  Fidelity  watcher  who 
cut  Ms  investment  rating  on  Magellan  to 
"hold"  two  weeks  ago,  thinks  Vinik's 
job  is  secure  but  says:  "If  he  underper- 
forms  for  another  year,  all  bets  are  off." 
Fidelity  would  not  make  Mnik  or  other 
managers  available  for  comment. 

Fidelity's  chief  of  equities,  William 
Hayes,  dismisses  Vinik's  critics.  "He's 
done  an  excellent  job,"  he  says,  adding: 
"We're  hoping  that  Jeff  will  inn  Magel- 


New  Faces  At  Some  Big  Funds 


FUND 

NEW 

OLD 

'95  PERFORMANCE  (& 

MANAGER 

MANAGER 

DIFFERENCE  FROM  S&P) 

PURITAN 

Bettina  Doulton 

Richard  Fentin 

21% 

$16  billion 

(-16%) 

ASSET 

Richard  Habermann 

Robert  Beckwitt 

18% 

MANAGER 

George  Vanderheiden 

(-19%) 

11.3  billion 

Grant/Gray 

BLUE  CHIP 

John  McDowell 

Michael  Gordon 

28% 

8.1  billion 

(-9%) 

VALUE 

Richard  Fentin 

Bettina  Doulton 

27% 

6.0  billion 

(-10%) 

BALANCED 

Steve  Petersen 

Robert  Haber 

21% 

4.9  billion 

(-16%) 

DATA:  FIDELITY  INVESTMENTS 


lan  for  years  to  come."  To  be  sure,  V 
has  kept  Magellan  in  the  top  25%  ol 
growth  funds  and  is  still  considered 
many  to  be  one  of  the  country's  ] 
mier  investors. 

As  billed  by  Fidelity,  peformance 
little  to  do  with  many  of  the  transf 
For  example,  according  to  Hayes,  I 
Chip  Growth  Fund  manager  Michae 
Gordon  was  transferred  to  a  post  rr 
suited  to  his  style  and  insists  that  th 
was  no  problem  with  the  way  the  f 
was  managed.  However,  Gordon 
come  under  fire  for  filling  the  fund  \ 
midcap  stocks  instead  of  blue  chips, 
the  fund  lagged  the  market  by  r 
points  last  year. 

TEAM  APPROACH.  The  most  Wgh-pn 
trip  to  the  woodshed  was  taken  by 
set  Manager  Fund  chief  Robert 
Beckwitt.  The  former  star  had  built 
$18  billion  empire  of  three  asset-all< 
tion  funds  that  were  once  heavily  j 
moted  by  Fidelity.  But  Beckwitt  1 
removed  after  barely  18  months  of  1; 
luster  results.  Another  mana 
drubbed  for  poor  performance  was  J 
R.  Hickling,  who  ran  three  internat 
al  funds  totaling  $4.8  billion.  His  larj 
fund,  the  S2.6  billion  Overseas  Ft 
produced  an  average  5.5%  return 
the  past  two  years,  vs.  9.5%  for  gk 
stocks  generally.  Another  manaj 
Robert  D.  Haber,  was  made  directo: 
equity  research,  with  no  direct  mor 
management  duties,  after  his  $4.7  bil 
Balanced  Fund  significantly  under}, 
formed  the  market  for  two  years. 

Amid  the  management  turmoil  i 
new  approach  to  running  money  t 
some  outsiders  think  might  become  rr 
common  at  Fidelity  in  the  future:  U 
management.  The  team  approach  is  b( 
used  on  six  Asset  Manager  funds,  j 
asHBassHBE  Bahuii/tM  1  and  Puritan.  >. 

Fidelity  watchers  have  j 
dieted  that  Fidelity's  h 
size  will  ultimately  requir 
to  divide  up  fund  ass 
among  more  managers.  . 
Hayes  says  teams  will 
used  only  in  funds  wh 
charter  requires  investmc 
in  multiple  asset  classes,  s 
as  stocks  and  bonds. 

Magellan  may  be  spa 
the  team  approach,  beca 
its  charter  doesn't  mand 
multiple  asset  classes.  1 
if  subpar  performance 
flamboyant  risk-taking  c 
tinues,  Ned  Johnson  n 
have  to  haul  out  his  brc 
yet  again. 

By  Geoffrey  Smith 
Boston 
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Business  as  usual 


Business  at  Tyco 


The  companies  of  Tyco  International  pride  themselves  on  being  leaders  of  the  pack.  The 
members  of  the  Tyco  family  fall  into  four  business  segments.  Most  of  our  companies  occupy 
the  number  one  position  in  their  respective  markets.  And  where  we  aren't  number  one,  you 
can  be  sure  we're  gaining  ground  fast.  Want  to  see  how  we  do  it?  Write  us 
for  a  free  video  and  annual  report  at  RO.  Box  9,  Nutting  Lake,  MA  01865. 


UNLEASHING    THE     POWER  WITHIN 


nal  lid 
EXETER,  NH 

NYSE-TYC 
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Finance 


BANKING 


HOLD  IT  RIGHT  THERE, 
CITIBANK 

Japan  could  hobble  the  bank  in  the  race  to  develop  E-cash 


When  Citibank  applied  for  Japa- 
nese patents  for  its  digital-money 
technology,  the  money-center  gi- 
ant did  everything  by  the  book.  It 
thoroughly  checked  existing  research 
and  even  ran  a  200-page  description  of 
its  work  by  Japan's  Ministry  of  Finance. 
Having  won  patent  protection  in  the 
U.  S.,  and  with  similar  filings  in  40-odd 
countries,  Citi  figured  Japanese  approv- 
al wouldn't  be  a  hassle. 

Not  so.  In  March,  a  group  of  Tokyo 
banks,  led  by  Sakura  Bank  Ltd.  and 
Mitsubishi  Bank  Ltd.,  complained  to  the 
Japanese  patent  office  that  Citi's  claims 
on  proprietary  electronic-cash  technolo- 
gy were  too  broad  and  might  stymie 
their  own  moves  into  cyberbanking.  Citi 
execs  were  left  reeling.  "We've  been 
working  on  this  for  four  years,"  says 
Sholom  Rosen,  Citi's  vice-president  for 
electronic  commerce  and  inventor  of 
the  bank's  Electronic  Mon- 
ey System.  "This  is 
real  technology." 


under  development  by  London-based  Na- 
tional Westminster  Bank  plc.  The  group, 
which  includes  Fuji  Bank,  Sakura,  and 
Nippon  Telegraph  &  Telephone,  is  consid- 
ering taking  a  stake  in  Mondex  Inter- 
national, which  will  be  spun  off  from  Nat- 
West  and  owned  by  franchises  worldwide. 

In  an  increasingly  wired  world,  digi- 
tal-cash technology  looms  as  the  Holy 
Grail.  The  prospect  of  designing  the  de- 
finitive system  for  convenient  and  secure 
electronic-cash  transactions  has  every- 
body from  Microsoft  Corp.  to  Visa 


Unfortunately,  owing  to  Japan's  gla- 
cial patent  system,  it  could  be  years  be- 
fore Citi  gets  an  answer.  Eastman  Kodak 
Co.  spent  more  than  a  decade  fending 
off  objections  from  Japanese  rivals  to  a 
pending  patent  for  recording  technology 
used  in  ridei  cassette  recorders.  Japa- 
nese opponents  claimed  the  technology 
was  common  knowledge  and  had  been 
disclosed  in  journals  as  far  back  as  1974. 
But  Kodak  won  the  case  in  1993. 

Citi's  Japanese  rivals  are  going  to 
make  the  most  of  the  delay.  A  group  of 
Japanese  commercial  banks  and  high- 
tech powerhouse  Hitachi  Ltd.  will  soon 
back  the  rival  Mondex  cybercash  system 


CITIBANK  Citi  is  applying  for  patent  pro- 
tection in  40  countries  for  its  Electronic 
Money  System_  ^arcl 
DIGICASH  The  Amsterdam-based  compa- 
ny offers  electronic  cash  that  preserves 
anonymity,  unlike  other  systems 

NATWEST  Its  Mondex  International  sys- 
tem is  being  tested  in  Britain;  close  to  a 
deal  with  Japanese  banks  and  Hitachi  to 
roll  it  out  in  Japan 

VISA  The  credit-card  giant  is  in  talks  with 
Barclays  Bank  and  others  to  franchise  its 
Visa  cash  system 

DATA:  BUSINESS  WEEK 


International  exploring  the  technoL 
Such  a  system  would  allow  consun 
to  use  smart  cards  with  embedded 
crochips  to  load  up  with  electronic  n 
ey  via  automated  teller  machines  or  ] 
sonal  computers  and  telephones. 

Pulling  it  off  won't  be  easy,  given 
potential  for  pirating  bank  accounts 
counterfeiting.  But  those  first  into 
market  could  reap  big  rewards.  Sys 
providers  could  collect  franchise  i 
and,  possibly,  royalties.  Banks  j. 
charges  of  their  own.  Natwest  and  i 
er  British  banks  will  charge  consun 
about  $2  a  month  to  hook  into  Mon< 
HEADSTART.  In  the  U.  S,  some  20%  o 
household  purchases,  or  about  $3  tril 
worth,  may  be  made  electronically 
2006,  according  to  some  estimates.  In 
pan,  where  consumers  already  pay  ut 
bills  electronically  at  convenience-si 
chains  and  personal-computer  sales 
booming,  E-money  could  catch  on  as  \ 
And  the  Japanese  aren't  about  to 
the  business  fall  into  enemy  hands.  1 
Bank  Ltd.,  one 
the  Japanese  M 
dex  partners,  has 
up  an  E-money  ] 
totype  of  a  sepai 
system  in  an  "in 
ligent"  building 
central  Tokyo.  ' 
bank  has  wired 
shops   and  rest 
rants,  and  lets  coi 
mers  conduct  tn 
actions  with  spe 
cards.  On  Mar. 
Hitachi  unveiled 
array    of  Mon 
card-compatible  £ 
getry,  including 
electronic  "wallet"  with  a  modem  thai 
lows  consumers  to  bank  on  the  road, 
exclusive  supplier  to  Mondex,  Hit; 
aims  to  grab  the  lion's  share  of  the  h; 
ware  business. 

Thanks  to  the  likely  suppor 
Japanese  banks  and  Hitachi,  IV. 
dex  may  have  an  early  lead  o 
Citi  and  other  wannabes.  But 
to  rule  out  Citi,  with  a  h 
worldwide  branch  network  ; 
international  payment  system 
rivals  can  match.  Indeed,  C 
Rosen  isn't  fretting  about  the 
parent  setback.  "This  won't 
the  technology  on  hold,"  he  si 
"It  doesn't  stop  us."  Maybe  j 
but  with  Japan  backing  the  a 
petition,  Citi  seems  to  have  fa 
behind  in  the  race. 

By  Brian  Bremner  in  Tok 
with  Joan  Warner  in  New  Y 
and  Jonathan  Ford  in  Londo 
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Aon  Risk  Services 
Consulting  Worldwide 
Aon  Specialty  Group 
Aon  Re  Worldwide 


Unlock  the  power  of  Aon's 
specialized  knowledge  and 
worldwide  resources 


You  have  the  key  to  a  powerful  world  of 
insurance  and  consulting  solutions. 

When  you  call  on  Aon  for  your  full-service  retail  insurance 
brokerage,  risk  management,  reinsurance  and  wholesale 
brokerage  or  consulting  services  needs,  you're  unlocking 
the  power  of  Aon  Group  s  14,000  employees  in  more  than 
350  offices  around  the  world. 

You'll  have  access  to  our  full  range  of  expertise,  talented 
professionals,  interdependent  services,  and  local  market 
knowledge  worldwide — whatever  you  need,  wherever  and 
whenever  you  need  it. 

We've  been  building  this  organization  around  your  needs 
for  the  past  decade.  Today  we're  the  world's  second-largest 
and  fastest-growing  international  insurance  brokerage  and 
consulting  organization. 


Now  we're  ready  to  be  recognized  by  the  only  name  you 
need  to  know  for  innovative  insurance  and  consulting 
solutions  anywhere  in  the  world:  Aon. 

Therefore,  we've  changed  our  name  to  Aon  Group  horn 
Rollins  Hudig  Hall  Group.  Our  retail  insurance  brokerage 
and  risk  management  business  is  now  Aon  Risk  Services, 
and  our  integrated  human  resources  and  benefits  consulting 
operation  is  now  Aon  Consulting  Worldwide.  These 
newly  named  operations  join  Aon  Specialty  Group  and 
Aon  Re  Worldwide  to  comprise  Aon  Group. 

From  now  on,  doing  business  with  Aon  is  your  key  to  the 
power  of  a  worldwide  interdependent  organization  built 
around  your  insurance  services  and  consulting  needs. 


Aon 


Aon  Group 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

HEALTHY  PICKS 
IN  HEALTH  CARE 

From  his  Fifth  Avenue  office  in  New 
York,  David  Talbot  runs  a  Luxem- 
bourg-based fund,  mainly  for  offshore 
clients  who  want  to  invest  in  U.  S.  eq- 
uities. Talbot's  specific  targets:  stocks 
that  will  benefit  from  the  fast-changing 
health-care  environment. 

Don't  bother  with  big  drug  houses, 
says  Talbot,  president  of  Health  Reform 
Partners.  The  best  bets  are  lesser- 
known  companies  with  a  "growth  rate 
of  25%'  to  30%  and  price-earnings  ratios 
below  those  expected  growth  rates." 


SUITORS  IN  THE  WINGS? 


STOCK    EST  1996  BUYOUT 


PRICE 

EPS* 

VALUE 

LUNAR 

$42 

$1.80 

$70 

STAAR  SURGICAL 

13 

.70 

30 

MIDATLANTIC  MEDICAL 

21 

1.45 

43 

MEDCATH 

24 

.75 

45 

HAFSLUND  NYCOMED 

28 

2.60 

50 

'Calendar  year 

DATA  BLOOMBERG  FINANCIAL  MARKETS, 
HEALTHREFORM  PARTNERS  INC 

Such  stocks,  he  says,  are  likely  buyout 
targets  for  pharmaceutical  companies 
seeking  nondrug  but  health-related  out- 
fits, such  as  makers  of  diagnostic  or 
medical  devices. 

Lunar  (lunr),  which  produces  densi- 
tometers used  in  diagnosing  osteoporo- 
sis, or  bone  deterioration,  is  one  of 
those  stocks,  Talbot  believes.  It  has  a 
joint  venture  with  Merck,  which  makes 
a  prescription  drug  that  treats  osteo- 
porosis. The  Merck-Lunar  venture 
helps  finance  the  sale  of  Lunar's  densi- 
tometers to  doctors  and  hospitals.  San- 
doz  recently  won  approval  for  its  own 
drug  for  osteoporosis.  "So  there  is  an 
interesting  triangle  with  respect  to  Lu- 
nar's densitometer,  and  Lunar  can  only 
be  the  winner,"  says  Talbot.  Quite  log- 
ically, Merck  and  Sandoz  could  vie  for 
Lunar,  says  Talbot. 

Staar  Surgical  (staa)  is  also  on  the 
cutting  edge  of  reducing  health-care 
costs,  says  Talbot.  It  makes  intraocular 
lenses  for  micro-incision  eye  surgery. 
Some  pros  say  Staar  is  an  ideal  target 
for  Johnson  &  Johnson. 

MidAtlantic  Medical  Services  (mme) 
is  a  health-maintenance  organization 
that  Talbot  thinks  is  attractive  to  insur- 


TALBOT:  Benefit 


ers  like  Aetna,  as 
well  as  to  other 
major  hmos.  Mid- 
Atlantic  serves 
self-insured  em- 
ployers, indemnity 
carriers,  and  multi- 
state  employers. 
With  reforms  sure 
to  hit  Medicare, 
"that  area  will  be 
the  next  big  profit 
opportunity  for  effi- 
cient hmos,"  Talbot  from  the  reforms 
says. 

MedCath  (mcth)  "is  the  most  excit- 
ing stock  in  my  list,"  says  Talbot,  be- 
cause it  directly  challenges  hospitals 
on  costs.  In  McAllen,  Tex.,  it  has  a 
center  for  cardiac-bypass  surgery  that's 
owned  in  part  by  several  doctors.  "The 
center  performs  cardiac  surgery  at  one- 
third  the  cost  hospitals  charge,"  says 
Talbot.  MedCath  is  putting  up  other 
"heart  hospitals"  in  Arizona,  Arkansas, 
and  North  Carolina. 

Talbot  also  likes  Hafslund  Nycomed, 
a  Norwegian  company  whose  American 
depositary  receipts  trade  on  the  Big 
Board,  since  it  announced  plans  to  spin 
off  its  energy  division,  thus  creating 
shares  in  two  companies.  As  a  result, 
Nycomed  will  be  strictly  a  pharmaceu- 
tical company. 

TAKING  PARTNERS 
AT  WARP  SPEED 

I  f  you  haven't  heard  of  warp  10  Tech- 
Inologies  (warpf),  don't  be  crushed. 
Few  have.  On  Mar.  8,  its  shares  began 
trading  on  the  nasdaq  at  11  % — and 
quickly  fell  to  954.  No  matter,  warp  10, 
which  develops  and  makes  ultrahigh- 
speed  communication  and  networking 
products,  is  set  to  grab  attention. 

Why?  It  has  signed  an  agreement, 
to  be  announced  shortly,  with  a  Big 
Board-listed  global  maker  of  compre- 
hensive networking  systems. 

This  pact,  says  investment  adviser 
Richard  Geist,  should  boost  warp  10's 
earnings  to  300  a  share  in  the  year 
ending  Jan.  31,  1997,  up  from  an  esti- 
mated 1(2  in  fiscal  1996.  Earnings  will 
leap  to  $1  in  1998.  These  figures  are 
based  on  a  projected  sales  zoom  to  $30 
million  in  1997  and  $100  million  in  1998, 
vs.  $3  million  in  1996,  figures  Geist, 
editor  of  Geist  Strategic  Investing.  Are 
these  projections  too  rosy?  Geist  says 
they  may  even  be  modest. 

warp  10  is  teaming  up  with  a  com- 


pany dominant  in  the  U.  S.  networkin 
products  business,  with  1995  revenu 
of  $800  million.  It's  rumored  warp 
and  its  new  partner  will  jointly  devel 
products  offering  asynchronous  trans! 
mode  (atm)  solutions  for  compani 
that  need  wider  bandwidth  to  sei 
multimedia  information,  atm  is  a  sta 
dard  for  the  cell-based  transmission 
voice,  data,  and  video  information. 

One  of  warp  10's  products  is  a  pac 
age  combining  file  server,  print  spool 
and  image  server — which  reduces  ii 
age-file  size  by  up  to  90%  and  spee 
data  movement  over  any  netwoi 
warp  10  supplies  them  to  the  ent( 
tainment  and  grapliic-arts  markets. 

In  three  months,  warp  10  may  si; 
an  additional  pact  with  a  telecommu: 
cations  giant,  says  one  pro.  The  sto( 
which  edged  up  to  10/4  on  Mar.  1 
should  hit  18  in  a  year,  says  Geist. 

DON'T  MISS  THE 
METROTRANS  BUS 

There's  nothing  like  a  turnarour 
That's  what  has  happened  to  Meti 
trans  (mtrn),  a  maker  of  shuttle  a: 
touting  buses,  just  after  its  initial  pi; 
lie  offering  in  mid-1994,  at  8!4  By  E 
cember,  1994,  the  stock  had  dropp 
to  5'/>,  after  earnings  plunged  to  10 
share  in  the  fourth  quarter,  down  frc 
40  in  the  third  and  220  in  the  secor 
An  unexpected  spike  in  raw-mater 
costs  was  the  culprit. 

"But  now,  we  are  back — firmly  in 
turnaround  phase  with  costs  under  cc 
trol  and  an  order  backlog  of  about  $ 
million,"  says  Chairman  Mike  Walde 
Indeed,  the  stock  has  gone  nort 
shooting  to  10%  by  Mar.  13. 

The  company  is  expected  to  exce 
analysts'  consensus  1995  estimate 
730  a  share.  And  the  1997  estimates 
940  to  960,  says  one  big  investor,  a 
likely  to  be  exceeded,  as  well. 

"The  company  is  exploiting  its  gro' 
ing  niche  in  the  transportation  bu; 
ness,"  says  Pat  Flavin  of  Flavin  Bial 
an  investment  firm  in  Stamford,  Cor 
Metrotrans,  a  supplier  of  buses  to  su 
customers  as  Alamo  Rent-A-Car,  Ry 
er  System,  Hyatt  Hotels,  and  the  U. 
military,  has  also  developed  marke 
in  retirement  communities,  railroad  st 
tions,  and  corporate  pooling  services, 
has  signed  a  five-year  contract  wi 
the  U.  S.  General  Services  Administr 
tion  to  supply  buses  powered  by  nat 
ral  gas  or  propane.  "It's  a  very  che; 
stock  here,"  says  Flavin. 
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STEVE  KITTELL  FROM  THE  ATLANTA  COMMITTEE  FOR  I  III  Ol  YMPIC  GAMES  with  IOHN  SCANI  AN  FROM  ARAMARK 

ANYONE  WOULD  HAVE  SEEN 

A     PARKING     LOT.     FORTUNATELY,    ARAMARK  SAW 

AN  OLYMPIC  DINING  HALL " 


John  Scanlan  from  ARAMARK:  "They  said,  'Remember,  this  is  Atlanta  1996.  The  Centennial  Games.  This  has  to 
be  great.  Well,  we  had  no  intention  oj  duplicating  what  we  did  in  Barcelona  lour  yean  ago.  Or  Mexico  City  in  68. 
"^j^      Of  any  of  the  Games  in  between.  We're  here  to  help  15,000  athletes  and  coaches  from  197  different  cultures.  Athletes 
anta!996    who  have  prepared  for  a  lifetime  to  be  belter  than  they've  ever  been  in  that  lifetime.  We  know  that  lakes  more  than  just  a 

©  1992  AC06 

Service  Manager 

^pkG*mr  standard  issue  menu.  Or  a  standard  issue  effort,  for  that  matter.  This  is  the  Olympic  Games.  You've  either  prepared  to 
great.  Or  you  haven't."  We  don't  fust  rely  on  a  book  for  all  the  answers  at  ARAMARK.  We  have  no  magic  "Olympic  Games  Menu" 
dust  off  every  four  years.  In  Atlanta,  we'll  customize  a  menu  for  every  single  athlete  if  that's  what  it  takes.  We'll  even  put  a  world-class 
chen  and  dining  hall  on  a  parking  lot.  It's  a  mind-set  that  makes  it  possible  for  John  to  add,  "In  fust  over  four  weeks,  we'll  prepare 
er  one  million  meals  designed  for  peak  athletic  performance.  Quite  possibly  a  world  record."  ^^^^^J^/^fy^^ftfc 

COURSE  THERE'S  MORE  TO  TELL  ABOUT  UNLIMITED  PARTNERSHIP.  PLEASE  CALL  1 -800- ARAM  ARK.  Managed  Services,  Managed  Better. 
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COMPUTERS 


A  BIG  SQUEEZE 
ON  BIG  IBON 

The  Intel-Microsoft  duopoly  looks  beyond  the  PC 


Roel  Pieper,  the  new  president  of 
Tandem  Computers  Inc.,  has  seen 
the  handwriting  on  the  wall.  Af- 
ter 22  years  of  creating  the  most 
sophisticated  hardware  and  software  for 
managing  zillions  of  transactions — track- 
ing trades  on  the  New  York  Stock  Ex- 
change or  billing  for  AT&T's  long-dis- 
tance business — Tandem  is  about  to  bet 
the  farm:  It  will  scale  back  develop- 
ment of  proprietary  operating-system 
software  and  hardware  designs.  Instead, 
it  will  build  computers  around  handy 
prefab  parts  from  Intel  Corp.  and  Mi- 
crosoft Corp. — just  as  personal-comput- 
er makers  do. 

Such  a  move  has  been  anathema  to 
Tandem  and  other  makers  of  midrange 
and  high-end  computers — who  never 
thought  they  would  have  to  make 
it.  But  new  building-block  technol- 
ogy from  Intel  and  Microsoft  is 
about  to  bring  the  economics  of  the 
PC  market  to  every  corner  of  the 
industry.  After  years  of  stagnation 
and  a  $22  million  operating  loss  for 
the  quarter  ended  Dec.  31,  Tandem's 
board  is  convinced  that  the  company's  1 
only  hope  for  a  turnaround  is  to 
adopt  the  new  business  model  early. 
The  plan:  Start  cranking  out  cheap 
midrange  computers  using  multiple 
Intel  microprocessors  and  Microsoft's 
Windows  nt  operating  system.  Then, 
freely  license  Tandem's  unique  fault-tol- 
erant technology  to  all  comers. 
"UP  AND  UP."  Get  ready  for  Wintel:  The 
Sequel.  Iii  PCs,  Wintel  machines — clones 
using  Intel  chips  and  Microsoft  Win- 
dows— dominate.  Nearly  90%  of  the 
desktop  computers  shipped  are  Wintel 
systems.  Now.  Intel  and  Microsoft  have 
a  new  generation  of  technology  to  aim 
higher.  Their  new  building  blocks  will  let 
computer  makers  create  inexpensive 
servers  that  will  pack  enough  pow- 
er to  run  multinational  corpora- 
tions, global  computer  networks, 
and  massive  di   t  centers.  Intel  anc 
Microsoft  will   move  up  and  up  and 
up,"  Pieper  sav-.  "There's  no  doubt 
in  my  mind  this  will  happen." 


It  won't  happen  overnight,  though. 
Before  the  new  servers  take  on  the 
biggest  computing  jobs,  they  will  have 
to  prove  they  are  as  reliable  as  the 
machines  doing  them  now — computers 
whose  designs  have  evolved  over 
decades  of  use.  NT  must  also  be  proved. 


Now,  for  example,  it  lacks  security  j 
tures  that  IBM  mainframe  custom 
take  for  granted.  And  the  Intel/Vi 
dows  NT  combo  can't  match  conv 
tional  "big  iron"  in  handling  large  ni 
bers  of  transactions — and  may  not  d( 
for  two  years.  That,  according  to  i 
Gadre,  vice-president  for  worldw 
marketing  at  Sun  Microsystems  I 
will  give  the  incumbents  time  to  g 
more  market  share,  "nt  is  far  fi 
being  the  inevitable  choice  of  the  ( 
poration,"  he  insists. 

But  the  trend  is  unmistakable.  ' 
Wintel  juggernaut  has  already  got  i 
head  of  steam  in  the  first  segm 
above  the  PC  market.  Today,  Intel-ba 
machines  account  for  63%  of  netw 
servers  produced,  according  to  mar 
researcher  International  Data  C( 
These  systems,  usually  souped-up  V 
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Tith  Intel  Behind  the 
Computer  Server... 


...Prices  May  Plunge 

Current  servers  based  on  non-Intel  chips 
will  soon  face  low-cost  challengers 


'92     '93     '94     '95     '96  '97 

AMILLIONS  OF  UNITS  SHIPPED   EST.  

DATA.  INTERNATIONAL  DATA  CORP 

Cs  with  lots  of  extra  disk  storage, 
ised  to  anchor  departmental  net- 
cs  of  desktop  computers  and  print- 
By  1998,  75%  of  the  servers  sold 
have  Intel  inside, 
le  next  step  will  be  the  arrival  of 
3ms  built  around  an  Intel  circuit 


lling  cheap  prepackaged 
erboards,  Intel  could 
e  winners  and  losers  in 
frames  and  minis — 
las  in  personal  computers 


d  that  incorporates  four  of  the 
giant's  new  Pentium  Pro  micro- 
essors.  Just  as  Intel  motherboards 
ed  Dell,  Packard  Bell,  and  Gateway 
beat  IBM  and  Compaq  to  market 
Pentium-based  PCs,  the  Pentium 
board  could  instantly  put  scores  of 
ers  into  the  midrange  and  high-end 
puter  business.  A  server  built 
nd  a  single  four-chip  Pentium  Pro 
'd  is  expected  to  deliver  the  power 
$1  million  server  but  at  half  the 
.  By  putting  multiple  boards  into  a 
em,  computer  makers  can  build 
-end  servers,  rivaling  the  largest 
lframes.  Sequent  Computer  Sys- 
;  Inc.,  for  example,  is  building  a 
sive  server  that  can  use  up  to  63 
Lium  Pro  boards. 

SAFE  HAVENS.  Computer  makers 
once  felt  their  unique  technology 
-  them  above  the  fray  may  soon  start 
g  the  math  that  compelled  Tandem's 
>er  to  jump  on  the  Wintel  bandwag- 
The  new  Intel  boards  and  NT  will 
down  barriers  to  entry  in  the  high- 
inges  of  the  computer  market.  And 
e  newcomers  won't  have  to  do  much 
heir  own  research  and  develop- 
t,  they'll  drive  down  prices.  Margins 
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*System  will  be  available  by  second  half  of  1996 

DATA:  COMPANY  REPORTS 

will  plunge  from  the  40%-to-55%  range 
that  companies  need  to  support  r&d  for 
proprietary  technology.  That  could  put 
the  squeeze  on  Digital  Equipment  Corp., 
for  example.  Digital  makes  its  own 
Alpha  chips,  which  are  still  more  pow- 
erful than  single  Pentium  Pros.  If  dec 
must  slash  prices,  it 
may  have  trouble 
maintaining  the 
Alpha  investment. 

Hardly  any  seg- 
ment is  safe.  At 
Chen  Systems,  the 
Eau  Claire  (Wis.) 
startup  formed  by 
the  supercomputer 
designer  Steve 
Chen,  engineers  are 
working  on  a  Pen- 
tium Pro  design. 
Chen,  who  spent 
years  trying  unsuccessfully  to  design  a 
world-beating  supercomputer  using 
dozens  of  custom  chips,  is  convinced  he 
can  get  top  performance  by  combining 
the  commodity  building  blocks.  The  cur- 
rent Chen-1000  uses  eight  166-mega- 
hertz  Pentium  processors  and  costs 
$243,000.  It  delivers  50%  of  the  power 
of  an  AlphaServer  8400  from  dec, 
which  costs  $1.1  million.  That's  half  the 
performance  for  under  one-fourth  the 
price.  Says  Chen:  "There  will  be  a  new 
generation  of  commodity-based 
machines  that  will  replace  the  mini- 
computers and  mainframes  of  today." 

That's  bad  news  for  mainframe  com- 
panies such  as  IBM,  Amdahl,  and 
Hitachi,  which  have  already  lost  ground 
to  increasingly  powerful  midrange  Unix 
systems.  Now,  they  could  find  them- 
selves under  attack  from  a  new  crop  of 
Wintel  competitors.  And — small  com- 
fort— so  will  the  companies  that 
launched  the  Unix  assault,  including 
Sun  Microsystems  and  Hewlett- 
Packard  Co.  "The  Unix  marketplace  is 
going  to  get  clobbered,"  says  Peter 
Lowber,  an  analyst  at  Datapro. 

No  wonder  computer  makers  ranging 
from  IBM  to  hp  are  joining  Tandem  in 


adopting  the  new  technology.  "Intel 
servers  are  the  new  building  blocks  for 
the  industry,"  says  J.  Thomas  West, 
senior  vice-president  at  Data  General 
Corp.  With  Intel  technology,  Data  Gen- 
eral claims  it  can  sell  computers  for  half 
the  price  of  some  competitors.  Intel 
servers,  says  West,  "will  push  PC  eco- 
nomics into  large-scale  computing  and 
do  for  the  data  center  what  Intel  has 
already  done  for  the  desktop." 
"CANT  FIGHT  IT."  For  its  part,  the  chip- 
maker  says  it's  simply  doing  what 
comes  naturally — helping  customers 
create  the  biggest  possible  market  for 
a  new  Intel  chip.  If  that  means  turning 
midrange  computers  into  a  mass  mar- 
ket with  PC-industry  economics,  so  be 
it.  "You  can't  fight  it,"  says  David  L. 
House,  a  senior  vice-president.  "People 
who  try  to  fight  the  tide  will  suffer." 

Microsoft  is  working  to  make  Win- 
dows NT  inevitable,  too.  The  NT  server 
operating  system  is  rapidly  evolving 
into  a  "serious"  operating  system  and 
gaining  popularity  in  Corporate  Amer- 
ica. NT  is  already  a  clear  and  present 
danger  for  Novell  Inc.,  whose  NetWare 
is  the  leading  software  for  running 
basic  local-area  networks  (page  1S2). 

Now,  married  to  speedy  Intel  hard- 
ware, NT  is  set  to  challenge  Unix,  the 
most  popular  operating  system  for 
midrange  computers.  Microsoft  has 
convinced  companies  such  as  sap  Amer- 
ica and  Computer  Associates  Interna- 
tional to  adapt  their  mainframes  and 
minicomputer  packages  for  NT.  Data- 
base king  Oracle  Corp.  also  offers  pro- 
grams for  NT.  Microsoft  has  a  com- 
pelling sales  pitch:  If  you  write  for  NT, 
your  product  will  run  on  scores  of  com- 
puters. If  you  write  for  Unix,  you  must 
customize  the  software  for  every 
machine — because  no  two  Unix  systems 
are  alike.  Another  factor:  Shipments  of 
all  forms  of  Unix  grew  by  12%,  to 
517,000  copies  last  year,  while  NT  sales 
quadrupled,  to  413,000,  says  IDC. 

The  growth  is  occurring  in  a  huge 
sweet  spot  in  the  market — where  Unix 
servers  have  been  selling  briskly  into 
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the  corporations  that  want  to  downsize 
from  mainframes.  These  customers, 
says  Anthony  A.  Ibarguen,  executive 
vice-president  at  Entex  Information 
Services  Inc.,  a  Rye  Brook  (N.  Y.)  com- 
puter reseller,  may  be  surprisingly 
eager  to  start  buying  larger  systems 
the  way  they  now  buy  pes.  "Does  it 
really  matter  to  customers  that  it  says 
IBM  or  Compaq  outside — or  is  it  Wintel 
inside  they  care  about?"  he  asks. 
NEW  SHAPE.  Customers  are  already 
kicking  the  tires  on  Pentium  Pro  pro- 
totypes. Texaco  Inc.  is  testing  servers 
from  Data  General,  running  Oracle 
databases  on  XT.  Ed  McDonald,  chief 
architect  for  Texaco,  says  he's  less 
excited  about  cost  savings  than  about 
how  he  can  use  NT  to  simplify  his  life.  If 
all  sorts  of  computer  makers  sell  NT- 
based  gear,  he  can  make  his  selection  on 
more  important  criteria  than  price  and 
performance.  "We  won't  make  the  deci- 
sion on  price,  because  we  don't  expect 
that  much  difference,"  says  McDonald. 
"We'll  make  it  instead  on  service:  Who 
has  service  organization  that  can  per- 
form in  mission-critical  solutions?" 

In  a  few  weeks,  the  new  midrange 
and  high-end  market  will  start  to  take 
shape.  IBM,  HP,  Compaq,  and  Dell  plan 
to  introduce  servers  built  around  the 
Intel  Pentium  Pro  boards.  Compaq 
Computer  Corp.,  the  leader  in  PC 
servers,  is  bound  to  be  particularly 
aggressive.  "This  will  place  us  in  the 
heart  of  the  traditional  midrange," 
says  Gene  Austin,  vice-president  for 
marketing  at  Compaq's  Systems  Div. 

To  make  sure  NT  is  up  to  the  job, 
Microsoft  is  negotiating  with  computer 
makers  to  get  technology  to  beef  up  the 
operating  system.  Tandem  software  for 
running  multiple  processors  and  han- 
dling complex  transactions  would  help. 
Both  companies  decline  to  comment  on  a 
deal.  Microsoft  is  already  working  with 
Digital  and  NCR  for  technology  that  will 
make  NT  work  in  large-computer  instal- 
lations and  is  developing  transaction  pro- 
cessing software  on  its  own. 

Will  that  carry  Wintel  machines  into 
the  heart  of  mini  and  mainframe  terri- 
tory?  Yes  and  no.  As  the  slowdown — 
Ivr  than  sudden  death — of  main- 
frame  sales  has  proved,  it's  hard  to  kill 
an  entrenched  computing  technology. 
But  the  low-cost  power  of  the  new  tech- 
nology can't  be  ignored.  The  answer, 
says  Richard  C.  Watts,  general  man- 
ager of  hp's  computer-products  organi- 
zation, is  that  the  old  and  new  "will 
have  to  learn  to  coexist."  Peacefully? 

By  Ira  Sager  with  Amy  Cmiese  and 
John  W.  Verity  in  New  York,  Paul  ('. 
Judge  in  Boston,  and  bureau  reports 


MICROSOFT  MAY  SOUND 
THE  DEATH  KNELL  FOR  NOVELL' 


Novell  Inc.  was  certainly  in  the 
right  place  at  the  right  time. 
Just  as  corporations  began  tying 
personal  computers  into  networks  in 
the  1980s,  Novell  came  out  with  Net- 
Ware, software  that  let  pes  share 
files,  programs,  and  printers.  Net- 
Ware became  a  standard  that  neither 
IBM  nor  Microsoft  could  dislodge. 
And  the  company  was  poised  to  ride 


SELL-OFF:  Novell  CEO  Frankenberg  has 
undone  his  predecessor's  diversification 


the  growth  wave  of  the  1990s:  the 
move  to  bigger,  more  complex  net- 
works, including  the  Internet. 

Instead,  Novell  is  behind  the 
eight  ball.  Sales  of  its  WordPerfect 
programs — recently  sold  to  Canada's 
Corel  Corp. — have  cratered.  Growth 
in  the  core  business  has  slowed,  too. 
In  the  quarter  ended  Jan.  27,  sales 
slumped  11%,  to  $438  million,  and 
Novell  has  warned  that,  with  the 
WordPerfect  sale  and  a  shift  to 
direct  sales  of  NetWare,  revenues 
could  drop  by  $225  million  this  quar- 
ter, producing  a  modest  loss.  Novell 
shares  have  skidded  from  a  high  of 
35  in  1993  to  an  all-time  low  of  11%. 

One  reason  for  the  reversal  of  for- 
tunes: Microsoft's  Windows  NT.  While 
NetWare  has  been  upgraded,  it  is 
still  limited  mainly  to  sharing  files 
and  printers  across  a  network.  Today, 
such  simple  networking  is  growing  a 
modest  12%  a  year.  But  there's  surg- 
ing demand  for  what  NT  does:  run- 
ning database  programs  and  applica- 


tions for  accounting  or  manufactur- 
ing, for  example.  That  has  attractec 
some  400,000  server  customers  to 
NT — many  of  whom  would  have  cho 
sen  NetWare  in  the  past.  Now,  Mi- 
crosoft is  getting  more  aggressive, 
giving  away  software  to  turn  NT  sy 
terns  into  servers  for  the  World  Wi 
Web.  "That's  the  death  knell  for  Nc 
ell,"  says  analyst  Paul  D.  Callahan  < 
Forrester  Research  Inc. 
NEW  FOCUS.  It  may  be  too 
soon  to  write  an  epitaph. 
Novell  retains  a  huge  folio1 
ing — 40  million  pes  on  3  m 
lion  networks.  And  Robert 
Frankenberg,  who  took  ovi 
as  ceo  in  1994,  has  undone 
the  diversifications  of  pred< 
cessor  Raymond  J.  Noorda 
In  addition  to  unloading 
WordPerfect— for  $750  mil- 
lion less  than  Noorda  paid- 
he  sold  the  Unix  software 
unit  for  $70  million  plus  on 
going  royalties. 

Now,  Novell  is  finally 
focused  on  networking.  A 
improved  version  of  Net- 
Ware, dubbed  Green  Rive 
which  adds  transaction  pi 
~  cessing  and  enhanced  sec 
rity,  is  due  this  summer.  And  Nov 
ell  is  extending  NetWare  and 
groupware  programs  to  work  wit! 
the  Web,  adding  support  for  Sun 
Microsystems  Inc.'s  Java  languagi 
and  lining  up  new  partners  such 
as  AT&T. 

Novell's  best  hope  may  be  in  th 
next  big  network  challenge:  creat 
ing  a  universal  method  for  keepin 
track  of  resources — users,  pass- 
words, E-mail  addresses,  PCs,  and 
programs — on  a  corporate  net  or. 
the  Internet.  NetWare  has  direc- 
tory services,  and  Novell  progran 
mers  are  developing  versions  for 
other  systems,  including  NT  and 
Unix.  Microsoft  won't  have  simila 
services  until  next  year.  "He  who 
controls  the  directory  wins  the 
next  round,"  says  Lee  Doyle,  an 
analyst  with  International  Data 
Corp.  And  for  Novell,  there  may 
not  be  many  others. 

By  Amy  Cortese  in  New  York,  wi 
Kath  y  Rebello  in  San  Francisco 
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Annualized  Total 
Return  To  Shareholders  Of  20% 
Over  The  Last  20  Years. 


©   Providing  shareholder  value 


is  one  of  American  General's 


guiding  principles 


For  instance, 


$  1 ,000  invested  in 


the  S&P  500  Index 


AGC 
$37,664 

S&P  500 
$15,229 


in  1975  was  worth  $15,229  in  1995. 


Over  the  same  period,  $1,000 


invested  in  American  General 


common   stock   grew   to  more 


than  $37,000  for  shareholders  — 


an  annualized  total  return  of  20%. 


Headquartered  in  Houston, 


American  General  has  assets  of  $61 


Source: 
Ibbotson 
Associates 


75  80  85  90 


billion  and  shareholders' 


equity  of  $5.8  billion. 


For  over  8  million 


households,  we  provide 


retirement  annuities,  consumer  loans 


and  life  insurance.  Making  us  one  of 


the  largest,  most  successful  diversified 


financial  services  organisations  in 


the  country.    H    For  more  informa- 


tion please  call  (800)  AGC-1111. 


AMERICAN 
GENERAL 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


low  Should  You  Invest? 

(You  Decide.) 


The  Right  Pto  At 
The  Right  Time? 


IShott 


THE  INSIDE 
%  ,  SCOOP 


The  Right  Place 
Oy^r  Time? 


Twentieth  Century's 
Growth  Equity  Funds 


Average  Annual  Total  Returns  os  ol  12/31/95  ' 


1  Year 

5-Year 

10-Year 

Life  of  Fund 

Ultra 

Investors 

37.7% 

25.0% 

19.8% 

17.8% 

(11/2/81) 

Vista 

Investors 

46.1% 

22.4% 

17.1% 

14.3% 

(11/25/83) 

Select 

Investors 

22.7% 

10.2% 

11.8% 

16.5% 

(6/30/71)' 

Growth 

//f(  i  StOTS 

20.4% 

14.8% 

14.2% 

18.2% 

(6/30/71 )' 

Heritage 

hmnstnrs 

26.7% 

16.5% 

16.0% 

(11/10/87) 

Pas)  performance  is  no  guarantee  of  future  results 

Chasing  the  hottest 
mutual  funds  might  be 
exciting  -  for  a  while. 
But  we  think  it's  better 
to  focus  on  funds  that 
have  already  established 
a  strong  long  term  record. 
While  the  I  isl  doesn't 


guarantee  the  future, 
we  believe  Twentieth 
Centuiy's  growth  funds 
have  a  record  that  speaks 
for  itself.  Call  us  toll  free 
and  ask  for  a  free  informa- 
tion kit:  1-800-345-2021. 
We'll  send  you  a  prospectus 


with  more  details,  includ- 
ing all  charges,  expenses 
and  minimums.  Please 
read  it  carefully  before 
you  invest.  Let  Twentieth 
Century  help  you  make 
the  most  of  your  strongest 
allies:  time  and  patience. 


1-800-345-2021 

http://nelworth.galt.com/twencenl 


Data  quoted  represent  ,t  per'umiance  and  assumes  reinvestment  of  oil  distributions  Post  performance  is  no  guarantee  of  future  results.  Investment  return  ond  principal  value  will  fluctuate,  and  redemption  value  may  be  more 
or  less  than  original  cos  Although  Select  ond  Growth  were  started  on  October  31,1 958,  their  performance  for  the  period  shown  corresponds  with  Twentieth  Centuiy's  implementation  of  its  current  investment  philosophy  and 
practices  on  June  30, 15     P.O.  Box  4: '200,  Kansas  City,  MO  64141-6200  ©1996  Twentieth  Century  Services,  Inc.,  Twentieth  Century  Securities,  Inc. 
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[formation  Processing 


1PUTERS 


iTEWAYS  DESTINATION: 
IUR  LIVING  ROOM 

betting  consumers  are  ready  for  its  big-screen  PC-TV 


ieodore  W.  Waitt  didn't  get  where 
ie  is  by  following  the  herd.  Instead 
f  setting  up  shop  in  Silicon  Valley 
>me  other  high-teeh  enclave,  he 
ed  Gateway  2000  Inc.  in  cow  coun- 
North  Sioux  City,  S.  D.  He  ignored 
tampede  to  mass-market  electronic 
s  and  stuck  with  mail-order  sales, 
j  presides  over  the  largest  mail-or- 
tC  company  in  the  U.  S. — revenues 
ed  37%,  to  $3.7  billion  in  1995— 
loesn't  look  the  corporate  mogul. 

With    his  hair 


IYBRID 
TEGH 

ponents  of  a 
00  home  PC 


IMPUTER 


Pentium,  1.6 
hard  drive,  16 
|  of  RAM,  TV 
;peed  CD-drive, 
)  modem,  stereo 
rd.  Speakers 


ONITOR 


nonitor  that  dis- 
>p  computer  text 
hies,  legible  from 
way. 

e  keyboard  and  a 
ie-size"  device  to 
'  onscreen  cursor, 
k  wirelessly  using 
ves,  not  infrared, 
jwners  don't 
loint  the  devices 
it  the  screen. 

:  COMPANY  REPORTS, 
BUSINESS  WEEK 


pulled  back  in  a 
ponytail,  the  33- 
year-old  entre- 
preneur greets 
visitors  in  jeans, 
an  open-collar 
shirt,  and  cow- 
boy boots. 

So  it  should 
come  as  no  sur- 
prise that  just 
when  the  com- 
puter industry  is 
buzzing  about 
stripped-down, 
$500  PCs  for 
cruising  the  In- 
ternet, Gateway 
is  headed  the 
other  way.  This 
spring,  the  com- 
pany plans  to 
start  selling  a 
deluxe,  $4,000 
home-entertain- 
ment setup  built 
around  a  person- 
al computer,  a 
31-inch  TV,  high- 
sound  and  graphics  capabilities,  and 
reless  keyboard. 

died  Destination,  the  system  is  de- 
id  to  bring  computing  into  the  liv- 
•oom.  Families,  says  Waitt,  will  be 
to  play  cd-rom  games  or  check  out 
sites  without  crowding  around  a 
monitor.  "We're  creating  a  new  cat- 
y  of  product,"  he  says.  "We  think 
e's  a  huge  market  for  this."  Tech- 
ay  gurus  are  impressed.  "It's  a  hell 
concept,"  says  Kimball  Brown,  an 
yst  at  Dataquest  Inc. 
lit  will  it  sell?  "I  don't  know  that 


we've  reached  the  point 
of  having  a  computer  in 
the  living  room,"  says 
Paul  Kandel,  senior  sec- 
tor manager  at  Dreyfus 
Corp.,  one  of  Gateway's 
largest  shareholders.  He 
worries  about  the  com- 
pany losing  focus. 
PITFALLS.  Destination  is 
not  the  first  tv-pc  com- 
bo. There  have  been  TV 
tuner  cards  that  let  PCs 
show  broadcasts  in  a 
small  window.  Apple 
Computer  Inc.  brought 
out  the  Mac  TV  in  1994,  - 
but  it  never  entered  mass  production. 
Destination  surpasses  those  machines 
by  marrying  a  conventional  TV  screen  to 
computer  graphics  technology,  which  re- 
sults in  crisper  resolution  than  a  stan- 
dard TV. 

The  pc-tv  could  pose  unprecedented 


E.R.  AND  AOL:  Waitt  is  tak 
a  risk  1/  sti'fi  m\n  retail 


challenges  for  Gateway.  This  is  the' first 
time  the  agile  PC  doner  has  pioneered  a 
new  market  segment.  And,  Waitt  con- 
cedes, Destination  may  force  Gateway  to 
move  beyond  mail  order.  Destination 
will  be  offered  through  the  direct-sales 
system,  but  Waitt  says  he's  also  talking 
to  retail  chains,  including  Best  Buy  and 
Elek-Tek,  about  carrying  the  hybrid  PC. 
Gateway  is  painfully  aware  of  the  pit- 
falls. Archrival  Dell 
Computer  Corp.  tried 
selling  home  PCs  in 
mass-merchandise  stores 
in  the  early  1990s — only 
to  retreat  in  1994,  when 
mounting  store  invento- 
ries contributed  to  a 
$35.9  million  loss.  "We 
found  the  key  advan- 
tages of  our  business 
model  did  not  apply  in 
the  retail  channel,"  says 
Tom  Martin,  Dell's  vice- 
president  for  marketing. 

That's  a  lesson  Waitt 
is  taking  to  heart.  He 
points  out  that  any  deal  with  retailers 
will  be  only  to  sell  Destination — not  PCs. 
"We  don't  want  to  screw  up  our  funda- 
mental model,"  he  says.  In  other  words, 
Destination  may  not  be  destiny 

By  Peter  Elstrom  in  North  Sioux 
City,  S.  D. 


ng 
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ONLINE  SERVICES 

WILL  WOW! 
WOO  THE  WARY? 

CompuServe  serves  up  an 
online  solution  for  holdouts 

espite  all  the  hype  about  going 
online  and  surfing  the  Net,  only 
11%  of  U.  S.  households — rough- 
ly 11  million  homes — subscribe  to  any 
online  service.  According  to  a  survey 
conducted  by  San  Francisco's  Odyssey 
Research  Partners,  what  makes  per- 
sonal-computer owners  shy  away  is  the 
difficulty  of  setting  up  the  software  and 
hardware  to  get  connected.  What's 
more,  once  online,  new  surfers  often 
can't  find  the  information  they  want — or 
their  kids  find  what  the  parents  don't 
want  them  to  see. 

These  are  the  simple  facts  that  have 
shaped  CompuServe  Inc.'s  latest  ser- 
vice. By  focusing  on  those  needs  and 
concerns,  the  No.  2  consumer  online  ser- 
vice hopes  to  make  a  dramatic  renewed 
push  into  the  growing  market.  In  mid- 


"FEEL  FREE  TO  EXPLORE":  It  costs 
$17.95  a  month  for  unlimited  access 

March,  the  h&r  Block  Inc.  subsidiaiy, 
based  in  Columbus,  Ohio,  showed  off 
Wow!,  a  service  created  specifically  for 
nontechies,  says  Scott  L.  Kauffman, 
vice-president  and  general  manager  of 
the  new  service. 

For  example,  to  simplify  online  navi- 
gation, the  main  menu  is  divided  into 
two  sections.  The  top  row  consists  of 
"action"  buttons — things  one  can  do  on- 
line, such  as  chat  or  shop.  Icons  in  the 
bottom  row  represent  "places" — areas 
of  interest,  such  as  sports,  where  Wow! 
integrates  both  its  own  content  and  links 
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Is  fishing  at  Waterfal 

Business  or  Pleasure? 


The  Decision  is  Good  lor  Business 
and  a  Pleasure  to  Make. 

Ford  Dealers  Assn.  of  Southern  California  For  the  last 
13  years,  Waterfall  Resort  has  been  our  incentive  /  business 
destination  of  choice.  Our  benefits  include  not  only 
improved  sales  results,  but  the  Waterfall  experience 
itself  helps  build  a  camaraderie  unlike  any  other  travel 
destination  we  have  used.         -  Paul  F.  Leader,  Chairman 

Imperial  Bank  Waterfall  is  an  exceptional  resort  simply 
because  it  all  works  so  well.  It  is,  by  far,  the  best  managed 
resort  in  Alaska.  We  look  forward  to  our 
annual  return  this  year  as  we  have  for 
the  past  decade. 

-  Norm  Creighton,  President  and  CEO 


ATERFAL1 

RESORT  U 
ALASKA 


Name, 


Tear  this  page  out 
and  fax  it  to  Waterfall 
(907-225-8530)  and 
receive  our  special 
resort  video,  hosted 
\  Member  oj  Alaska's  Inside  Passage  Resorts    by  Steve  Garvey 

email:  aipr@ix.netcom.com  •  internet:  http://www.virtualcities.com 


Title 


Company, 
Address  _ 
City 


..State. 


.Zip. 


Fax 


Area  Code  &  phone  

□  interested          -i  very  Interested  -i  Saltwater          -i  Freshwater 

-I  Business  Enteriainmen^         -I  Pleasure  Number  of  Guests  

Best  Season:    lJ  1996      -1 1997       May  June    July    Aug  Sept 


INFORMATION /RESERVATIONS: 
800-544-5125 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


HOW  TO  FIND  AN  EXECUTOR 
WHO'S  WILLING-AND  ABLE 


Comedian  W.  C.  Fields 
left  his  executor  a 
nightmare  task.  Fear- 
ful of  being  stranded  in 
strange  places,  the  actor 
opened  bank  accounts  in 
whistle-stops  across  the  coun- 
try. What's  more,  he  often 
used  fictitious  names,  so  that 
finding  all  of  the  accounts  af- 
ter his  death  posed  an  enor- 
mous challenge. 

While  you  can't  put  your 
executor  through  quite 
the  same  hoops  now 
that  banks  are  required 
to  issue  1099  forms  reporting 
interest  income,  you  still  need 
someone  who  can  accurately 
account  for  all  your  assets 
when  you  die  and  manage 
those  assets  wisely  until  they 
can  be  distributed.  The  choice 
of  an  executor  (called  a  per- 
sonal representative  in  some 
states)  is  critical  to  a  well- 
thought-out  estate  plan.  Yet 
many  people  simply  name  a 
relative  or  a  friend,  with- 
out giving  the  matter 
much  thought. 
"USELESS."  Being  an 
executor  isn't  an  hon- 
or. It's  a  job — and  a 
big  job  at  that.  Once 
you  look  at  what  an 
executor  must  do, 
you'll  want  to  choose 
an   individual  with 
both  financial  know- 
how  and  the  willing- 
ness to  carry  through. 
Willingness  is  as  vital  as 
competence,  says  trusts  and 
estates  attorney  Jerome  Man- 
ning of  Stroock  &  Stroock  & 
Lavan  in  New  York.  "You  can 
pick  someone  with  financial 
experience,  terrific  judgment, 
and  good   sound  business 
knowledge,  but  if  they  won't 
spend  the  time  doing  the  job, 
they're  worse  than  useless." 

Before  you  name  your  ex- 
ecutor, check  into  the  rules 


in  your  state.  Florida,  for  ex- 
ample, requires  that  a  per- 
sonal representative  be  ei- 
ther a  blood  relative  or  state 
resident.  Then  think  about 
just  how  much  you're  asking 
your  executor  to  do,  and 
bear  in  mind  that  this  time- 
consuming  responsibility  can 
easily  last  from  18  months 
to  three  years.  Name  a  suc- 
cessor executor  in  your  will 
in  case  your  first  choice  is 


ESTATE  PLANNING 


unable  or  unwilling  to  serve 
at  the  time  of  your  death. 

Executors  have  five  major 
tasks: 

■  Attending  to  the  initial  for- 


malities, including  probating 
the  will,  obtaining  a  federal 
tax  number  for  the  estate, 
and  hiring  professional  help. 

Despite  its  bad  press,  pro- 
bate is  relatively  simple.  In 
fact,  if  you  live  in  one  of  the 
16  states  that  have  adopted 
the  Uniform  Probate  Code 
(Alaska,  Arizona,  Colorado, 
Idaho,  Maine,  Michigan,  Min- 
nesota, Montana,  Nebraska, 
New  Jersey,  New  Mexico, 
North  Dakota,  Penn- 
sylvania, South  Caroli- 
na, South  Dakota,  and 
Utah),  all  your  executor  will 
have  to  do  is  register  the 
will  with  the  appropriate 
court  official.  The  hard  part 
comes  next. 


■  Collecting  assets  and 
ing  debts,  a  chore  tht 
eludes  securing  date-of-i 
valuations  for  brokeragi 
bank  accounts,  arrangin 
praisals  of  real  estate 
tangible  personal  prof 
and  identifying  valid  ( 
tors'  claims.  This  can  t; 
long  time  and  cause  a 
headaches  if  you  own 
to-value  assets  such  as 
estate  or  an  art  collecti 

■  Managing  assets,  ineli 
opening  bank  and  brok 
accounts  for  the  estate 
lecting  life  insurance  am 
ployer  benefits,  retitling 
erty,  arranging  safeke> 
of  tangible  personal  pr 
ty — and  most  impoi 
making  investment  deci 

Ttking  inventory  m; 
easy,  but  deciding  what 
with  the  assets  is  fri 
with  danger,  because  tr. 
ecutor  can  be  held  persi 
responsible  for  mistakes 
cost  the  beneficiaries  n 
"The  executor  must  si: 
the  portfolio  and  make 
sions,"  says  Manning. 


Wit  IDtU  aui  ariitauuutt 


i       Jsw  being  o  i  sound  mini!  and  nil 

tnd.0rtarc  llih  my  Us!  BUI  anil  Ststamrnl.  in  manlier  Jqllowi>.f 
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have  held  on  to  a  stock 
>f  habit  or  because  you 
t  want  to  sell  and  incur 
al-gains  tax,  but  your 
itor  must  act  in  the  best 
ests  of  your  benefieiar- 
ifou  could  sit  on  an  in- 
dent, in  other  words,  but 
executor  cannot, 
ing  tax  returns  and  pay- 
;axes,  which  can  mean 
leting  federal  and  state 
ne  tax  returns  for  the 
[dual  and  for  the  estate 
",  plus  a  federal  estate 
•eturn  (where  an  estate 
ids  $600,000,  even  if  no 
s  due)  and  state  inheri- 
!  or  estate  tax  returns, 
tsing  out  the  estate,  dis- 
ting  the  assets,  and 
ng  a  final  accounting  to 
the  beneficiaries  and  the 
is.  Distributions  can  be- 
>efore  the  estate  is  set- 
but  your  executor  must 

enough  in  reserve  to 
b  any  final  tax  bills  or 
•  claims  against  the  es- 
Figuring  out  how  much 
ough  can  be  tricky  be- 

although  a  response  is 


often  received  within  a  year, 
the  government  has  three 
years  from  the  filing  date 
(nine  months  after  death)  to 
audit  the  estate  tax  return. 

If  you  have  a  modest  es- 
tate or  if  all  your  assets  con- 
sist of  easily  valued  stocks 
and  bonds,  a  reliable  family 
member  may  be  able  to  do 
the  job.  On  the  other  hand,  if 
you  own  a  closely  held  busi- 
ness, real  estate,  or 
limited  partnerships, 
you  need  someone  with 
financial  savvy.  It's  im- 
portant to  value  such 
assets  properly,  says 
Howard  Gladston,  head 
of  trusts  and  estates  at 
Ballon  Stoll  Bader  & 
Nadler  in  New  York, 
"so  they  have  as  low  a 
value  as  possible  for 
irs  purposes,  yet  a  re- 


defensive  about  investments 
and  concerned  about  the  li- 
ability in  holding  on  to  risky 
assets."  An  individual,  he  be- 
lieves, is  more  likely  to  go 
along  with  your  wishes. 

An  institutional  executor 
makes  the  most  sense  with 
very  large  estates,  says 
Gladston.  "Most  banks  and 
trust  companies  really  aren't 
interested  unless  an  estate 

What  to  Consider  When 
Choosing  an  Executor 

CHECK  YOUR  STATE'S  RULES  before  you 
write  your  will.  In  Florida,  for  example, 
an  executor  who  is  not  a  blood  relative 
must  be  a  state  resident. 

NAME  A  SUCCESSOR  EXECUTOR  IN  YOUR  WILL 

in  case  your  first  choice  is  unable  or 
unwilling  to  serve  at  the  time  of  your 


the  personal  touch,  while 
making  sure  things  get  done 
in  a  timely  fashion.  Other- 
wise, with  a  big  institution, 
time  limits  can  get  lost  in  the 
shuffle." 

FINAL  SAY.  Another  possibil- 
ity: Select  an  individual  and 
give  him  or  her  60  days  or 
so  to  choose  a  professional  co- 
executor.  This  gives  the  indi- 
vidual the  chance  to  talk  to 
different  banks  to  find 
a  compatible  institution. 
You  can  ensure  that  a 
decision  is  made  by 
stating  in  your  will:  "If 
you  don't  act  within  60 
days,  then  bank  X  will 
be  your  co-executor." 
When  naming  co-ex- 
ecutors, you  can  give 
one  the  final  say  on  de- 
cisions, if  you  like,  to 
avoid  inaction  because 


alistic  value  that  will    of  split  opinions. 


pass  audit." 
DOWNSIDE.  Financial 
skills  can  be  hired,  of 
com'se,  but  at  the  very 
least  you'll  want  your 
executor  to  be  able  to 
evaluate  advice  intelli- 
gently. Some  people 
turn  to  professionals, 
naming    a    bank  or 


THINK  ABOUT  NAMING  CO-EXECUTORS,  either 
two  individuals  or  an  individual  and  an 
institution,  to  share  the  responsibility. 
You  can  give  one  the  final  say  on  deci- 
sions, if  you  like,  to  avoid  inaction  due 
to  split  opinions. 

CONSIDER  COMPETENCE  BEFORE  COMPEN- 
SATION. It's  penny-wise  and  pound-fool- 
ish to  name  an  executor  simply  because 


trust  companv  as  ex 

ecutor.  While  a  well-    ^_?L*L?eclines ^J™^*?™:  

MAKE  YOUR  EXECUTOR'S  JOB  EASIER  by  leav 
ing  well-organized  records. 


chosen  institutional  ex- 
ecutor can  offer  an 
array  of  services,  says 
Manning,  "the  down- 
side that  most  people  com- 
plain about  with  corporate 
fiduciaries  is  they  change 
personnel  a  lot.  It  can  be  un- 
settling to  a  family  to  work 
one  day  with  Harry,  another 
with  Elizabeth,  then  she 
leaves,  and  you're  left  with 
George." 

Another  problem  with  a 
large  institutional  executor 
may  be  that  there  is  no  one 
decision-maker.  Everything 
has  to  go  to  committee.  "How 
much  leeway  is  given  officers 
differs  from  institution  to  in- 
stitution," Manning  notes, 
"but  institutions  are  generally 
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is  a  few  million  dollars." 

Nonetheless,  it  may  be 
wise  to  use  an  institutional 
executor  if  your  will  provides 
for  a  long-term  trust.  William 
Knox,  an  attorney  with  Neu- 
berger  &  Berman  Trust  Co. 
in  New  York,  points  out  that 
"some  banks  won't  serve  as 
trustees  of  estates  that 
weren't  professionally  han- 
dled. They  feel  something 
might  be  overlooked,  some- 
thing might  blow  up." 

One  solution  is  to  name  an 
individual  and  a  bank  as  co- 
executors.  Gladston  likes  this 
approach  because  "it  ensures 


What  does  your  ex- 
ecutor get  out  of  all 
this,  besides  the  satis- 
faction of  a  job  well 
done?  States  have  dif- 
ferent rules  about  ex- 
ecutor compensation, 
often  based  on  a  per- 
centage of  assets  in  the 
estate.  In  New  York, 
for  example,  the  fee 
ranges  from  5%  on  an 
estate  of  $100,000  or 
less  to  $134,000  plus 
2%  of  anything  over  $5 
million. 
Don't  assume  that  a  bene- 
ficiary acting  as  executor 
should  forgo  a  fee.  Although 
executors  must  pay  income 
tax  on  their  compensation,  it 
can  make  good  financial 
sense  to  remove  the  execu- 
tor's fee  from  an  estate  that 
is  subject  to  hefty  federal  es- 
tate tax.  With  the  highest 
income  tax  rate  at  39.6%  and 
the  highest  federal  estate 
tax  rate  at  55%,  the  15 
percentage-point  spread  can 
be  money  in  the  pocket  of 
someone  who  is  serving 
both  as  beneficiary  and 
executor.  Grace  W.  Weinstein 


This  time-consuming  responsibility  can  easily 
last  from  18  months  to  three  years 
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Personal  Business 


FOCUS  ON  YOUR  OWN  GOALS, 
NOT  THE  BULLS  AND  BEARS 


If  you've  been  ob- 
sessing over  whether 
to  plunge  into  the 
long-standing  bull 

market,  the  Dow's  precipi- 
tous Mar.  8  drop  might  have 
made  you  glad  you  waited  to 
buy.  Then  again,  it  might 
have  enhanced 
your  paralysis 
by  making  you  fearful  of 
even  further  declines.  Ei- 
ther way,  you'd  be  wrong:  If 
you're  making  a  decision 
about  investing  in  stocks, 
you  need  to  disregard  the 
market  level  on  any  given 
day  and  focus  on  your  longer- 
range  financial  goals. 

Granted,  that's  a  tough 
suggestion  to  follow.  With 
the  Standard  &  Poor's  500- 
stock  index  up  nearly  38% 
in  1995  and  the  market's 
rampant  volatility  this  year, 
it's  no  wonder  many  people 
are  hesitant  about  dumping 
money  into  stocks.  Howev- 
er, "investing  should  never 
be  a  function  of  how  high  or 
low  the  market  is,"  says 
Larry  Elkin,  an  accountant 
and  financial  planner  in  Hast- 
ings-on-Hudson,  N.  Y.  Ex- 
perts agree  that  despite 
market  behavior,  it's  impor- 
tant to  be  disciplined  about 
investing. 

Why?  Because  it's  impossi- 
ble to  time  the  market's  ups 
and  downs.  Consider  this:  If 
you  invested  $1  in  the  s&p  in 
1926,  you  would  have  earned 
$1,114  by  yearend  1995  (in- 
t  ermediate-term  government 
! Hinds  would  have  returned 
$36).  But  if  you  subtract  the 
best  35  months  during  those 
69  years,  your  investment 
would  only  be  worth  $10.16, 
according  to  Ibbotson  Asso- 
ciates, a  consulting  firm. 
"Blink,  and  the  best  time  to 
invest  in  the  market  is  gone," 
says  Robert  Phillips,  an  Indi- 
anapolis money  manager. 

That's  why,  if  you  have 


SMART  MONEY 


money  destined  for  the  stock 
market,  many  financial  advis- 
ers would  recommend  simply 
dropping  it  in  now.  "There  is 
no  benefit  to  dollar  cost  av- 
eraging vs.  investing  in  a 
lump  sum,"  argues  Ibbotson 
consultant  Derek  Sasveld. 
Others  would  say,  however, 
that  spreading  out  your  in- 
vestment pay- 
ments over  a 
period  of  time  is  useful  as  a 
psychological  motivator  for 
a  reluctant  investor  or  as  a 
direct  deposit  from  a  monthly 
paycheck. 

This  assumes  you  already 
have  a  portfolio  in  place.  If 
you  don't,  then  consider  your 
long-term  financial  goals  and 
the  returns  you  need  to 
achieve  them.  Would  you  like 
the  money  in  six  years,  to 
send  a  child  to  college,  or  in 
12  years,  to  live  off  of  when 
you  retire?  With  these  ques- 
tions answered,  figure  out 
your  risk  tolerance.  "How 
much  of  a  drop  in  the  market 
can  you  accept  before  you 
panic  and  sell?"  asks  New 
York  financial  planner  Robert 
Clarfeld. 

GAIN  AND  PAIN.  To  determine 
your  pain  threshold,  it  helps 
to  know  what  your  chances 
are  of  losing  money  if  the 
market  plummets.  For  stocks 
invested  in  the  s&p  for  one 


year,  you  have  a  27%  chance 
of  losing  money.  That  drops 
to  10%-  when  you  stay  in- 
vested for  five  years  and  4% 
with  a  10-year  time  period. 
After  12  years,  your  chances 
of  suffering  a  loss  falls  to 
zero,  says  Ibbotson.  You 
should  be  able  to  ride  out  a 
crash.  In  all  but  2  of  the  12 
bear  markets  since  1948,  the 
market  more  than  made  up 
for  its  loss  in  the  first  year 
following  a  bottom. 

Armed  with  historical  data, 
personal  goals  and  risk  toler- 
ance, it's  time  to  devise  an 
asset-allocation  plan.  Natu- 
rally, everyone's  portfolio  will 


Why  It  Pays  to  Stick  It  Out  with  Stocks 


BEAR  MARKET 

LENGTH 
IN  MONTHS 

TOTAL  RETURN 
FOR  THE  PERIOD 

(S&P  500) 

TOTAL  RETURN 
FIRST  YEAR 
AFTER  BOTTOM 

DEC.  '68  TO  JUNE '70 

19 

-29.3% 

41.9% 

JAN.  73  TO  SEPT.  '74 

21 

-42.6 

38.1 

JAN.  '77  TO  FEB.  *78 

14 

-14.1 

16.6 

DEC.  '80  TO  JULY  '82 

20 

-16.9 

59.4 

SEPT.  '87  TO  NOV.  '87 

3 

-29.5 

23.2 

JULY  '90  TO  OCT.  '90 

4 

-14.1 

33.5 

AVERAGE 

13.5 

-24.4 

35.45 

DATA  SANF0R0  C 

BERNSTEIN  &  CO 

IBBOTSON  ASSOCIATES 

be  different,  but  there  is 
basic  tenet:  diversificatic 
can  increase  return  \ 
minimizing  risk.  There's  : 
risk  in  100%  bonds  than 
bonds  and  20%  stocks. 
Perhaps  the  most  effi 
and  cost-effective  wa 
play  the  market  is  thr 
an  index  fund.  These  1 
buy  stocks  to  mirro 
index  instead  of  trc 
securities  as  an  act 
managed  portfolio  < 
Rather  than  beat  the  ma 
index  funds  try  to  repl 
it.  They  make  sense  \ 
you  consider  that  only 
of  the  diversified  equity  1 
beat  the  s&p  last  year 
cording  to  Morningstar 
fund-research  firm.  W 
more,  "index  funds  add  1 
because  they  have  lowe: 
penses,"  says  Chicago  f 
cial  planner  Mark  Bell. 
Vanguard  s&p  500  index 
has  an  expense  ratii 
0.19%,  compared  with 
for  all  large-cap  stock  fu 
HAPPY  UNION.  For  inve: 
who  want  to  take  a  ch 
with  stock  picking,  Mar 
Acuff,  Smith  Barney's  ] 
folio  strategist,  sees  som< 
portunity  in  technc 
stocks,  specifically,  comp; 
with  well-established  p 
ucts  and  services  that 
port  the  convergence  ol 
cable  and  telephone  in 
tries.  He  doesn't  think 
time  to  move  entirely 
cyclical  stocks  as  a  pla 
an  improving  economy 
think  a  blend  of  growth 
cyclical  stocks  are  a  j 
bet,"  says  Acuff.  Util 
should  be  avoided,  he 
gests,  because  of  slow  gr 
in  that  sector. 

Remember,  if  you  k 
your  objectives  and  are 
fortable  with  the  dowr 
risk,  then  when  to  in 
shouldn't  be  a  questio 
vour  mind.       Toddi  Gh 
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Mom  hasn't  responded 
to  me  in  weeks. 


Helpline  has  . . . 
every  time  I've  called. 


10 

I  I  "7M  I  \^  f-l?  Q  '  The  Alzheimer's  Association  of  the  Greater  Bay  Area  provides 

Mg^r  <J  support  services  and  educational  programs  to  patients,  families 

f»lf  ASSOCIATION  and  caregivers  throughout  the  San  Francisco  Bay  Area. 

Someone  to  Stand  by  You 

In  the  Bay  Area  call  1-800-660-1993 


We  Supply 
some  or  the 
busiest  kitchens 
in  town 

St.  Anthony  s,  Meals  on  Wheels , 
Larhin  Street  Youth  Center 


-  _v2 


Colic  cting  and  Distributing 
food  to  agencies  that  feed 
hungry  people. 

(415)  957-1076 


SAN  PRANCISO  ) 

FOOD 
BANK 


rking  in  your  room]  Perhaps  you  want  to  oenO  a  fax.  To  order  a  dinner  entree.  To  have 
suit  dry-cleaned.  To  get  tickets  for  the  theatre.  In  this  office,  you  can  request  anything  you 
J.  Including  hours  upon  hours  ot  wonderfully  productive  silence.  For  reservations  at  The  WeJtin 
la  Pla  za,  Ale.xieo  City,  or  at  any  Wedtin  hotel  or  reoort,  call  your  travel  counselor  or  (800)  228-5000. 


If  the  variable  annuity 
you  invested  in  a  few 
years  ago  is  not  meet- 
ing your  retirement 
planning  expecta- 
tions, or  if  you  find  that  your  returns  are  being 
consumed  by  high  fees,  maybe  it's  time  you  had 
a  look  at  ours. 

"...T.  Rowe  Price  No-Load  Variable 
Annuity  brings  a  wealth  of  investment 
experience  to  the  table. ...With  excellent 
funds  and  low  fees,  it  offers  investors 
the  potential  for  considerable  growth 
over  time." 

-Morningstar  Variable  Annuities/Life  (1/31/96) 

In  addition  to  low  annuity  fees  and  investment 
costs,  you'll  find  that  the  T.  Rowe  Price 
No-Load  Variable  Annuity,  issued  by 
Security  Benefit  Life  (and,  in  New  York,  by 
First  Security  Benefit  Life),  also  offers  no 
sales  loads,  annual  maintenance  fees,  or 
surrender  charges. 

Our  variable  annuity  gives  you  the  flexibility  to 
switch  investments  among  five  T.  Rowe  Price 
managed  portfolios  and  the  insurer's  Fixed 
interest  Account  up  to  six  times  a  year.  And,  if 
ou  establish  a  certain  allocation  for  your 
l  iable  annuity,  we  will  automatically  reset 
allocation  on  a  quarterly  basis. 


T.  Rowe  Price 
No-Load  Variable  Annuity 

"Stepped-up"  death  benefit* 
A  variety  of  investment  options 
Asset  rebalancing 


In  the  event  of  your 
death,  the  T.  Rowe 
Price  No-Load  Variable 
Annuity  has  an 
important  built-in 
guarantee:'"  Your  beneficiary  will  receive 
at  least  the  minimum  amount  of  your  total 
investment  (less  any  withdrawals),  and  this 
resets  every  five  years  to  account  for  any 
investment  appreciation. 

Learn  more  about  our  no-load  variable  annuity 
and  how  you  can  transfer  your 
account  without  incurring  taxes. 
Request  a  prospectus  with 
more  complete  information, 
including  charges.  Read  it 
carefully  before  you  invest 
or  send  money. 


Call  1-800-341-0046 
24  hours  to  receive  a  free 
Variable  Annuity  Information  Kit 


Invest  With  Confidence  " 

T.RoweFHce 


CM, 


A  death  benefit  <■  prior  to  the  date  annuity  payments  begin  if  the  variable  annuity  is  purchased  before  age  76.  The  stepped-up  death  benefit  is  not  available  in  the  st; 

Honda.  The  T  R  \o-l.oad  Variable  Annuity  has  an  annual  mortality  and  expense  rate  of  .55%.  Management  fees  for  the  investment  options  vary  with  the  portfolio  sell 

For  the  Fixed  loi.-t  a.  the  interest  rate  is  net  of  charges  F.xchanges  and  withdrawals  from  the  Fixed  Interest  Account  are  subject  to  certain  limitations.  The  T.  Rowe  Prio 

Load  Variable  V  ed  by  Security  Benefit  Life  Insurance  Company  (Form  V6021).  In  New  York,  it  is  issued  by  First  Security  Benefit  Life  Insurance  and  Am 

Company  of  New  te  Plains,  New  Vork  |  FSB20K  1-94) I .  T.  Rowe  Price  refers  to  (he  underlying  mutual  funds'  investment  managers  and  the  distributors,  T.  Rowe 

Investment  Sen  Price  Insurance  Agency,  Inc.;  and  T,  Rowe  Price  Insurance  Agency  of  Texas,  Inc.  The  Security  Benefit  Group  of  Companies  and  the  T.  Rowe 

companies  are  not  ,i:  ins  variable  annuity  contract  has  limitations  Call  a  representative  for  costs  and  complete  details  of  the  coverage.  vahk 


ILDING 

JETTER  MOUSE 


pc  buyers  to 
le  the  key  fea- 
s  they  would  most 
nt  on  a  new 

op  computer,  and  they'll 
t  mention  a  swift  micro- 
ssor,  generous  supply  of 
om-access  memory 
|  spacious  hard  drive, 
harp  color  monitor.  Far 
l  the  wish  list — if  it 
5  up  at  all — is  a  souped- 
)use.  Indeed,  it's  hard  to 
er  excitement  over  a 
ing  device.  Just  about 
y  new  PC  comes 
iped  with  a  mouse  from 
)soft,  Logitech,  Ken- 
on,  or  some  no-name 
1.  By  now,  the  little  de- 
that  choreographs  the 
ing  cursor  has  become 
im. 

t  heavy  PC  users  should 
ike  these  computer  crit- 
br  granted,  especially  as 
pecies  proliferates.  The 
1  incorporates  the  con- 
onal   mouse,  cordless 

trackballs  (basically 
ationary  upside-down 
e),  and  finger-controlled 
i  pads.  There  is  even 
thing  for  the  smallest 
y  members:  Microsoft 
*ht  out  EasyBall  last 
a  huge,  yellow  trackball 
1  at  2-  to  6-year-olds. 
IB  SUPPORT.  With  in- 
ed  attention  being  paid 
petitive  stress  injuries 
of  the  hand  and  wrist, 
'  companies  are  trying 
sign  better-fitting,  ergo- 
:ally  correct  mouse  prod- 
The  new  Contour  Mouse 
Contour  Design  in  San 
)n,  Calif.,  is  available  in 
i  sizes:  a  large  version 

for  individuals  with 
s  over  T/>  inches  long 
i  the  first  crease  of  the 
to  the  tip  of  the  middle 
r),  a  smaller  model  for 
s  less  than  6%  inches, 
i  midsize  mouse  that  fits 
s  in  between.  Contour 


claims  the  precise  fit  gives 
the  hand  and  fingers  better 
support.  Among  the  other  er- 
gonomic  features  are  three 
elevated  buttons  shaped  to 
reduce  excessive  strain  on 
the  fingers,  a  thumb  support 
on  the  side,  and  a  hump  on 
which  the  palm  can  rest. 

"You  can't  run  in  the 
Olympics  in  one-size-fits-all 
shoes,"  and  you  shouldn't 
have  to  conform  to  a  particu- 
lar mouse,  maintains  Dr.  Emil 
Pascarelli,  a  professor  of  clin- 
ical medicine  at  Columbia 
University's  College  of  Physi- 


cians &  Surgeons,  and  co-au- 
thor with  Deborah  Quilter  of 
Repetitive  Strain  Injury:  A 
Computer  Users  Guide  (John 
Wiley  &  Sons,  $14.95).  Pas- 
carelli says  buyers  should  try 
out  several  mice  in  the  com- 
puter store.  See  what  feels 
right,  he  says,  and  don't  hes- 
itate to  return  a  mouse  if  any 
discomfort  ensues. 

Placement  of  a  mouse  is 
also  critical.  Pas- 
carelli believes  a 
pointing  device  should  be  sit- 
uated as  close  as  possible  to 
the  PC  keyboard,  and  at  the 
same  level.  Both  the  Cirque 
GlidePoint  and  the  Synaptics 
Touche  Touch  Pad,  which  are 
thin,  stationary  devices  slight- 
ly larger  than  a  floppy  disk, 
fit  neatly  next  to  the  key- 
board. You  gently  slide  a  sin- 


COMPUTERS 


NEW  BREED:  CONTOUR,  GLIDEPOINT,  AND  REMOTEPOINT 


The  Fine  Points  of  Pointing  Devices 

PRODUCT/ 

COMPANY 

CIRQUE  GLIDEPOINT 
DESKTOP 

CIRQUE 

CONTOUR  MOUSE 

CONTOUR  DESIGN 

REMOTEPOINTPLUS 

INTERLINK  ELECTRONICS 

TOUCHE  TOUCH  PAD 

TOUCHE  TECHNOLOGIES 


COMMENTS 

Finger  movements  control 
cursor  via  this  touch-sensitive 
pad. 

Three-button  mouse  comes  in 
small,  medium,  and  large  sizes. 

Cordless  remote  mouse  has 
40-foot  range.  Good  choice  for 
presentations. 

Finger  controlled.  Programmable 
buttons  let  users  adjust  touch 
sensitivity. 

DATA:  BUSINESS  WEEK 


PRICE 


$89 


$80 


$200 


$60 


gle  finger  across  a  small 
smooth  surface  area,  and  the 
cursor  moves  in  tandem. 

The  touch  pads  require  an 
adjustment  period.  To  select 
an  object — the  equivalent  of  a 
left  click  on  a  regular 
mouse — you  tap  a  finger  once 
on  the  Cirque  or  Touche  sur- 
face area.  Two  taps  equal  a 
double  click.  To  "click  and 
drag,"  you  tap  twice  but  hold 
the  finger  down 
and  glide  it  along 
the  surface  on  the  second  tap. 
Folks  who  would  rather  avoid 
the  fingertip  tap  dance  can 
press  real  mechanical  buttons 
next  to  the  smooth  surface. 
'ERASER  HEAD.'  Fingertips 
still  do  most  of  the  work  with 
Interlink  Electronics'  new 
DeskStick,  a  contraption  that 
resembles  a  wide-bodied 
mouse  but  stays  in  place  like 
a  trackball.  People  place  their 
palms  on  the  top  and  extend 
an  index  finger  to  control  a 
tiny,  pressure-sensitive  Ver- 
saPoint  "eraser-head"  point- 
ing device,  such  as  the  one 
found  on  many  notebook  com- 
puters. Two  large  buttons  on 
either  side  of  the  eraser  head 
let  users  perform  the  requi- 
site clicking  functions,  though 
I  found  it  difficult  to  drag. 

Interlink  also  recently  un- 
veiled a  product  for  people 
who  want  to  put  distance  be- 
tween themselves  and  their 
PC.  Users  aim  the  Remote- 
PointPlus  cordless  mouse  at 
an  infrared,  battery-powered 
receiver  hooked  up  to  the  se- 
rial port  on  the  back  of  the 
computer — in  fact,  it  must  be 
installed  in  addition  to  a  reg- 
ular mouse. 

The  handheld  device  has  a 
range  of  40  feet  and  requires 
a  clear  line  of  sight  to  the  re- 
ceiver. On  the  remote  itself 
is  a  360-degree  cursor  con- 
trol button,  plus  extra  pro- 
grammable buttons  that  can 
be  used  to  launch  programs, 
save  files,  and  so  on.  As  such, 
RemotePoint  Plus  is  useful 
for  anyone  giving  a  presen- 
tation or  for  just  kicking  back 
and  surfing  the  World  Wide 
Web.  This  is  one  mouse  you 
can  get  excited  about — even 
if  the  cat  could  care  less. 

Edward  Baig 


SPECIAL  ADVERTISING  SECTION 


THE  PLAYERS 

CHAMPIONSHIP 


Fifteen  years  ago,  in  March  of  1982,  THE  PLAYERS 
Championship  made  its  debut  at  its  permanent  home, 
the  Stadium  Course  at  the  TPC  at  Sawgrass.  The  crown 
jewel  of  the  PGA  TOUR  had  been  unveiled  to  the 
golfing  world,  which  looked  on  in  wonder. 

Designed  by  renow  ned  golf  course  architect  Pete  Dye.  the415-acre, 
par-72  Tournament  Players  Club  at  Sawgrass  had  opened  for  business 
two  years  before.  With  THE  PLAYERS  Championship,  it  created  an 
impact  on  the  game  that  continues  to  be  felt  today. 

Beginning  in  19".  the  sports  world's  focus  turned  each  March  to 
Ponte  Yedra  Beach.  FL.  which  then  had  become  home  to  THE  PLAYERS 
Championship.  Starting  in  1 9S2.  that  focus  shifted  to  the 
^»  Stadium  Course. 

This  year,  during  the  week  of  March  25-31,  the 
strongest  field  in  golf  tees  it  up  for  the  15th  consec- 
utive year  at  the  venue  constructed  specifically 
for  THE  PLAYERS  Championship.  Defending 
his  title  will  be  Lee  Janzen. 

"Lee  Janzen's  victory  last  year  over  a 
golf  course  prepared  to  challenge  such  a 
strong  field  was  a  masterful  accomplish- 
ment." said  PGA  TOL'R  Commissioner 
Tim  Finchem.  "It  was  the  latest  intrigu- 
ing chapter  in  the  storied  history  of 
THE  PLAYERS  Championship  and  the 
Stadium  Course. 

"We  look  for  more  suspense  this 
year,  followed  by  the  crowning  of 
yet  another  worthy  champion  as  THE 
PLAYERS  Championship  continues  to 
earn  worldwide  recognition  as  one  of 
golf's  premier  events." 

Last  year,  at  age  30, 
Janzen  edged  Bernhard 
Langer  by  one  stroke 
and  topped  Cores  Pavin, 
Gene  Sauers  and  Payne  Stewart 
by  two  in  winning  hi*,  fifth  PGA 
TOL'R  title.  Later  in  the  year, 
the  winner  of  the  1993  U.S.  Open 
added  TOL'R  victories  Nos.  6 
and  7  at  the  Kemper  Open  and 
Sprint  International. 

Janzen'-.  victory  celebration 
didn't  come  close  to  matching 
that  at  the  TPC  at  Sawgrass  inau- 
gural. Everything  tied  to  the 
unveiling  came  off  as  planned  - 
with  the  notable  exception  of 
what  happened  at  the  very  end. 


To  the  amazement  of  everyone.  Jerry  Pate 
brated  his  two-stroke  victory  over  Brad  Brya 
and  Scott  Simpson  by  taking  then-Commissi< 
Deane  Beman  and  architect  Dye  for  a  swim 
the  pond  adjoining  the  18th  green  during  rr 
award  ceremony. 

Beman.  whom  Finchem  succeeded  as  tht 
TOL'R's  third  Commissioner  on  June  1,  19 
is  credited  with  many  of  the  ideas  for  THE 
PLAYERS  Championship  and  the  course  th; 
is  its  home.  Beman  envisioned  a  course,  own* 
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THE  PLAYERS  Championship 
Television  Schedule 

Thursday,  March  28 
First  Round  of  Competition 
ESPN 

10  a.m.-1  p.m.  and  3-6  p.m.  EST 


Friday,  March  29 
Second  Round  of  Competition 
ESPN 

10  a.m.-1  p.m.  and  3-6  p.m.  EST 


Saturday,  March  30 
Third  Round  of  Competition 
NBC  Sports 
2-6  p.m.  EST 

Sunday,  March  31 
Final  Round  of  Competition 
2:30-6  p.m.  EST 


and  operated  by  the  TOL  R  and  its  member? 
where  fans  would  enjoy  full  access  and  unol 
structed  views  at  the  tournament. 

"I  felt  the  TOL'R  needed  a  permanent  sit 
and  roots  somewhere."  Beman  said.  "Seconi 
I  felt  the  way  to  build  THE  PLAYERS  Chan 
onship  into  the  TOL'R's  most  important  tot 
nament  was  to  own  and  control  our  own  cou 
and  build  a  facility  that  was  better  than  wh 
anyone  else  had." 

What  evolved  was  a  venue  with  startling 
design  features.  Spectator  mounds,  some  as  h 
as  30  feet,  provided  thousands  of  spectators 
a  "front-row"  seat  to  the  action.  And  natura 
waste  areas  reduced  the  area  requiring  main 
nance  to  45  of  the  415-acre  total. 

Recognized  throughout  tl 
world  is  the  signature  hole  of 
Dye-Beman  creation,  the  par 
l~th  hole  with  its  island  gree 
Not  a  long  hole  at  132  yards 
from  the  back  tee.  it  has  dra\ 
praise  and  ire  from  professio 
and  amateur  alike. 

The  design  of  the  course,  t 
consistently  outstanding  fiek 
and  the  prestige  of  winning 
THE  PLAYERS  Championsh 
and  its  10-year  exemption  ha\ 
combined  to  produce  many 
memorable  moments. 

Last  year.  Janzen  opened 
solidly  in  windy  conditions, 
posting  a  3-under-par  69  thai 
had  him  three  strokes  off 
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s  first-round  lead.  A  two-over  74  dropped 
ie  more  behind  Pavin,  now  joined  on  top 
lers  at  5-under  139. 

rin,  destined  to  win  his  own  U.S.  Open  in 
jontinued  to  share  the  lead  through  three 
s.  But  another  Janzen  69  brought  him  to 
i  one  stroke  of  Pavin  and  Langer,  both  at 
:r-par  211,  after  54  holes, 
iday  dawned  as  Lee  Janzen's  day.  By  the 
lole  the  outright  lead  was  his.  After  his 
)irdie  of  the  round  on  16,  a  marvelous  up- 
awn  on  17  and  five-foot  putt  on  18,  the 
•00  winner's  check  also  was  his. 
th  earnings  of  $1,378,966  in  1995,  Janzen 
id  third  on  the  Official  Money  List  to 
'LAYERS  champion  Greg  Norman's 

PLAYERS  Championship 

:a  CC,  Atlanta,  GA 

Jack  Nicklaus 
ial  CC,  Fort  Worth,  TX  

Al  Geiberger 
ary  G&CC,  Lauderhill,  Hi- 
jack Nicklaus 
ass  CC,  Ponte  Vedra  Beach,  FL 

Mark  Hayes 

Jack  Nicklaus 

Lanny  Wadkins 

Lee  Trevino 

Raymond  Floyd* 

it  Sawgrass,  Ponte  Vedra  Beach,  FL 
Jerry  Pate 
Hal  Sutton 
Fred  Couples 
Calvin  Peete 
John  Mahaffey 
Sandy  Lyle::" 
Mark  McCumber 
Tom  Kite- 
Jodie  Mudd 
Steve  Elkington 
Davis  Love  III 
Nick  Price 
Greg  Norman 
Lee  Janzen 

playoff 


'  ",;,,(:"::  Lu:;j['i 

TOUR-record 
$1,654,959.  But  Lee's 
PLAYERS  payday  certainly 
gave  him  an  early  leg-up  in  last 
year's  money  race. 

Another  $540,000  first-place  check  is  up 
for  grabs  the  last  week  in  March.  Who  wil 
be  the  15th  winner  at  the  TPC  at  Sawgrass? 
And  no  one  has  won  twice  since  THE  PLAYERS 
Championship  moved  to  Ponte  Vedra  Beach 
in  lc>77.  Might  that  happen  this  year? 

No  matter  who  captures  the  1996  PLAYERS 
Championship,  Northeast  Florida  charities 
will  be  the  beneficiaries. 

Since  1977,  THE  PLAYERS  has 
generated  more  than  $6.8  million 
for  chanty.  Of  that  total,  $511,000 
came  from  the  1995  event  alone. 

TOUR  players  may  capture 
the  newspaper  headlines  each 
week,  but  the  real  winner 
on  the  PGA  TOUR  is  chan- 
ty. A  record  $25.2  million 
was  raised  in  1995.  At 
some  point  during  the 
1996  season, the  total  gen- 
erated for  charity  by  PGA 
TOUR  events  since  the  first 
tournament  donation  was 
made  in  1938  will  surpass 
$300  million. 


the  future. 


THE  EXHIBIT  PROGRAM  AT 
HANNOVER  FAIR  '96: 

PARTNER  USA 
Robotics  and  automation 
Materials  handling  technology 
and  logistics  (CeMAT) 
Surface  treatment 
Subcontracting  parts 
and  industrial  materials 
Energy  and  environmental 
technology 

Installation  technology 
for  buildings 
Lighting  technology 
(World  Light  Show) 
Plant  engineering 
Research  and  technology 

DIRECT  INFORMATION 

Fax  polling  service:  01149-511-288  87  50 
Via  Internet:  http://www.messe.de 


Find  the  right  technoioc 
your  future  plans  and  pr 
at  HANNOVER  FAIR  '96 
world's  leading  exhi 
of  industrial  technolog 
7,000  manufacturers 
60  countries.  Sample  the 
technologies,  preview 
newest  trends  and  firn 
inspiration  -  and  produ 
you  need  to  lead  your  bus 
into  the  new  milleniun 
there  at  the  HANNOVER  F/ 
Our  special  focus  in 
Partner  USA.  Check  out 
exhibit  options,  catalog  di: 
and  visitor  packages  toda; 


HANNOVEf 
MESSE  91 

Your  company  depends  on  new  ideas.      april  22-2; 


For  more  information:  Hannover  Fairs  USA,  Inc.,  103  Carnegie  Center,  Princeton,  NJ  p^54ATel60^i987il202.  Fax:  609-987  0092. 


isiness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


ge  from  last  week:  0.7% 
ge  from  last  year:  2.3% 


PRODUCTION  INDICATORS 


I  week:  0.0% 
I  year:  2.5% 


ODUCTION  INDEX 

Mar.  2=126.1 
—  1992=100 


LEADING  INDEX 

Mar.  2=257.8  - 
1967=100 


230 


War  July  Nov.  Mar 

995  1995  1995  1996 

es  are  4-week  moving  averages 

iduction  index  increased  during  the  week  ended  Mar.  2,  but  the  index 
calculation  of  the  four-week  moving  average  dropped  slightly,  to  127.1.  from 
;d  127.2.  A  drop  in  seasonally  ad|usted  output  of  autos  led  the  decline, 
iding  index  fell  in  the  latest  week.  The  unaveraged  index  dropped  to 
from  257.8.  A  drop  in  stock  prices  and  higher  bond  yields  contributed 
slower  reading  of  future  economic  growth 

ction  index  copyright  1996  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1996  by  CIBCR 


DING  INDICATORS 


l  PRICES  (3/8)  S&P  500 


LATEST       WEEK  YEARLY 
WEEK        AGO      %  CHG 

649.15     645.45  33.9 


IRATE  BOND  YIELD,  Aaa  (3/8) 

/  2 1  % 

7.20% 

-12.3 

TRIAL  MATERIALS  PRICES  (3/8) 

108.8 

110.6 

-4.2 

ESS  FAILURES 

326 

]  9 1 

12.8 

ESTATE  LOANS  (2/28)  billions 

$505.2 

$504.4 

7.9 

1  SUPPLY,  M2  (2/26)  billions 

S3, 673.0  $3,665. lr 

2  4 

L  CLAIMS,  UNEMPLOYMENT  (2/24)  thous 

357 

382  - 

7.5 

!S:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
;  companies),  Federal  Reserve,  Labor  Dept   CIBCR  seasonally  adiusts  data  on 
s  failures  and  real  estate  loans. 


iREST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

IAL  FUNDS  (3/12) 

5.25% 

5.13% 

5.94% 

ERCIAL  PAPER  (3/13)  3-month 

5.34 

5.19 

6.15 

FICATES  OF  DEPOSIT  (3/13)  3  month 

5.30 

5.17 

6.14 

MORTGAGE  (3/8)  30-year 

7.63 

7.69 

:-:  86 

STABLE  MORTGAGE  (3/8)  one  year 

5.48 

5.50 

6.53 

:  (3/i3) 

8.25 

8.25 

9.00 

S:   Federal  Reserve,  HSH  Associates,  Reuters 

Holdings  PLC 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 

%  CHG 

STEEL  (3/9)  thous.  of  net  tons 

2,101 

2,085# 

4.4 

AUTOS  (3/9)  units 

114,593 

123,394r# 

-23.2 

TRUCKS  (3/9)  units 

129,517 

126,824r# 

5  7 

ELECTRIC  POWER  i   ons  of  kilowatt-hrs. 

62,056 

60,553# 

CRUDE-OIL  REFINING  (3/9)  thous.  of  bbl./day 

13,647 

1  3,794# 

-0.3 

COAL  (3/2)  thous.  of  net  tons 

21,615# 

21,246 

5.0 

PAPERBOARD  (3/2)  thous.  of  tons 

NAO 

NA 

NA 

PAPER  (3/2)  thous.  of  tons 

NA# 

NA 

NA 

LUMBER  (3/2)  millions  of  ft. 

440. 1# 

450.2 

9  1 

RAIL  FREIGHT  (3/2)  billions  of  ton-miles 

25. 9# 

25.2 

2.4 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison 
Institute,  American  Petroleum  Institute.  Energy  Dept..  American  Forest  &  Pape 
Association,  WWPA1.  SFPA2,  Association  of  American  Railroads 

Electric 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (3/13)  $/troy  oz. 

396.500 

393.600 

3.3 

STEEL  SCRAP  (3/12)  #1  heavy,  $/ton 

139.00 

144.50 

1.1 

COPPER  (3/9)  e/ib 

122.2 

120.0 

-13.2 

ALUMINUM  (3/9)  e/ib 

75.3 

74.3 

-16.4 

COTTON  (3/9)  strict  low  middling  1-1/16  in.,  e/lb 

79.85 

80.28 

-25.8 

OIL  (3/12)  $/bbl. 

20.46 

19.54 

14.6 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Metah 
market,  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (3/13) 

105.34 

105.32 

89.29 

GERMAN  MARK  (3/13) 

1.47 

1.48 

1.39 

BRITISH  POUND  (3/13) 

1.52 

1.53 

1.59 

FRENCH  FRANC  (3/13) 

5.04 

5.05 

4.96 

ITALIAN  LIRA  (3/13) 

1564.8 

1557.1  1701.5 

CANADIAN  DOLLAR  (3/13) 

1.37 

1.37 

1.42 

MEXICAN  PESO  (3/13) 

7.590 

7.593 

7.120 

Sources:  Maior  New  York  banks.  Currencies  expressed  in  units 

Der  U  S.  dollar. 

<cept  for   British   pound   in  dollars 


lata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ent    l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


rHE  WEEK  AHEAD 


NG  STARTS 

jy,  Mar.  19,  8:30  a.m. est  ►  Housing 
Drobably  fell  back  to  an  annual  rate 
million  in  February,  according  to  the 
i  forecast  of  economists  surveyed  by 
ternational,  one  of  The  McGraw-Hill 
nies.  Starts  posted  an  unexpected 
i  January,  rising  4.4%,  to  a  1.45  mil- 
ice.  The  recent  rise  in  mortgage  rates 
;gin  to  hold  back  housing.  However, 
2%  rise  in  new  homes  in  January 
its  buyers  may  have  rushed  in  early 
to  lock  in  lower  rates. 

L  SALES 

isday,  Mar.  20,  8:30  a.m. est  ► 
sales  likely  increased  a  solid  0.9%  in 


February,  says  the  revised  mms  forecast. 
That's  suggested  by  the  steep  advance  in 
motor  vehicle  sales  and  increases  reported 
in  the  weekly  surveys  of  other  retailers. 
Excluding  cars,  sales  probably  rose  0.5% 
last  month.  In  January,  the  blizzard  kept 
many  shoppers  at  home:  Total  sales  fell 
0.3%  while  nonauto  receipts  were  flat. 

BUSINESS  INVENTORIES 

Thursday,  Mar.  21,  10  a.m. est  ►  Invento- 
ries at  manufacturers,  wholesalers,  and 
retailers  likely  increased  by  0.4%  in  Janu- 
ary, after  falling  0.5%  in  December.  Facto- 
ries have  already  reported  a  0.7%  gam  in 
their  stock  levels,  in  part  because  the  bliz- 
zard prevented  goods  from  being  shipped 


out.  Business  sales  probably  fell  0.8%  in 
January,  reversing  the  1%  gain  in  Decem- 
ber. Factory  sales  were  down  0.9%  in  Janu- 
ary, and  retail  sales  slipped. 

FEDERAL  BUDGET 

Thursday,  Mar.  21,  2  p.m.EST>-  The  Trea- 
sury Dept.  is  expected  to  report  a  $45  bil- 
lion deficit  for  February,  forecasts  the  mms 
report.  That's  bigger  than  the  $38.4  billion 
recorded  in  February,  1995.  But  the  federal 
government  is  playing  catch-up  in  its  out- 
lays after  the  second  shutdown  kept  work- 
ers at  home.  Also,  tax  refunds  are  trailing 
behind  1995's  pace.  Still,  the  federal  bud- 
get is  on  track  to  total  about  $150  billion 
in  this  fiscal  year. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Ar.ef  52 

Aetna  (AED  49,90, 178 
Alamo  Rent-A-Car  178 
AlliedSignal  (AID)  90 
Allstate  (ALL)  42 
Alpha  Equity  Research  174 
Amdahl  180 
Amerada  Hess  (AHC)  94 
American  Home  Products 
(AHP)  46 

America  Online  (AMER)  37, 
94 

Andersen  Consulting  52 
Apple  Computer  (AAPL)  12, 
22, 99,185 

APRA  Fuel  Oil  Buyers  8 
Ascend  Communications 
(ASND)  94 

AT&T(T)  26,37,42,90, 
180,182 

Auerbach  Pollak  & 
Richardson  94 

B 


Ballon  Stoll  Bader  & 

Nadler  188 
BankAmenca  (BAC)  51 
Bank  of  America  (BAC)  90 
Battle  Mountain  Gold  49 
Bay  Networks  (BAY)  76 
Berkshire  Hathaway 

(BRK)  49 

Bertelsmann  168,168 
Best  Buy  (BBY)  185 
Betz  Laboratories  (BTL)  49 
Boeing  (BA)  12,90,99 
Boston  Scientific  (BSX)  99 
Bridgeport  Inn  12 
British  Sky 
Broadcasting  168 
Burger  King  166 


Cabletron  Systems  (CS)  76 
Canal  Plus  168 
Capital  Cities/ABC  (CCB)  46 
Caterpillar  (CAT)  34 
Chase  Manhattan  (CMB)  90 
Chemical  Bank  (CHL)  90 
ChemTrak  (CMTR)  12 
Chen  Systems  180 
Chevron  (CHV)  51 
Chrysler  (C)  12,34,90 
Cirque  191 

Cisco  Systems  (CISO)  76, 
90 

Citicorp  (CCD  90, 17b 
CLT  168 

Coca-Cola  (KO)  90 
Compaq  Con  outer 

(CPQ)  90, 180 
CompuServe  37,34, 185 
Consortium  de 

Realisation  72 


Continental  Airlines 

(CAI.A)  99 
Contour  Design  191 
Contraves  81 
Control  Systems 

Research  81 
Corel  182 
Corning  (GLW)  87 
Corvas  International 

(CVAS)  87 
Credit  Lyonnais  72 
Cummins  Engine  (CUM)  42 


Daiwa  Securities 
America  30 

Data  General  (DGN)  180 
Data  pro  180 
Dataquest  82, 185 
Dell  Computer  (DELL)  180, 
185 

Denny's  166 
Deutsche  Morgan 
Grenfell/CJ.  Lawrence  30 
Dick  (A.B.)  81 

Digital  Equipment  (DEC)  22, 
180 

Dow  Chemical  (DOW)  99, 
168 

Dow  Jones  (DJ)  172 
Dreyfus  (DRY)  185 
DRI/McGraw-Hill  (MHP)  66 
DuPont(DD)  99 


Eastman  Kodak  (EK)  176 
Elek-Tek  (ELEK)  185 
Entex  Information 
Services  180 
Estee  Lauder  (EL)  98 
Evaluation  Associates  172 


Federated  Department  Stores 
(FD)  6 

Fidelity  Asset  Manager  Fund 

(FASMX)  174 
Fidelity  Blue  Chip  Growth 

Fund  (FBGRX)  174 
Fidelity  Investments  174 
Fidelity  Magellan  Fund 

(FMAGX)  174 
Fidelity  Overseas  Fund 

(FOSFX)  174 
Fidelity  Puritan  Fund 

(FPURX)  174 
Fimnvest  168 
First  Bank  System  (FBS)  6 
First  Call  172 
First  Fidelity  (FFB)  90 
First  Interstate  Bancorp 

(I)  6,90 

First  Union  (FTU)  90 
Flagstar(FLST)  166 
Flavin  Blake  178 


Fontana  Steel  51 
Ford(F)  12,34,90 
Formosa  Plastics  Group  52 
Forrester  Research  182 
Fuji  Bank  176 
Fujitsu  82 


Gateway  2000  (GATE)  180, 
185 

Genentech  (GNE)  94 
General  Electric  (GE)  90 
General  Mills  (GIS)  49 
General  Motors  (GM)  12,26, 
31,34, 58,81,174 
Georgia-Pacific  (GP)  99 
Gillette  (G)  90 
Goldman  Sachs  6,168,172 
Gould  Electronics  81 
Grace  (W.R.)  (GRA)  49 

H 


Hafslund  Nycomed  178 
H&R  Block  (HRB)  185 
Havas  168 

HealthReform  Partners  178 
Hemlock  Semiconductor  82 
Hemlo  Gold  Mines  49 
Hewlett-Packard  (HWP)  22, 
44, 90,180 

Hitachi  (HIT)  6,176,180 
Household  Finance  8 
Hyatt  Hotels  178 
Hyundai  82 

I 


Ibbotson  Associates  190 
IBM  (IBM)  6,44,81,90, 
180,182 
Industry.Net  81 
In-State  82 

Intel  (INTO  44, 76, 82, 90, 
180 

Interlink  Electronics  191 
International  Cybernetics  81 
International  Data  180, 182 
Investment  Management  & 
Research  174 
Ispat  International  49 
ITT  (ITT)  98 

ITT  Hartford  Group  (HIG)  98 
ITT  Industries  (UN)  98 


Johnson  &  Johnson  (JNJ)  12, 
46, 90, 99, 178 

Jupiter 

Communications  185 


Kaiser  Foundation  Health 
Plan  51 

Kemper  Financial 
Services  30 
Kensington  191 


Kirch  Group  168 
Kmart  (KM)  99 
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Editorials 


HOW  TO  DEFUSE  THE  TAIWAN  CRISIS 


r  |  lhe  Pacific  Century  has  dawned  early  in  Asia,  with  China 
JL  flexing  its  muscles  years  before  anyone  anticipated.  By 
launching  military  exercises  designed  to  bully  voters  in  Tai- 
wan's first  free  presidential  election,  China  is  redefining  the 
Asian  landscape.  Determined  to  thwart  the  island's  feint  to- 
ward independence,  China's  intimidation  tactics  are  rattling 
the  political  stability  that  has  shaped  the  region's  economic 
prosperity.  Southeast  Asian  nations,  with  their  own  territor- 
ial disputes  with  China,  are  on  edge.  Japan,  which  is  banking 
much  of  its  industrial  future  on  low-cost  production  in  Asia,  is 
worried.  Most  important,  the  U.  S.  is  being  thrust  into  a 
pivotal — and  dangerous — central  role  in  the  Pacific.  None 
other  than  Singapore's  Lee  Kuan  Yew  believes  America  alone 
can  act  as  a  counterweight  to  China  in  the  changing  Asian 
balance  of  power. 

The  paradigm  shift  in  the  Pacific  could  mark  the  end  of  the 
moderate  Deng  Xiaoping  era  during  which  U.  S.-China  rela- 
tions were  increasingly  denned  by  trade  and  investments. 
Thanks  to  Washington  bungling  in  allowing  Taiwanese  Pres- 
ident Lee  Teng-hui  into  the  U.  S.,  Chinese  moderates  are 
now  discredited.  Hard-liners,  including  the  People's  Liberation 
Army,  are  in  charge  of  foreign  policy.  Jiang  Zemin,  engaged  in 
a  leadership  struggle,  cannot  dominate  the  pla  the  way  Deng 
could,  and  the  military's  power  has  grown.  The  pla,  in  charge 
of  protecting  China's  sovereignty,  decided  to  shoot  missiles 
near  Taiwan's  ports,  causing  fear  and  a  run  on  the  currency. 


Asian  leaders  How  must  wonder  about  China's  inten 
China  claims  territory  that  Malaysia,  Biunei,  Vietnam,  an 
Philippines  believe  is  theirs.  Will  Beijing  decide  that  th 
puted  islands  and  oil  fields  also  involve  national  sovere 
and  are  a  matter  for  the  pla?  Southeast  Asia,  once  sole 
cused  on  economic  growth,  is  now  in  the  grip  of  an  arms 
After  this  episode  with  Taiwan,  it  can  only  quicken. 

The  U.  S.  policy  of  strategic  ambiguity  no  longer  w 
Washington  must  make  crystal  clear  to  China  that  wl 
still  adheres  to  a  one-China  policy,  it  cannot  allow  the  i 
of  free-market  Confucian  democracy  to  be  conquere 
force.  It  must,  at  the  same  time,  assure  Beijing  that  it  wi 
recognize  the  de  jure  independence  of  Taiwan.  As  a  c; 
Washington  should  offer  China  entry  into  the  World  Trad 
ganization,  with  the  proviso  that  it  bring  its  economic  pc 
up  to  developed-country  standards  in  two  years.  Fi 
face-to-face  talks  between  President  Clinton  and  Jiang  2 
should  be  encouraged.  The  talks  should  take  place  v 
the  context  of  a  Shanghai  II  conference  that  would  01 
U.  S.-China  relations  and  replace  the  Shanghai  commu 
signed  in  1972  by  Zhou  Enlai  and  President  Nixon. 

There  is  no  cushion  of  goodwill  left  in  Washingto 
China.  Ditto  for  the  U.  S.  in  Beijing.  This  serious  sitis 
must  be  clarified  at  once,  and  steps  must  be  taken  to  re 
U.  S.-China  policy  back  on  economic  growth,  not  militai 
fairs.  Both  sides  must  act  with  caution  and  restraint. 


THE  BUDGET  IS  STILL  THE  NO.  1  PRIORITY 


Low  interest  rates  are  the  sweet  elixir  of  economic  growth. 
They  do  magical  things,  such  as  promote  capital  invest- 
ment, new  jobs,  and  higher  stock  prices.  Low  rates  make  pos- 
sible the  stuff  of  the  American  Dream — home  ownership. 

Even  as  the  U.  S.  wrestles  with  economic  anxiety,  home 
ownership  is  taking  off,  reversing  the  calamitous  decline  of  the 
1980s.  Home  buying  has  been  on  the  upswing  bolstered  by 
minorities  and  immigrants.  But  the  stronger  housing  market 
is  threatened  by  the  recent  run-up  in  rates.  Furthermore,  the 
I  market  is  toppy  because  stocks  are  facing  stiff  competition 
from  higher-yielding  bonds.  Those  higher  rates  will  almost  cer- 
inly  crimp  corporate  earnings,  further  depressing  equities, 
ho's  to  blame?  A  few  fingers  point  to  the  hedge-fund 
•id  Japanese  banks  that  played  a  global  yield-curve 
g;  i;ny,  they  borrowed  money  in  yen  in  Japan, 

whei  i is  are  1%,  and  bought  U.S.  Treasuries  in  dol- 

lars at  ■  Lng  the  profit.  Then  the  Japanese  economy  be- 

gan to  she  of  recovery,  there  was  talk  of  the  Bank  of 

Japan  hik  and  the  hedge  funds  bailed  out.  U.  S. 

bonds  era  long-term  rates  jumping  to  6.7%. 

But  it  i  i  that  is  imdermining  the  fundamentals. 

This  was  the  yea       es  were  supposed  to  fall,  thanks  to  a 


balanced-budget  deal.  Amazingly,  the  politicians  flubh 
Then  came  the  primaries.  One  Republican  ran  as  a  flat-i 
saying  deficits  didn't  matter.  Another  ran  as  an  anti-big 
ness  protectionist,  with  taiiff  policies  that  would  raise  inf 
and  rates.  The  result?  Confusion  in  policy  and  volatility  i 
markets,  with  stocks  bouncing  around  and  bonds  falling 
bond  vigilantes,  happy  to  see  fiscal  discipline  in  Washii 
last  year,  don't  see  any  now.  So  they  want  an  extra  prei 
and  a  big  one.  At  6.7%,  30-year  bonds  are  4.7%  above 
tion,  as  measured  by  the  consumption  price  deflator,  wh 
down  to  a  mere  2%.  This  is  nearly  twice  the  historic  sp 

The  budget  deficit  is  one  reason  for  our  underachii 
economy,  where  growth  rates  rarely  rise  above  2%  to  2lA 
deficit  deal  would  allow  the  U.  S.  to  grow  faster,  prov 
jobs  for  the  young  and  their  downsized  parents. 

That's  why  the  emergence  of  Bob  Dole  as  the  likelj 
publican  candidate  could  be  good  news.  Dole  has  been  a£ 
deficit  spending  for  most  of  his  career.  In  fact,  Dole  ms 
ready  have  emerged  from  the  primaries  with  enough  clc 
reach  a  budget  deal  with  President  Clinton  before  Novel 
That  would  enhance  the  stature  of  both  candidates- 
bring  a  smile  to  the  faces  of  stockholders  and  home  bu; 
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To  Gain  True  Competitive 
Advantage  From  Your 
Computing  Investment... 


Competitive  advantage  menus  making  the  most 
of  your  strategic  business  assets:  people,  data, 
and  computer  hardware.  It  means  eliminating 
the  obstacles  to  enterprise  information  delivery. 
And  it  means  empan  el  ing  everyone  in  your 
organization  with  facts  to  fuel  effective  derisions. 

SAS  Institute's  software  solutions,  barked  by  our 
exclusive  core  technologies,  provide  everything 
you  need  to  achieve  true  competitive  advantage. 

'  Enterprise  Information  Systems  (EIS)... 
for  ensuring  that  key  decision  makers  bare  fast, 
user-friendly  access  to  the  most  relevant  and 
up-to-date  business  information 

*  The  SAS  Data  Warehouse... for  managing  and 
organizing  data  from  any  source,  and  then  exploiting 
that  data  using  a  full  range  of  business  intelligence 
and  analytical  tools 

'  The  SAS  MultiVendor  Architecture  '...for  sinning 
data  and  business  solutions  across  your  entire 
hardware  landscape — desktop  and  beyond 

We  d  like  to  hear  about  your  current  information 
needs.  We'll  respond  with  a  software  solution  that's 
customized  for  the  way  you  do  business. 


Call  now  for  your  free 
SAS  Institute  overvieu 
or  send  us  E-mail  at 
bw@sas.sas.com 


SAS  Institute 
Phone  919-677-8200 
E-mail:  liu  "  sas.sas.com 
I  RL:  http://www.sas.com/ 


Let  The  Next 
Move  Be  Ours, 


We're  SAS  Institute, 
and  we'll  help  you 
leverage  technology 
to  meet  your 
business  goals. 


Softuarc  lor  Successful  Decision  IVlakiii" 


s\S  i-  h.i.l.-m.iik  nl  S  \s  Institute  In, 

Copyright  »  I  19%  li)  S  VS  Institute  Inc 


ve  come  up  with  a 
3le  new  world 
guage.  It's  got  people 
rywhere  talking. 


The  world's  first  standard  in 
digital  mobile  communications 
goes  by  the  name  of  GSM  - 
Global  System  for  Mobile  Com- 
munications. Deutsche  Telekom 
played  a  key  role  in  its  devel- 
opment. With  GSM,  as  well  as 
ISDN  and  ATM,  we're  laying 
vital  stepping  stones  toward 
the  global  information  infra- 
structure of  the  future. 


Together  with  our  European 
partners,  we  at  Deutsche 
Telekom  have  created  the  GSM 
standard  for  digital  mobile  com- 
munications. It  marks  a  mile- 
stone on  the  road  to  improved 
international  understanding, 
a  landmark  pointing  the  way  to 
guaranteed  quality,  coverage 
and  reliability  of  transmission. 
GSM  is  the  key  to  true  world 
mobile  communications. 

European  initiative  for  the 
digital  future  of  the  world. 

In  only  five  years,  GSM  has 
established  itself  as  the  bench- 
mark, the  world's  mobile  com- 
munications standard.  People 
in  over  80  countries  through- 
out four  continents  already 
depend  on  digital  GSM  mobile 
communications  networks,  and 
the  number  is  constantly  grow- 
ing. What's  more,  working  with 
its  partners,  Deutsche  Telekom 
has  for  the  first  time  opened  the 
way  for  unlimited  mobile  com- 
munications between  Europe 
and  North  America,  translating 
GSM  technology  originally 
masterminded  in  Europe  into  a 
new  global  telecommunica- 
tions language. 
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"made  in  Germany". 

Another  example  of  Deutsche 
Telekom's  technological 
cutting  edge  are  the  Data  Info- 
bahns.  We  operate  the  most 
closely-woven  fiber-optics  net- 
work in  the  world.  Our  cable 
network  is  also  the  world's 
biggest,  some  1 00,000  km  over- 
all, and  our  ISDN  network  the 
most  extensively  developed. 
Plus  we  were  the  first  to  use 
ATM,  the  new,  more  sophisti- 
cated transmission  system  for 
the  communications  fast  lane. 

You  can  share  in  our  success. 

A  key  player  in  telecommunica- 
tions, Deutsche  Telekom  ranks 
No.  1  in  Europe  and  is  the  No.  2 
network  operator  worldwide. 
And  when  it  comes  to  pushing 
forward,  we're  virtually  second 
to  none  as  a  prime  mover. 
Get  to  know  more  about  our 
multimedia  and  online  services, 
our  smart  networks  and  our 
wealth  of  experience  and  know- 
how  -  backed  by  global  part- 
nerships -  and  you'll  get  a  finer 
feel  for  the  cutting  edge  of 
tomorrow's  technology. 


Europe's  No.  1  in 
telecommunications. 


■   ■■■■■■■■■■   ■  I  ■ 
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Even  If  All 
These  Airlines  Merged, 
We'd  Still  FlyNonstopTo 
More  Cities  In  Europe. 

From  The  U.S.,  Nobody  Gives  You  More  Of  Europe,  Nonstop. 

We  don't  stop  with  the  usual  nonstops  to  London,  Paris,  Rome  and  Frankfurt. 
We  cover  well  over  a  dozen  more  major  cities  in  Europe,  too.  Changes  are  that 
wherever  business  takes  you,  Delta  can  take  you  nonstop. 

In  fact,  we  offer  the  only  nonstops  from  the  U.S.  to  Berlin,  and 
from  the  U.S.  to  Nice.  And  our  European  schedule  is  so  extensive, 
we  have  a  separate  hub  in  Frankfurt  to  take  you  on  to  even 
more  cities  throughout  Eastern  Europe. 

So  when  business  calls  you  across  the  Atlantic, 
don't  waste  time  calling  a  lot  of  other  airlines. 


British  airways 


Just  call  your  Travel  Agent,  or  Delta 
at  L-800-241-4141. 
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Julian  Robertson 
built  the  "Super  Bowl 
team"  of  investing. 
So  why  has  his  once- 
magnificent  record 

turned  sour?  PAGE  70 
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Sit  Back.  Stretch  Out.  And  Put  Some  Distance 
Between  You  And  The  World  ^ 
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Something  special  in  the  air. " 
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FALLEN  WIZARD 

Julian  Robertson  built 
the  investment  world's 
most  talented  team- 
and  took  the  Street  by 
storm.  Then  he  lost  his 
magic  touch 
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CRUNCH  TIME 


TALK  SHOW  U Berkshire  is  selling  at  a  price  at  which  Charl 
and  I  would  not  consider  buying  it.? 5 

— Berkshire  Hathaway  Chairman  Warren  Buffetton  how  he 
and  Vice-Chairman  Charles  Munger  view  the  ascent  of  the 
company's  stock,  now  $33,400  per  share 


POLAROID:  READY 
FOR  A  RESHOOT 

WILL  POLAROID  DRAMATICALLY 

curtail  its  money-losing  fo- 
rays into  high-tech  imaging? 
That's  what  new  Polaroid 
ceo  Gary  DiCamillo  is  hint- 
ing may  be  a  key  part  of  his 
plan  to  rejuvenate  the  com- 
pany, whose  revenues  have 
barely  grown  ($1.9  billion  in 
1988,  $2.2  billion  in  1995). 

To  diversify  beyond  the 
mature  instant-photo  market, 
Polaroid  spent  hundreds  of 
millions  in  recent  years  to  de- 
velop high-resolution  imaging 
products  for  the  medical  and 
graphic-arts  industries,  plus 


DiCAMlLLO:  High-tech  woes 

digital  photographic  gear. 
These  ventures  lost  $190  mil- 
lion last  year,  a  big  element 
in  the  company's  $140  million 
1995  net  loss. 

Even   though  projected 


1996  losses  in  the  three  new 
businesses  were  slashed  by  a 
third  in  a  recent  DiCa- 
millo cost-cutting  effort, 
he  says  that  "isn't  ac- 
ceptable. I'm  not  going 
to  lose  $120  million  a 
year  in  this."  DiCamillo 
is  reviewing  whether  to 
stay  in  the  medical  and 
graphics  fields  or  seek 
other  options — perhaps 
joint  ventures  or  licens- 
ing its  technology.  His 
breakeven  deadline  for 
them:  1998. 

Meanwhile,  he  believes 
"  there's  still  growth  left  in 
instant  photos,  mostly  in  Asia. 
But  to  spur  U.  S.  sales,  he  has 
doubled  ad  spending,  target- 
ing younger  people.  The  aver- 
age U.S.  Polaroid  customer 
is  53.  Mark  Maremont 


SLUGFESTS 

MAYBE  CLINTON  SAW 
RED  OVER  A  GREEN 

PRESIDENT  CLINTON  IS  GOING 

to  veto  the  product-liability 
reform  bill  to  hold  down  the 
Ralph  Nader  vote  in  Califor- 
nia this  fall.  Or  so  charges 
the  central  Big  Business  lob- 
bying group  pushing  for  this 
bill,  which  is  aimed  at  curb- 
ing excessive  lawsuits  alleg- 
ing defective  products. 

Another  reason,  says  Vic- 
tor Schwartz,  general  counsel 
of  the  Product  Liability 
Coordinating  Committee,  is 
money.  Clinton  got  hefty  cam- 
paign gifts  from  tri- 
al lawyers  ($500,000 
in  1992,  and  possi- 
bly a  like  amount 
this  election  cycle). 
They  oppose  the 
bill,  which  is  ex- 
pected to  be  ap- 
proved  on  the  Hill 
soon.  The  business 
"  lobbyi  i  -  group  rep- 
resents blue-chips  ranging 
from  trw  to  Caterpillar. 

Consumer-advoc.  te  Nader 
is  outspokenly  against  prod- 
uct-liability reform.  As  the 
Green  Party's  nominee,  Nad- 


NADER:  Oil 

the  ballot 


er  gets  6%  of  the  vote  in  a 
recent  Field  Poll  of  Golden 
State  voters.  Nader,  also  on 
two  smaller  states'  ballots, 
siphons  Clinton's  votes  in  Cal- 
ifornia, the  nation's  top  elec- 
toral-vote (54)  prize. 


Nader  says  he  isn't  a  fac- 
tor in  the  veto.  Clinton  says 
he  will  veto  the  bill  because 
it  would  hurt  consumers. 
Business  notes  Clinton  had 
supported  reform,  then  made 
a  U-turn.      Catherine  Yang 


THE  LIST  OSCAR  POWER 


An  Academy  Award 
nomination,  especia 
ly  one  for  Best  Pic- 
ture, certainly  puts 
new  life  into  a 
movie's  box  office. 
The  big  winner,  in 
raw  dollar  terms: 
Sense  and  Sensibil- 
ity, up  10%  after 
getting  the  nod.  But 
the  Emma  Thompson  flick, 
opening  before  Christmas, 


BRA  VEHEART: 

Good  timing 


hasn't  been  out  as 
long  as  the  others. 
Percent-wise,  the  less 
genteel  and  longer- 
running  Braveheart 
got  the  better  Oscar 
bump.  This  Mel  Gib- 
son swordfest  was  re- 
released  post-nomi- 
nation and  is  doing 
more  than  20  times 
the  business  it  did  when  it 
left  the  theaters  in  the  fall. 


THE  NOMINATION  BUMP 

BOX  OFFICE,  BOX  OFFICE, 

LAST  WEEKEND.    WEEKEND  AVERAGE, 


BEST  PICTURE  NOMINEE*  /  STUDIO 

PRE-NOMINATION 

POST-NOMINATION 

SENSE  AND  SENSIBILITY  (COLUMBIA) 

$2,403,775 

$2,650,626 

BRAVEHEART  (PARAMOUNT) 

56,859** 

1,219,797 

THE  POSTMAN  (MIRAMAX) 

94,791 

914,306 

BABE  (UNIVERSAL) 

202,875 

809,325 

*  Apollo  13  not  listed;  widespread  release  ended  in  late  November,  1995 
**  From  the  Oct.  20-22,  1995,  weekend,  last  in  widespread  release  before 
post-nomination  reissue 

DATA:  THE  HOLLYWOOD  REPORTER,  BUSINESS  WEEK 

l-WAY  PATROL 

YOUR  TRUE  VOICE: 
THE  INTERNET? 

TELEPHONE  COMPANIES  1 

trying  to  squelch  upstart 
vals  using  the  Net  to  m 
cheap  long-distance  calls.  A 
you  can  talk  with  a  fara\ 
friend  via  the  audio  com 
nent  of  your  PC — and  a\ 
paying  standard  phone  ra 
(Downside:  Calls  must  be  { 
arranged.) 

The  telephone  crowd 


complaining  to  the  Fed* 
Communications  Commiss 
"We  feel  they  are  giv 
away  our  product,"  gri 
Charles  Helein,  general  co 
sel  of  the  America's  Carri 
Telecommunications  As: 
representing  130  sma' 
phone  companies.  They  1 
capacity  from  major  carri 
and  resell  it  to  consum* 
Since  margins  are  tl 
they're  sweating.  Big  ca 
ers  such  as  mci  and  Spi 
haven't  joined  the  FCC  c( 
plaint,  since  they  make  m 
ey  carrying  Net  traffic  ; 
have  enough  call  volume 
I-phones  aren't  yet  a  thre 
To  slow  them  down,  if 
kill  them  outright,  acta 
asking  the  FCC  to  regul 
the  I-phone  companies,  v 
have  20,000-plus  custom* 
Because  they're  charging  o 
for  software,  not  actual  ce 
VocalTech,  DigiPhone,  £ 
other  upstarts  argue  t' 
regulation  makes  no  sense 
them.  An  fcc  decision  wc 
come  until  late  this  year, 
the  earliest.      Mark  Leu 
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)  LG 


You've  ^ 
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GoldStar 

The  future  is  making  sense 

■Our  commitment  to  Innovation  will  ensure  we  remain  at  the  forefront  of  technology  with  a 
range  of  sophisticated  audio  and  visual  equipment,  now  and  Into  the  future.    Hear!  Hear! 

Semiconductors  *  Computers  *  Office  Automation  'Multimedia  " Advanced  Audio/Visual  Equipment  '  Home  Appliances 


Up  Front 


SECURITY 


SEND  ME  EIGHT  BOMB-SNIFFERS,  FAST! 


THE  INCREASE  IN 

terrorist  attacks 
has  spawned  a 
growing  market 
for  security  sys- 
tems. And  it's  not 
confined  to  foreign 
locales;  after  all, 
terrorists'  bombs 
have  taken  lives  in 
Oklahoma  City  as 
well  as  Jerusalem 
and  London.  In 
the  U.S.  alone,  ac- 
cording to  security 
consultants  Hall- 
crest  Systems  in 
McLean,  Va.,  sales 
of  security  sys- 
tems— from  metal 
detectors  to  elec- 
tronic surveillance 
gear — are  expected  to  grow 
some  7%  a  year,  to  $30  billion 
by  2000. 


Spending  on  the 
pricey  security 
systems  is  escalat- 
ing even  as  gov- 
ernments around 
the  globe  slash 
traditional  military 
spending.  Israel's 
defense  budget,  for 
example,  is  down 
almost  25%  from  a 
decade  ago,  but 
the  Israeli  govern- 
ment plans  to 
spend  an  extra 
$100  million  on 
counterterrorism. 

Small  high-tech 
companies,  rather 
than  giant  defense 
contractors,  tend  to 
"  be  the  winners. 
Thermedics  of  Wobum,  Mass., 
with  about  $170  million  in  an- 
nual sales,  has  done  well  with 


HEATHROW:  EGIS 

detection  gear 


DRAWN  &  QUARTERED 


its  $250,000  egis  bomb  detec- 
tor, now  used  at  airports  such 
as  London's  Heathrow.  After 
the  deadly  suicide  bombs  in 
Israel  in  early  March  and 
February,  Tel  Aviv-based  Ma- 
gal  Security  Systems  (1995 
revenues:  $18  million),  whose 
X-ray  scanners  are  used  to 
check  goods  at  Israel's  bor- 
ders, saw  its  shares  soar  by 
43%  on  nasdaq,  to  $4.13. 
Shares  of  Thermedics  jumped 
7%,  to  $29.       John  Rossant 


BOOMERS 

DON'T  TRUST 
ANYONE  OVER  79? 

BABY  BOOMERS,  WHO  START 

turning  50  this  year,  are  opti- 
mistic about  the  future,  it 
turns  out.  An  extensive  new 
survey  of  the  boomers'  first 
wave — 1,000  people  born  in 
1946 — shows  that  the  reason 
is  that  they  feel  young. 

As  a  median,  boomers  give 
79  as  what  they  consider  to 
be  the  start  of  old  age.  A 
clear  majority  believe  that 
their  parents  were  older  at 
50,  both  physically  and  men- 


tally, than  they  are  now. 
But  they  also  say  they're 
more  self-centered  and  less 
family-oriented  than  their 
moms  and  dads  were. 

The  median  age  at  which 
they  expect  to  retire  from 
their  primary  career  is  63, 
although  two-thirds  expect 
to  continue  working  in  some 
capacity.  The  survey,  for  re- 
tirement-community devel- 
oper Del  Webb,  didn't  ask  ' 
whether  they  will  do  so  out 
of  necessity,  but  their  an- 
swers display  a  certain  na- 
ivete. They  expect  to  have 
saved  a  median  $131,295 
when  they  retire  from  their 


50s  FAMILY 


imism  is 


primary  jobs.  Says  David 
Rhine,  an  executive  with  the 
bdo  Seidman  accounting  firm: 
"That  might  last  them  just  a 
few  years."  □ 


THE  BIG  PICTURE 


PRODUCTIVITY  GAP  NARROWS 

U.S.  auto  makers,  using  more 
efficient  assembly  methods,  are 
ucing  their  Japanese  rivals' 
big  i  rlge  in  worker  productivity 
at  p;  i    in  Japan.  Japanese 
plants     forth  America,  though, 
have  sii,  ,       ncreased  their 
narrow  le.       r  Detroit's  plants 


EN( 

Nu 


PRODUCT  PEEK 

BACK  IN  BUSINESS: 
THE  VACUUM  TUBE 

THERE    IS  NOTHING 

more  out  of  date  than 
a  vacuum  tube,  right? 
Not  at  AT&T's  Kansas 
City  Works,  which  is 
ramping  up  to  re- 
sume production  of 
the  tubes  to  meet  de- 
mand. Audiophiles  in- 
sist that  solid-state 
stereo  can't  match 
the  tubes'  sound. 

Atlanta  entreprene 
Charles  Whitener  Jr.'s  oul 
Westrex,  is  using  the  Kan 
City  facilities  to  make  1 
tubes  exactly  the  way  Al 
used  to  before  it  discontini 
the  line  in  1988.  He's  rehir 
a  dozen  tube-making  vets. 

With  advanced  compan 
only  making  solid-state  el 
tronics,  the  tube  business  1 
fallen  to  the  Russians  a 
Chinese.  But  the  quality 
their  tubes  is  iffy.  So  an  oi 
inal  Westrex  300B  tube  fr 
at&t  can  fetch  $700  and 
Whitener  charges  $350.  W 
full-scale  production  slated 
begin  in  July,  his  initial  o 
put  (up  to  30,000  a  year 
start)  is  already  spoken  fc 

Introduced  in  1937,  1 
Westrex  300B  is  an  old  i 
sign  even  as  vacuum  tul 
go — and  that's  exactly  w 
audiophiles  like  it.  The  ti 
had  to  be  good.  It  predal 
widespread  use  of  "negat 
feedback"  and  other  mod( 
electronic  tricks  used 
squelch  distortion.  Peter  C 


FOOTNOTES  Gi 


companies  that  say  getting  rivals'  privileged  info  is  important:  86%;  those  seeking  to  limit  leaks:  72% 
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We  give 
every  piece  of 
the  health  care  picture 
a  quality  edge. 

The  Principal  Edge.® 

Health  care  today  is  a  puzzle  of  many  pieces.  From  employers 
and  employees  to  individuals  and  providers,  there  is  a  demand 
for  quality  care  and  excellent  service. 

The  Principal  Financial  Group*  understands  and  is  committed  to 
providing  quality  health  care  coverage.  From  traditional  health  insurance 
to  HMOs,  we  pull  together  services  to  meet  each  customer's  needs. 
That's  The  Principal  Edge. 

For  over  50  years,  our  group  health  products  have  given 
employers  cost  efficiencies  and  ease  of  administration  while 
offering  employees  both  choice  and  quality.  Principal  Health  Care,SM 
our  member  company,  provides  HMO  coverage  and  PPO  networks 
that  are  built  on  responsiveness  and  high-quality  provider  networks. 


From  out-of-area-coverage  to  preventative  health  care,  companies 
of  The  Principal  Financial  Group  put  together  the  quality  and  value  that  gives 
each  one  of  you  an  edge.  For  more  information,  visit  our  Internet  home  page  at 
http://www.principal.com  or  call  1-800-986-EDGE  (3343). 


the: 


Financial 
Group 

Life,  Health,  Dental  and  Disability  Insurance 
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Buy  recycled.  It  would  mean  the  wor  Id  to  tk  em. 

TlunLr  to  you,  all  sorts  of  everyday  products  are  being  made  from  materials 
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ONLINE.  NOW  BETTER 

THAN  EVER. 


Now  the  Business  Week  Online  you  know  and  count  on  is  even  better.  The  service  has  been 
redesigned  from  the  ground  up  to  make  it  simple  for  users  to  get  to  the  information  they  want  quickly. 
Business  Week  Online  is  easier  to  navigate,  more  interactive  and — most  important — it's  a  lot  more  fun. 


This  area  contains  many  features  not  found  in  the  weekly  magazine, 

focusing  on  particular  interest  areas: 
Small  Business  Center,  The  Computer  Room,  Investors  Central,  Women 
and  Business,  and  many  more. 


Join  lively  online  debates,  held  several  times  weekly,  to  discuss  timely  topics 

B      Im^W^K^B  •W'vM       w/th  our  editorial  staff  and  a 
range  of  well-known  business  professionals,  such  as  Labor  Secretary 
Robert  Reich,  Oracle  CEO  Larry  Ellison,  and  SEC  Chairman  Arthur  Levitt. 


ARCHIVES 


Search  back  issues  of  Business  Week  to 
get  the  exact  information  you  need. 


Try  Business  Week  Online  for  yourself.  Call  1-800-641-4848  for  a  trial  diskette,  including  10  free  hours  on  AOL.  For 
more  information  or  for  advertising  opportunities,  contact  Cydney  Harris,  Business  Week  Online  Product  Manager, 
at  212-51 2-3 1 58  or  at  CydBW@aol.com. 
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Readers  Report 


THE  WINTER  OF 

OUR  ECONOMIC  DISCONTENT 

Your  Cover  Story  "Economic  Anxie- 
ty" (Mar.  11)  purported  to  provide 
readers  with  a  "framework  for  thinking 
about  the  issues — and  some  sugges- 
tions." Sadly,  we're  still  waiting.  The 
chief  culprit  behind  working  America's 
"economic  anxiety"  isn't  globalization, 
corporate  restructuring,  or  technological 
change.  It's  class  warfare — the  success- 
ful campaign  of  the  class  that  owns 
U.  S.  society  and  holds  the  bulk  of  its 
financial  assets  against  the  class  that 
doesn't. 

The  single  most  honest  statement  in 
the  story's  13-odd  pages  was  the  one 
attributed  to  William  Bessemen,  a  for- 
mer employee  of  an  office-supply  firm: 
"People  at  the  top  are  stealing  from 
people  at  the  bottom."  And  the  busi- 
ness press  has  led  the  cheers  every 
step  of  the  way. 

David  Peterson 
Evergreen  Park,  111. 

Your  article  discussed  almost  every 
"cause"  of  the  current  economic  discon- 
tent— except  the  role  of  competence, 
personal  initiative,  and  individual  re- 
sponsibility. For  two-thirds  of  employ- 
ees, real  wages  are  flat  to  down,  but 
the  other  one-third  are  doing  signifi- 
cantly better.  They  have  not  been  eco- 
nomic victims  of  these  macro  forces. 
What  are  they  doing  differently? 

Those  suffering  from  economic  anxie- 
ty tend  to  be  passive  and  expect  to  be 
taken  care  of  by  larger  institutions.  Pol- 
iticians and  the  media  are  reinforcing 
these  characteristics,  thus  adding  to 
their  frustrations.  Passive  and  depen- 
dent workers  are  now  floundering  in  a 
new,  more  competitive  job  market  fo- 
cused on  individual  accountability,  ca- 
pability, and  productivity.  Understand- 
ably, they  feel  powerless  and  anxious. 
Instead  of  being  victims,  people  should 
acquire  new  attitudes  and  skills  that 
will  enable  them  to  prosper  and  reduce 
their  economic  anxiety  as  they  adjust  to 
new  realities.  Looking  for  scapegoats 
and  economic  villains  in  the  current 
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macro  arena  will  only  add  to  their  eco- 
nomic anxiety. 

Robert  B.  Hermanson 
Economics  Professor 
Western  Washington  University 
Bellingham,  Wash. 

STOCK  INVESTING  MAKES  FOR 
MORE  INEQUALITY  

In  her  commentary  ("Confessions  of  a 
financial  bungee-jumper"  Mar.  11),  Kar- 
en Pennar  tells  how  she  put  80%  of  her 
retirement  savings  into  a  stock  fund. 
Her  reasoning  may  be  sound — but  my 
concern  is  not  how  long  the  boom  lasts, 
but  what  it  means  when  millions  of 
households  turn  to  increases  in  stock 
prices  as  the  mainstay  of  their  savings 
strategies.  That  creates  a  constituency 
of  investors  with  an  interest  in  stock 
repurchases  and  higher  dividends,  thus 
strengthening  the  demand  for  corpora- 
tions to  "create  value  for  shareholders," 
thus  legitimizing  the  downsizing  mental- 
ity of  corporate  management.  The  conse- 
quent loss  of  stable  jobs  helps  ensure 
that  fewer  households  will  have  ade- 
quate retirement  savings  and  reinforces 
the  trend  toward  income  inequality. 

William  Lazonick 
Director,  Center  for  Industrial 
Competitiveness 
University  of  Massachusetts 
Lowell,  Mass. 

NO  ONE  IS  PUMPING  UP 
AMERICAN  CHICKEN  

Your  article  on  exporting  chickens  to 
Russia  said:  "U.  S.  processors  have  long 
been  criticized  for  lacing  chickens  with 
chemicals  and  hormones"  ("Yankee 
chicken,  go  home,"  News:  Analysis  & 
Commentary,  Mar.  11).  There  are  no — 
repeat  no — hoiniones  authorized  by  the 
U.  S.  government  for  use  with  chickens, 
and  no  producer  uses  any.  There  are 
no  preservatives  or  additives  in  fresh 
chicken.  No  chemicals  are  added. 

George  B.  Watts 
President 
National  Broiler  Council 
Washington 
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FOREIGN  RIVALS  SUIT 
HICKEY-FREEMAN  JUST  FINE 

Hickey-Freeman  salutes  the  eff( 
Ermenegildo  Zegna  has  put  forth 
expanding  its  business  ("Is  that  a  Z( 
na  you're  wearing?"  Marketing,  M 
4).  But  your  statement,  "European  ( 
signers  such  as  Zegna . . . have  tak 
market  share  away  from  homegroi 
outfitters  such  as . . .  Hickey-Freema: 
is  not  correct.  For  the  past  three  yea 
our  business  has  shown  growth  in  un 
and  dollars.  Therefore,  Hickey-Fr< 
man  has  increased  its  market  sha: 
We  are  proud  that  a  product  made 
the  U.  S.  by  craftsmen  experienced 
hand-tailoring  can  compete  with  fi 
eign  makers. 

Steven  J.  Weir 
Preside 
Hickey-Freeman  ( 
Rochester,  N. 

JOE  SIX-PACK: 

A  SORRY  STEREOTYPE  

I  was  appalled  but  not  surprised 
the  headline  about  the  loss  of  U.  S.  jc 
("Squeezing  out  Joe  Six-pack,"  Econo 
ic  Trends,  Mar.  11).  Such  stereotypi 
and  demeaning  editorializing  should 
snuffed  out.  I'm  sure  the  thousands 
American  workers  you  mention  as  lil 
ly  to  lose  their  jobs  do  not  appreci; 
the  insult  of  being  referred  to  in  t. 
manner.  Some  of  them  probably  do 
drink  at  all,  and  some  aren't  even  Jc 
anyway,  but  Marys  and  Janes. 

Chris  Boel 
Indiana  Univers 
Bloomington,  Ii 
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President  and  His  Adversaries 

lames  B.  Stewart 

on  &  Schuster  •  479pp  •  $25 


TILL  LOOKING 

OR  A  SMOKING  GUN 


n  January,  1994,  after  two  weeks  of 
combing  the  Arkansas  countryside 
,to  get  to  the  bottom  of  the  White- 
ter  matter,  I  found  myself  at  the 
stern  Sizzlin'  steak  house  in  Arkadel- 
a.  I  had  been  told  Bill  and  Hillary 
iton's  Whitewater  partner,  James  B. 
Dougal,  dined  there  regularly.  And 
was  there  this  night.  No  sooner  had 
itroduced  myself  than  McDougal  de- 
rided: "Hand  me  your  wallet."  I  corn- 
id,  and  he  picked  through  the  con- 
ts — pulling  out  credit  cards,  my 
kerage-account  card,  even  my  video- 
re  membership  card.  How  would  I 
I,  he  asked,  if  all  my  personal  busi- 
s  were  pulled  out  in  public?  "Maybe 
v  you  know  how  I  feel,"  he  said, 
nming  down  the  wallet. 
iVhatever  his  frustration  at  the  time, 
Dougal's  troubles  have  only  grown 
iper.  He's  beset  by  health  problems, 
I  the  renewed  investigations  by  jour- 
ists  and  congressional  Republicans 
re  kept  Whitewater  on  the  front 
;es.  Worse,  McDougal  is  now  standing 
il  in  Little  Rock  on  fraud  charges. 
5o,  here's  the  good  news:  A  hot  new 
)k  describing  in  excruciating  detail 
Dougal's  Whitewater  land  deal  makes 
Clintons  look  worse  than  he  does, 
at's  perhaps  inevitable  since  the  au- 
ir,  former  Wall  Street  Journal  re- 
nter James  B.  Stewart,  was 
>mised — then  denied — access  to  the 
■st  Couple,  while  McDougal  and  his 
ranged  wife  were  cooperative. 
Blood  Sport:  The  President  and  His 
versaries  delves  not  only  into  White- 
ter  but  also  into  the  other  alleged 
,ndals  that  have  dogged  the  Presi- 
it  and  the  First  Lady.  There's  the 
)3  suicide  of  White  House  deputy 
insel  Vince  W.  Foster  Jr.,  Hillary's  lu- 
tive  commodity  trades,  the  collapse  of 
idison  Guaranty  Savings  &  Loan,  the 
ng  of  the  White  House  travel  office 
ff,  Bill's  alleged  sexual  dalliances  as 


governor,  and  the  Clinton  staff s  behind- 
the-scenes  attempts  at  damage  control. 

In  an  evenhanded  investigation,  Stew- 
art confirms  many  of  the  suspicions  I 
brought  back  from  Arkansas:  Despite 
all  the  embarrassing  revelations  inves- 
tigators found  as  they  picked  through 
the  Clintons'  financial  past,  this  is  one 
detective  story  still  looking  for  a  smok- 
ing gun.  Stewart  finds  no  proof  of  the 
key  charges:  that  funds  were  diverted 
to  the  Clintons  or  to  the  Whitewater 
land  venture  from  Madison  Guaranty, 
the  failed  s&L  that  McDou- 
gal controlled.  Nor  does  the 
author  find  evidence  that 
Clinton  did  McDougal  polit- 
ical favors  for  covering  the 
then-governor's  Whitewater 
debts,  or  that  Clinton  tried 
to  discourage  state  regula- 
tors from  seizing  Madison. 
Stewart  also  dismisses  as 
"preposterous"  claims  that 
Foster  was  murdered. 

Even  so,  Stewart  reveals 
embarrassing  new  details 
about  the  Clintons'  role.  For 
instance,  he  alleges  that  in  1986,  when 
Hillary  Clinton  was  renewing  the 
Whitewater  mortgage,  she  valued  their 
half-interest  in  the  property  at  roughly 
double  the  bank's  estimate.  That  con- 
tradicts the  Clintons'  claims  that  they 
were  silent  partners  in  the  venture. 
Moreover,  Stewart  notes,  submitting 
false  infomiation  in  loan  applications  is  a 
federal  crime,  although  prosecutors 
would  have  the  burden  of  proving  the 
Clintons  lied — and  were  not  merely  ig- 
norant about  the  land's  declining  value. 

How  to  understand  the  Clintons'  ca- 
sual approach  to  Whitewater  and  other 
investments?  Stewart  seems  to  feel  that 
they  must  have  expected  friends  to  pro- 
vide for  them  financially.  That  certainly 
seemed  to  be  the  case  with  Tyson  Foods 
I  Inc.  executive  James  B.  Blair,  who  par- 


layed Hillary's  $1,000  commodities  in- 
vestment into  $100,000.  "The  Clin- 
tons . . .  expected  others  to  take  care  of 
them  by  virtue  of  their  power  and  pres- 
tige as  the  governor  and  his  wife." 

For  all  his  spade  work,  Stewart  ar- 
rives at  the  conclusion  so  many  before 
him  reached:  While  the  Clintons  may 
not  have  broken  any  laws,  their  inclina- 
tion to  stonewall  and  shade  the  truth  is 
disconcerting.  In  other  words,  the  scan- 
dal lies  not  in  what  they  did  but  in  how 
they  explained  it.  According  to  Stewart, 
when  a  reporter  asked  a  Clinton  official 
why  the  White  House  had  failed  to 
come  clean  with  the  press  about  the 
First  Lady's  commodities  trading,  he 
was  told:  "The  first  instinct  from  every- 
body from  Arkansas  is  to  lie." 

And  although  Stewart  performs  yeo- 
man service  as  a  gumshoe  reporter,  he 
fails  to  explore  larger  questions  about 
Whitewater.  One  troubling  question  is 
whether  Whitewater  is  being  driven 
largely  by  political  enemies  and  a  press 
corps  with  an  insatiable  ap- 
petite for  scandal.  Even  if 
Clinton  had  been  completely 
open  at  the  start,  the  press 
might  still  have  been  un- 
willing to  relent,  especially 
since  many  reporters  were 
being  fed  information  by 
two  highly  organized  GOP 
operatives.  Stewart  lets  his 
fellow  journalists  off  too 
lightly,  particularly  in  their 
coverage  of  the  travel-office 
affair.  Travelgate,  he  hints, 
was  stirred  up  by  a  press 
corps  exacting  retribution  for  the  filing 
of  a  staff  that  had  condoned  reporters' 
unethical  behavior,  such  as  smuggling 
in  goods  purchased  while  traveling 
abroad  with  the  President. 

An  even  more  important  question  is: 
Have  we  set  such  lofty  standards  for 
our  public  officials  that  anyone  who 
has  lived  in  the  real  world  and  suc- 
cumbed to  normal  human  foibles  can 
be  accused  of  scandalous  behavior? 
Compared  with  past  Presidential  mis- 
deeds, the  Clintons'  sins  don't  seem  so 
great.  But  voters  will  have  to  render 
their  own  judgment  come  November, 
and  Stewart's  book  provides  a  solid 
base  to  help  them  decide. 

BY  DEAN  FOUST 
Foust  has  covered  Whitewater  for 
BUSINESS  WEEK. 
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FOR  STEWART,  THE  SCANDAL  LIES  NOT  IN  WHAT 
THE  CLINTONS  DID  BUT  IN  HOW  THEY  EXPLAIN  IT 
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It's  a  match  that  certainly  de- 
serves a  toast.  After  all,  it  isn't 
every  day  you  find  the  ideal 
partner.  Or  witness  the  happy 
union  of  two  perfectly  comple- 
mentary parties,  both  from  good 
backgrounds,  bringing  shared 
interests  and  a  wealth  of  experi- 
ence to  the  relationship. 

Hoechst  Marion  Roussel. 
The  new  family  name. 

Hoechst  is  one  of  the  world's 
leading  chemical  companies 
with  its  main  focus  on  pharma- 
ceuticals. 

Backed  up  by  Roussel  Uclaf, 
its  important  French  affiliate, 
Hoechst  is  well  up  among  the 
top  suppliers  of  drugs,  offering 
a  broad  range  of  highly  success- 
ful products. 

Marion  is  also  a  big  name  in 
pharmaceuticals,  with  heavy 
emphasis  on  development.  The 
company's  core  activities  round 
out  i  :oechst  and  Roussel's 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  ch 


:>n  and  Hoechst 
health! 


ranges  in  many  key  areas. 

It's  a  good  match  too  in  geo- 
graphical terms.  While  Hoechst 
and  Roussel  have  a  powerful 
presence  in  Europe,  Marion  has 
made  a  name  for  itself  particu- 
larly as  a  partner  to  the  large 
health  care  organizations  in  the 
United  States.  Together  they 
form  one  of  the  world's  greatest 
forces  in  health  care  and  they 
are  well  positioned  to  move  to 
the  top  in  the  next  few  years. 

What  brings  the  partners  to- 
gether is  a  commitment  to  meet 
patients'  needs  more  quickly  and 
effectively,  and  to  develop  inno- 
vative drugs  to  treat  diseases  that 
are  currently  incurable. 
To  their  health  -  and  to  yours! 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  8480 

Kansas  City,  MO  64114-0480 
Internet:  http://www.hoechst.com/ 


staff  of  160,000  people  worldwide,  annual  sales  total  $  37  billion. 
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BY  STEPHEN  H.  WILDSTROM  

TOSSING  JUNK 
OUT  OF  WINDOWS 


Cheap  housekeeping 
programs  can  get  rid 
of  digital  debris 
without  too  much  fuss 

After  I  suggested  re- 
cently that  buyers  of 
new  computers  should 
clear  the  junk  software  off 
their  hard  drives  (BW — Mar. 
11),  several  wrote  to  ask  just 
how  to  go  about  doing  it. 
That's  a  good  question.  It 
turns  out  that  the  task  of 
getting  rid  of  Windows  pro- 
grams is  harder  than  it 
sounds — or  than  it  ought 
to  be. 

The  bad  news  is  that 
in  order  to  do  a  proper 
job  of  eliminating  un- 
wanted applications,  you 
need  to  buy  an  addition- 
al piece  of  software. 
The  good  news  is  that 
an  inexpensive  house-  s 
keeping  program,  also 
called  a  cleanup  utility, 
will  free  up  space  on 
your  hard  drive  and  will 
help  eliminate  problems 
that  are  caused  by  duplicate 
or  outdated  files. 
UNREALIZED  PROMISE.  I've 
taken  a  look  at  three  such 
cleanup  programs:  Unin- 
staller 3.5  from  MicroHelp 
(800  777-3322),  CleanSweep 
95  from  Quarterdeck  (310 
309-3700),  and  Remove-It  95, 
put  out  by  Vertisoft  Systems 
(800  460-5875).  All  of  them 
are  widely  available  at  soft- 
ware stores  at  a  price  be- 
tween $25  and  $35.  All  of 
them  offer  Windows  3.1  and 
95  versions  in  the  same  box, 
and  all  perform  similar  func- 
tions well.  Truth  be  told, 
there's  not  much  basis  for 
preferring  oi  <  over  another, 
although    I    found  Clean- 


Sweep  to  be  the  easiest  to 
use,  by  a  narrow  margin. 

This  is  one  area  where 
Apple  Computer's  Mac  oper- 
ating system  is  simpler.  On 
the  Mac,  simply  dragging  an 
icon  to  the  trash  can  has  the 
effect  of  throwing  the  whole 
program  away.  Try  that  in 
Windows  95,  however,  and 
you  junk  only  the  icon — 
while  the  underlying  pro- 
gram stays  right  where  it  is. 
Win95  was  supposed  to  have 


almost  Mac-like  cleanup  ease, 
but,  as  in  a  number  of  other 
fields,  the  promise  hasn't 
quite  been  realized.  Although 
displaying  the  "Designed  for 
Windows  95"  logo  requires 
that  an  application  must 
come  with  its  own  "uninstall" 
routine,  it  will  be  a  long  time 
before  the  programs  that 
were  written  for  older  ver- 
sions disappear.  Even  today, 
more  than  half  of  the  newly 
published  software  that  I  see 
specifies  'Windows  3.1  or  lat- 
er," which  means  there  is  no 
assurance  that  a  cleanup  fea- 
ture has  been  included. 
Getting  rid  of  a  Windows 


program  by  hand  is  a  tedious 
chore.  First,  you  have  to 
delete  the  folder  or  directory 
containing  the  program  files. 
Then,  you  have  to  eliminate 
its  icon  from  the  Win95  start 
menu  or  a  Windows  3.1  pro- 
gram group.  Even  then,  you'll 
probably  be  left  with  or- 
phaned files  remaining  in  oth- 
er directories.  And  the  now- 
departed  program  will  still 
be  registered  in  Windows' 
database  of  installed  applica- 
tions, a  situation  that  can  lat- 
er cause  Windows  to  try  to 
open  a  file  with  a  nonexistent 
program. 

LESS  SPACE.  The  utility  pro- 
grams automate  the  cleanup 
process,  hunting  down  all  un- 
needed  files.  Sometimes, 
there's  a  possibility  that  a  file 
may  be  used  by  some  other 
program.  In  these  cases,  the 
software  wisely  errs  on  the 
side  of  caution — unless  you 
specifically  tell  it  to  go 
ahead  and  delete  the  file. 

These  programs  per- 
form other  helpful  ser- 
vices as  well:  They  can 
search  through  your 
hard  disk  for  duplicate 
files  or  components 
that  no  longer  seem  to 
belong  to  any  pro- 
gram and  delete 
them.  They  will  also 
easily  copy  a  pro- 
gram to  disks  so  that 
you  are  able  to  trans- 
fer it  to  a  laptop  or  a 
new  computer  and  retain 
any  customization  that  you 
may  have  done.  The  utilities 
will  also  let  you  compress  lit- 
tle-used applications  with  the 
result  that  they  take  up  less 
space  but  can  be  decom- 
pressed when  needed.  One 
extra  tip:  After  deleting  or 
compressing  a  lot  of  files,  you 
should  run  the  Win95  disk 
defragmenter  to  finish  the 
job  of  tidying  your  drive. 

As  software  written  for 
Windows  95  becomes  domi- 
nant, the  need  for  program- 
removal  software  will  fade. 
But  these  cleanup  programs 
all  add  enough  utility  that 
they  are  well  worth  their 
modest  price. 


BULLETIN  BOARI 


COLOR  PRINTERS 
LASER  FAIRE 

When  color  laser  printers 
showed  up  last  year,  the 
pricey  units  were  more 
impressive  for  their  speed 
and  ability  to  print  in  volurr 
than  for  print  quality.  That': 
changing  with  a  new  gener 
tion:  The  Color  LaserJet  5 
series  from  Hewlett-Packan 
(800  752-0900),  starting  al 


$6,000,  can  print  color 
images  at  the  equivalent  oi 
1,200  dots  per  inch  without 
the  graininess  or  color  bam 
of  earlier  models.  The  printi 
turns  out  black-only  pages 
10  per  minute,  color  at  2  or 
a  minute.  HP  says  the  cost 
toner  and  developer  is  as  Ic 
as  90  for  a  typical  color  paj 

LAPTOPS 
SECRET  SERVICE 

As  Windows  NT  gains  momf 
turn  among  corporate  users 
compatibility  problems  and 
lack  of  support  for  PC-card 
modems  have  kept  the  syst 
off  laptops.  Digital  Equipmi 
aims  to  change  that  with  a 
$6,000  version  of  its  new 
HiNote  Ultra  subnotebook  w 
NT — and  software  to  run  a 
limited  range  of  PC  cards- 
installed.  That  price  buys  a 
133-megahertz  Pentium 
processor,  a  1.4-gigabyte 
hard  disk,  and  24  megabytf 
of  RAM.  Digital  expects  the 
laptop  to  appeal  to  financia 
services  outfits  and  govern- 
ment agencies  that  need  N" 
tough  security  features. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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No  matter  what  you  ship  overseas,  no  one  gets  it  there  like  FedEx.  In  fact,  we  can  get  your  box  through  customs 
before  it  even  gets  to  customs.  So  it  gets  there  on  time  and  hassle  free.  So  the  next  time  you  need  to  ship,  whatever  you  need  to  ship, 
just  call  1-800-247-4747'  or  visit  us  at  http://www.fedex.com.  Hey  we  didn't  become  the  world's  #1  express  shipper  by  being  picky. 
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Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


THE  GREATEST  LEADERS  OF  THE  '80s 
GET  NO  RESPECT 


THANKLESS: 

Reagan, 
Thatcher,  and 
Salinas  set 
their  countries 
on  the  right 
path-against 
all  odds  in 
Salinas'  case- 
yet  all  three 
are  vilified 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  of  the  Institute  for  Political 
Economy  and  Distinguished  Fellow  of 
the  Cato  Institute  in  Washington,  D.C. 


Former  Mexican  President  Carlos  Sali- 
nas de  Gortari,  former  U.  S.  President 
Ronald  Reagan,  and  former  British 
Prime  Minister  Margaret  Thatcher  all  know 
the  truth  of  Niccolo  Machiavelli's  observation 
that  those  who  take  the  lead  in  introducing  a 
new  order  of  things  get  in  hot  water. 

All  three  leaders  achieved  great  success, 
and  all  three  are  vilified.  Salinas  undertook 
the  biggest  changes.  He  had  to  make  a  one- 
party  state  democratic,  create  a  rule  of  law 
where  there  was  none,  and  privatize  a  so- 
cialist economy.  Reagan  rescued  the  U.  S. 
from  stagflation  and  had  the  vision  to  see  the 
end  of  Soviet  communism.  Thatcher  stopped 
runaway  inflation,  put  public  expenditure  un- 
der control,  and  cut  tax  rates,  thereby 
restoring  British  vitality. 

Salinas'  accomplishments  are  denied,  while 
Reagan's  and  Thatcher's  are  frequently 
ignored  or  attributed  to  other  factors.  For 
example,  Reagan's  victory  over  stagflation 
is  attributed  to  the  breakup  of  the  Arab  oil 
cartel. 

Machiavelli  recognized  that  people  resent 
leadership  even  when  it  benefits  them.  This 
makes  leadership  a  rare  commodity  even  in 
countries  with  an  abundance  of  politicians.  It 
emerges  only  in  a  crisis,  and  seldom  then.  Its 
absence  today  attests  to  the  success  of  the 
three  great  leaders  of  the  1980s  in  putting 
their  countries  on  firm  footing. 

Nonetheless,  Salinas  is  viewed  as  the  man 
who  ruined  Mexico  by  failing  to  devalue. 
There  is  a  certain  illogic  to  this  argument,  as 
the  devaluation  by  his  successor  solved  noth- 
ing and  brought  on  a  crisis  of  its  own.  This 
crisis,  which  remains,  is  explained  away  with 
the  claim  that  there  was  no  alternative  to 
devaluation.  But  there  was:  monetary  tight- 
ening and  a  large  privatization.  The  former 
would  have  eased  fears  of  peso  oversupply, 
and  the  latter  would  have  boosted  the  cur- 
rency with  capital  inflows. 
budget  BOGEYMAN.  Reagan  and  Thatcher 
have  not  suffered  the  personal  vilification 
heaped  on  Salinas,  but  their  policies  are  rou- 
tinely trashed  by  pundits.  For  example, 
David  E.  Rosenbaum  of  The  New  York 
Times  saw  the  specter  of  Reaganomics  in 
the  strong  showing  of  Steve  Forbes's  flat 
tax  in  early  Republican  primary  polls.  To 
ward  off  a  resurrection,  Rosenbaum  mar- 
shaled "the  overwhelming  consensus"  in 
"Washington  and  academic  circles"  that  "the 


supply-side  theories  Mr.  Forbes  espou 
were  largely  discredited  in  the  1980s." 

Rosenbaum  is  oblivious  to  the  humoi 
his  appeal  to  such  discredited  authorities 
"Washington  and  academic  circles,"  but  w 
Rosenbaum  means  is  that  nothing  Rea; 
did  counts  because  of  the  budget  deficit. 

Never  mind  that  all  of  the  deficit  hyste 
have  come  to  naught.  The  bogeyman  is  i 
rolled  out  every  time  supply-side  econon 
is  mentioned.  Despite  the  deficit,  inflal 
and  interest  rates  have  collapsed,  and  vii 
ally  everyone  who  took  out  a  mortgage  c 
ing  the  past  20  years  has  refinanced.  ' 
U.  S.  has  not  become  a  deindustrialized  F> 
Belt,  as  booming  exports  and  a  virile  auto 
dustry  demonstrate.  The  Japanese  have 
taken  us  over.  Instead,  they  are  experienc 
an  economic  and  financial  crisis.  Meanwl 
the  U.  S.  stock  market  continues  to  re 
new  highs. 

STAG-WHAT?  In  the  late  1970s,  when  s 
ply-side  economics  stepped  onto  the  po' 
stage,  the  issue  it  addressed  was  not 
budget  deficit  but  the  inability  of  the  ecc 
my  to  grow  without  higher  inflation.  S 
ply-side  economics  was  designed  as  an 
planation  of  and  remedy  for  stagflation, 
success  is  evidenced  by  the  disappeara 
of  stagflation  as  an  issue.  Even  the  tern 
unfamiliar  to  those  who  came  of  age  wit 
the  past  10  years. 

To  cover  up  this  success,  a  failure  was 
vented.  Reaganomics  is  alleged  to  have  b 
based  on  a  prediction  that  tax  cuts  wo 
pay  for  themselves,  and  the  deficit  is  proo 
failure.  No  facts  support  this  charge.  All 
ficial  documents  showed  that  the  tax  cut  1 
explicitly  based  on  the  assumption  thai 
would  reduce  revenues  by  more  than  $ 
billion,  a  loss  built  into  the  deficit  foreca: 

Unanticipated  disinflation  caused  the  b 
get  deficit  in  the  Reagan  years.  It  produ 
$2.5  trillion  less  gross  national  product  tl 
was  forecast  between  1981  and  1986.  T 
loss  of  tax  base  was  the  source  of  the  r 
enue  shortfall.  As  Congress  would  not  rat 
et  down  spending  proportionally,  the  gap 
tween  revenue  and  expenditures  grew. 

The  evidence  supporting  the  achieveme 
of  Salinas,  Reagan,  and  Thatcher  is  so  ov 
whelming  that  economists  and  pundits  h; 
to  go  out  of  their  way  to  avoid  it.  If  tb 
leaders  are  failures,  where  are  the  succ 
stories? 
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Chances  are 

we've  helped  your  business. 

(Even  if  you've  never  owned  a  Macintosh.) 


lack  in  1984,  a  young  company  named  Apple  Computer  did  a  rather 
emarkable  thing.  It  introduced  a  new  way  of  computing.  A  new  way  of 
jetting  things  done. 

A  new  way  named  Macintosh? 

Sure,  personal  computers  had  been  around  for  awhile.  But  never 
iefore  had  one  computer  so  completely,  so  instantly,  changed  the  land- 
cape  of  the  possible. 

Making  the  extraordinary  ordinary. 

n  the  12  years  since,  Apple1  innovations  have  continued  to  redefine  what 
cople  can  do  with  a  personal  computer.  They've  also  found  their  way 
nto  some  of  our  competitors'  PCs  and  operating  systems.  For  example, 
he  plug-and-play  technology  we  brought  to  market  in  1987  is  just  now 
lecoming  a  reality  for  other  PC  makers.  Macintosh  was  one  of  the  first 
ffordable  desktop  computers  to  employ  powerful  RISC 
iased  microprocessors.  (We're  now  working  on 
he  fourth-generation  PowerPC "  RISC  chip.) 
did  we're  still  the  only  company  in  the 
rorld  making  a  computer  that  runs 
10th  the  Mac'"  OS  and  Windows? 

As  a  result  of  these  Apple  innova- 
ions,  ordinary  people  can  sit  down  at  all 
inds  of  PCs  and  actually  get  some  work 
lone.  Of  course,  if  they  sit  down  at  a 
Macintosh,  they  can  build  3-D  graphics.  Use  virtual  reality  in  very  real 
vays.Videoconference  across  continents.  Collaborate  with  colleagues  on 
he  far  side  of  the  corporate  campus.  Build  interactive  sites  on  the  World 
Vide  Web.  And  more.  That's  the  Mac  advantage. 

People  do  know  the  difference. 


More  than  a  few  of  foe  things  that  seem 
tftmdard  on  a  personal  computer  today 
were  pioneered  by  Apple. 


foday,  56  million  people  do  their  work  the  Macintosh  way.  Some  in 
ichool.  Some  at  home.  And,  when  you  look  at  the  numbers  from  recent 
itudies,  quite  a  few  in  business.  We  command  a  47%  share  of  the  U.S. 
:ommercial  publishing  market.  And  76.2%  of  the  color  pre-press  market, 
pd  though  our  dominance  in  graphics-related  businesses  may  not 


shock  you,  consider  this:  we  have  a  50%  share  of  the  chemical,  pharma- 
ceutical, biotechnology,  scientific  and  engineering  computing  markets. 

And  then,  there's  the  fact  that  Macintosh  brand  loyalty  is  the  highest 
of  any  PC  in  the  world:  90%  of  Macintosh  customers  buy  a  Mac  the  next 
time  around.  Which  leads  people  like  Andrew  Laham,  MIS  Director  at 
the  law  firm  Fleming,  Hovenkamp  &  Grayson,  to  say,"There  would  be  a 
major  crisis  if  we  had  to  do  without  Macs.  In  fact,  there  would  be  an 
open  revolt"  Indeed,  if  the  mail  we've  received  lately  is  any  indication, 
more  than  a  few  CFOs  out  there  would  revolt,  too,  if  their  companies 
didn't  use  Macintosh  computers. 

'NASA  saved  $800,000  a  year  on  maintenance  alone 
when  we  replaced  their  legacy  system  with  a  Macintosh 
system"  says  Steve  Monteith,  a  member  of  the  Research  Triangle 
Institute  TechTracS  Team. 

And  if  you  replace  a  Windows  system  with  a  Mac?  According 
to  a  recent  study  by  the  Gartner  Group,  technical  support  costs  for 
Macintosh  tend  to  be  25%  lower  than  support  costs  for  Windows?* 
Even  PC  World  magazine  ranked  Apple  as  one  of  the  best  for  reli- 
ability and  service  among  all  makers  of  personal  computers. 

See  the  future.  Turn  on  a  Mac. 

As  they  say,  you  can't  simply  rest  on  your  laurels.  So  what's  next?  Let's  start 
with  Copland,  our  upcoming  operating  system!  Copland  won't  just 
change  the  look  of  the  Macintosh  desktop;  it  will  incorporate  an  entirely 
new  technology  called  OpenDoc"  that  will  change  the  way  you  think 
about  computers.  (Sound  like  hype? Check  out  InfoWorld—ihey  named 
OpenDoc  the  winner  of  the  1995  Landmark  Technology  Award.) 

And  then  there  are  the  53  new  software  patents  we  were  awarded  in 
1995,  patents  on  everything  from  wireless  communication,  power  man- 
agement and  manufacturing  systems  to  data  encoding,  data  compression 
and  encryption. That's  more  than  enough  innovation  to  bring  another 
generation,  or  three,  of  intelligent  business  tools  to  market. 

The  kinds  of  tools  that  keep  your  productivity  up.  Your  costs  down.The 
kinds  of  tools  that  keep  your  people  motivated  to  push  the  limits. To  chal- 
lenge the  unknown.To  discover  the  unexpected.  And  bring  it  to  market.  You 
know,  the  same  things  we  keep  doing  with  Macintosh.  Year  after  year. 


Apple 


http://always.apple.com 
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Economic  Trends 


BY  GENE  KORETZ 

DO  ELECTIONS 
SWAY  FED  MOVES? 

Apparently  only  in  their  timing 

Will  the  fact  that  1996  is  a  Presi- 
dential election  year  affect  Fed- 
eral Reserve  policy  in  the  months 
ahead?  According  to  Wall  Street  lore, 
the  Fed  tends  to  resist  making  policy 
changes  during  election  years.  Many  ob- 
servers also  think  it  is  less  likely  to 
tighten  in  such  years. 

The  Fed's  track  record  proves  other- 
wise. Since  1972,  reports  economist  John 
Youngdahl  of  Goldman  Sachs  &  Co.,  the 
Fed  on  average  has  actually  made  some- 
what more  policy  shifts  in  election  years 
than  in  other  years.  And  tightening 
moves  were  also  more  common — proba- 
bly because  economic  growth  in  elec- 
tion years  was  quite  strong. 

Youngdahl  did  find,  however,  that  pol- 
icy shifts  were  far  less  frequent  in  Sep- 
tember and  October  (and  more  frequent 
in  November  and  December)  than  in 
other  years — indicating  that  the  Fed 
tends  to  defer  moves  as  elections  ap- 
proach until  after  the  votes  are  counted. 

A  PANG  OF 
ECONOMIC  ANGST 

Germany's  revival  has  stalled 

The  economic  news  in  Germany  is 
anything  but  reassuring.  After  post- 
ing no  growth  in  the  third  quarter,  the 
economy  dipped  0.5%  in  the  fourth  and 
seems  likely  to  decline  in  the  first,  as 
well.  Meanwhile,  unemployment  hit  a 
postwar  high  of  11.4%  in  February,  as 
an  inventory  cor- 


rection, weakening 
capital  spending, 
and  declining  con- 
struction took 
their  toll  of  eco- 
nomic growth. 

The  most  posi- 
tive development 
is  rising  exports, 
which  seem  poised 
to  lead  the  econo- 
my out  of  reces- 
sion— despite  the 
hurdles  posed  by 
a  strong  mark, 
high  wage  settle- 


GERMANY'S 
RESILIENT  EXPORTS 


A  BILLIONS  OF  MARKS 
DATA:  AELTUS  INVESTMENT 
MANAGEMENT  INC 


ments,  and  sluggish  European  economies. 
Ralph  Peters  of  Aeltus  Investment 
Management  Inc.  thinks  Germany's  sur- 
prising export  performance  derives  from 
the  superior  quality  of  German  capital 
goods  and  manufacturers'  foreign  in- 
vestment strategy.  "To  save  on  labor 
costs,"  he  says,  "German  exporters  may 
be  shipping  partially  assembled  high- 
value  products  to  new  plants  overseas." 


BEWARE  THOSE 
HEFTY  JOB  GAINS 

The  economy  may  not  be  so  robust 

Bond  holders  are  still  counting  the 
costs  of  the  surge  in  bond  yields 
sparked  by  February's  unexpectedly 
strong  job  numbers.  But  David  H. 
Resler  of  Nomura  Securities  Interna- 
tional Inc.  has  a  sickening  sense  of  deja 
vu.  "It's  all  too  familiar,"  he  says. 

Exactly  six  years  ago  in  1990,  notes 
economist  Resler,  employment  soared 
602,000  during  January  and  February 
after  recording  a  gain  of  only  810,000  in 
the  last  half  of  1989.  Concluding  that 
the  economy  was  reviving  after  a  year 
of  lackluster  growth,  the  Federal  Re- 
serve suspended  further  easing  moves, 
and  panicky  investors  pushed  bond 
yields  up  by  88  basis  points  above  their 
December  level — more  than  enough  to 
choke  off  interest-sensitive  sectors. 

The  present-day  parallels  are  striking. 
After  total  job  growth  of  only  824,000  in 
the  last  half  of  1995,  employment  posted 
a  cumulative  gain  of  517,000  in  the  first 
two  months  of  1996.  Several  Fed  offi- 
cials have  hinted  that  further  easing  is 
on  hold.  And  30-year  bond  yields  are 
up  sharply  since  the  start  of  the  year. 

As  Resler  sees  it,  the  recession  in 
mid-1990  proved  that  the  markets  over- 
estimated the  economy's  basic  strength 
early  in  the  year  and  thus  helped  bring 
on  the  downturn.  Further,  he  notes  that 
January-February  employment  gains 
have  been  unusually  strong  in  most 
years  since  1983 — suggesting  a  system- 
atic early-year  tendency  to  exaggerate 
employment  and  economic  strength. 
(Payroll  gains  in  the  first  two  months  of 
the  past  three  years  averaged  515,000, 
but  real  first-quarter  growth  in  those 
years  averaged  a  paltry  1%.) 

Of  course,  no  one  yet  knows  whether 
underlying  business  conditions  this  year 
are  improving  as  much  as  recent  job 
data  imply.  But  the  events  of  1990, 
warns  Resler,  suggest  that  the  latest 
interest-rate  surge  could  well  choke  off 
any  revival  that  is  under  way. 


THE  LITTLE  GUYS 
AREN'T  W0RRIEE 

Small  businesses  chug  right  alor 

'I7,  conomic  statistics  have  been  blow 
A-Jhot  and  cold  in  recent  months, 
America's  small-business  community 
been  steering  a  steady  if  unexcit 
course.  According  to  the  latest  surve; 
the  National  Federation  of  Independ 
Business,  its  small-business  optim 
index  edged  up  slightly  in  February 
100,  staying  close  to  its  average  1 
level  of  100.8. 

"The  outlook,"  says  nfib  econor 
William  C.  Dunkelberg,  "is  for  contin 
moderate  growth  and  no  recess: 
Small  businesses  are  bullish  about  ti 
own  prospects  in  the  months  ahf 
though  somewhat  less  confident  ab 
the  economy  as  a  whole." 

In  the  wake  of  an  unusually  sev 
winter,  many  small  companies  repor 
sluggish  sales  and  earnings  in  Janu 
and  February.  Looking  ahead,  howe 
an  impressive  51%  of  respondents 
February  said  they  expect  rising  si 

SMALL  BUSINESS  STILL 
COUNTS  ON  GROWTH 


'92    '93    '94    '95    '96     '92    '93    '94    '95  '! 
•NET  PERCENT  OF  COMPANIES  PLANNING  TO  EXPANO  JOBS 
"PERCENT  PLANNING  CAPITAL  OUTLAYS  IN  COMING  MONTHS 

DATA:  NATIONAL  FEDERATION  OF  INDEPENDENT  BUSINESS 

over  the  next  six  months,  compa 
with  just  16%  expecting  declines — 
strongest  reading  since  late  1994. 

Indeed,  capital  spending  is  on  a  l 
Some  70%  of  surveyed  companies 
ported  making  capital  expenditures  1 
year — the  most  in  the  23-year  histon 
the  NFIB  survey.  And  a  near-record  4 
are  penciling  in  capital  outlays  over 
next  six  months  (chart). 

On  the  employment  front,  Dun! 
berg  reports  that  the  nfib  survey  poi 
to  more  moderate  recent  job  gains  tl 
the  huge  increase  reported  by 
Labor  Dept.  for  February.  Howe\ 
small-business  hiring  plans  remain  "v 
strong,"  and  a  record  25%  of  all  com 
nies  say  they  have  job  openings  t 
are  difficult  to  fill.  The  tightest  la 
market:  the  South  Atlantic  regi 
where  more  than  30%  of  companies  i 
they  have  hard-to-fill  job  openings. 
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JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


S  THE  STORMS  CLEAR, 

HE  EXPANSION  IS  CHUGGING  ALONG 


US.  ECONOMY 


RETAIL  BUYING 
KEEPS  CLIMBING 


REAL  RETAIL  SALES 

■  ■  i  i  i  i  i  i 
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BILUONS  OF  1992  DOLLARS 
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The  economic  tea  leaves  in 
early  1996  have  been  obscured 
blizzards,  strikes,  and  government  shutdowns.  Brush 
ay  the  detritus,,  however,  and  the  data  continue  to 
»w  that  the  expansion  is  heading  into  its  sixth  year 
idly  on  track. 

Hie  train  is  a  local,  though,  not  an  express  as  the  ro- 
;t  February  data  suggest.  The  first-quarter  num- 
•s  from  homebuilders,  factories,  and  retailers  show 
:  economy  moving  forward  in  stop-and-go  fashion, 
d  it  all  up,  and  the  result  is  only  modest  growth. 

The  problem  for  the  outlook 
is  that  the  bond  market  is  fix- 
ated on  February's  brawny 
yw/      numbers.  The  resulting  surge 

 r^f  in  long-term  yields,  though, 

t  seems  unjustified  by  trends  in 

both  economic  growth  and 
inflation.  First-quarter  real 
gross  domestic  product  ap- 
pears to  be  growing  little  bet- 
ter than  the  fourth  quarter's 
tepid  0.9%  pace,  and  inflation 
nains  tame  at  under  3%. 

But  if  sustained,  the  rate  rise  will  limit  the  economy's 
lity  to  shake  off  its  current  malaise.  Recession  is  still 
;  a  worry,  but  higher  borrowing  costs  will  slice  at 
st  a  fraction  off  second-half  growth.  The  big  loser 
il  be  construction,  particularly  housing,  and  that 
ans  less  demand  for  all  the  goodies  that  furnish  a 
ne,  from  carpeting  to  couches  to  cookware. 
Higher  rates  have  already  put  the  kibosh  on  mort- 
*e  refinancings — applications  have  plunged  40%  in 
y  three  weeks.  Refis  were  expected  to  provide  con- 
ners  with  extra  cash  and  aid  the  purchase  of  big- 
ket  items,  such  as  cars,  vacations,  and  appliances. 

I0PPERSWERE  OUT  in  full  force  in  February,  at 
.st.  Retail  sales  rose  0.8%,  after  slipping  0.1%  in 
luary.  So  far  in  the  first  quarter,  business  week 
;imates  real  store  volume  is  growing  at  an  annual 
;e  of  2%  (chart).  That's  below  the  fourth  quarter's 
'<%  pace,  but  it  shows  consumers  aren't  retrenching. 
In  February,  car  sales  jumped  2%  and  department 
•re  receipts  rose  2.4%.  Even  the  intensely  competitive 
parel  sector  posted  a  hefty  1.2%  sales  gain  in  Feb- 
ary.  Sales  of  building  materials  also  rebounded. 
That  hike  reflects  housing's  staying  power,  which 
ng  tough  even  in  miserable  January.  Housing  starts 
se  3%  in  February,  to  an  annual  rate  of  1.49  million. 
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That  followed  January's  1.5%  rise,  even  though  home- 
building  was  expected  to  drop  because  of  the  blizzard. 

The  reason  it  didn't  is  that  the  boom  areas  for  hous- 
ing are  the  West  and  South,  regions  less  exposed  to 
winter's  wrath.  In  fact,  starts  in  the  West  surged 
29.2%-  in  the  past  three  months,  to  425,000  units  in 
February — the  highest  level  in  six  years. 

March  looks  upbeat,  too. 
The  National  Association  of       WILL  RISING  RATES 
Home  Builders'  housing  mar- 
ket index  rose  10  points,  to  a 
reading  of  60  for  the  month.  76 
That's  the  lai'gest  monthly  rise  7,3 
in  the  index's  11-year  history.  70 
Builders  reported  increased 
buyer  traffic  and  sales.  fixed  mortgage  rates 

The  recent  spike  in  rates, 
though,  raises  the  bar  too  high 
for  some  buyers.  The  rate  on 
a  30-year  fixed  mortgage  jumped  to  7.83%  in  mid- 
March,  a  percentage  point  higher  than  four  weeks  ear- 
lier (chart).  That  lifts  the  income  needed  to  qualify  for 
a  typical  $100,000  mortgage  from  less  than  $31,000  to 
more  than  $35,000.  If  demand  begins  to  evaporate  lat- 
er when  today's  new  projects  are  finally  finished,  starts 
will  suffer. 

MANUFACTURERS  APPEARED  TO  BE  almost  as  busy 

as  homebuilders  in  February.  In  fact,  the  month's  in- 
dustrial production  and  capacity  utilization  suggest 
that  the  factory  sector  is  in  a  boom.  It  isn't.  Output  in 
the  nation's  factories,  mines,  and  utilities  soared  1.2%  in 
the  month,  the  largest  gain  in  more  than  eight  years, 
after  January's  0.4%  decline  (chart,  page  24).  The  in- 
dustrial operating  rate  surged  from  82.1%  to  82.9%. 

With  almost  all  January's  data  distorted  on  the  low 
side  and  February's  numbers  exaggerated  on  the  high 
side,  an  average  of  the  two  months  gives  a  fairer  read 
of  the  trend.  For  example,  industrial  production  is  ris- 
ing at  an  annual  rate  of  only  1.3%,  not  much  better 
than  the  0.5%  snail's  pace  in  the  fourth  quarter,  and  the 
January-February  operating  rate  is  slightly  below  the 
fourth-quarter  reading. 

Among  broad  categories,  production  of  business 
equipment  is  surging  at  a  13.5%  pace,  but  that  re- 
flects the  return  of  striking  workers  at  Boeing  Co. 
Second-quarter  output  will  slow  considerably.  During 
the  past  year,  growth  in  equipment  output  has  slipped 
to  a  5%  rate,  half  of  its  pace  a  year  earlier. 

Output  of  consumer  goods  in  January  and  February 
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is  running  3.2%  below  the  fourth  quarter,  reflecting 
cuts  in  auto  output.  The  auto  weakness  will  run  at 
least  through  March.  Car  companies  have  curtailed 
output  because  of  excessive  inventories,  and  now  the 
strike  by  the  United  Auto  Workers  against  General  Mo- 
tors Corp.  will  hammer  both  output  and  payrolls  in  the 
March  reports,  due  out  in  April. 

One  implication  of  the  uaw  strike  is  that  it  will  force 
a  faster-than-planned  reduction  of  inventories,  possibly 
setting  up  a  sharp  rebound  in  output  later  this  spring. 
Veliicles  on  dealers  lots,  which  had  swelled  to  an  88-day 
supply  at  the  end  of  January,  shrank  to  a  73-day  supply 
by  the  end  of  February. 

By  the  end  of  March,  stocks  will  be  close  to  the 
more  normal  60-day  supply,  but  if  the  strike  is  pro- 
longed, shortages  will  become  widespread.  In  any  case, 
the  drawdown  of  car  inventories  in  the  first  quarter  is 
sure  to  exert  a  big  downdraft  on  gdp  growth. 

IF  THE  FEBRUARY  SURGE  in  capacity  use  were  real, 
cost  pressures  would  be  clearly  evident.  However,  if 
anything,  the  price  indexes  show  that  inflation  pressures 
are  abating,  especially  at  the  wholesale  level.  Producer 
prices  for  finished  goods  fell  0.2%  in  February.  Ex- 
cluding energy  and  food,  the  core  index  was  up  0.1%, 
and  prices  at  earlier  stages  of  production  dropped. 

Not  surprisingly,  the  consumer  price  index  also 
looked  tame  in  February,  with  both  the  total  and  core 


indexes  rising  0.2%,  putting  annual  inflation  at  2.7%. 
ing  forward,  competitive  pressures  and  sterling  p 
ductivity  gains  in  manufacturing  will  hold  down 
prices  of  goods,  and  since  last  summer,  service  inflal 
has  shown  an  improving  trend  that  should  continu* 

A  sector  to  watch  is  housing.  Housing  inflation,  sc 
40%  of  the  CPI,  has  been  in  an  uptrend  over  the  p 
year,  rising  from  2.2%  a  year  ago  to  2.9%  in  Febru; 
Much  of  that  reflects  improvement  in  the  housing  n 
ket  generally,  and  the  trend  may  continue. 

One  area  where  inflation  is 
anything  but  tame  is  the  cost 
of  having  fun.  Entertainment 
prices,  making  up  just  4%  of 
the  CPI,  surged  0.8%  in  Feb- 
ruary, reflecting  higher  prices 
for  toys  and  games  as  well  as 
tickets  for  movies,  concerts, 
and  sporting  events.  Annual 
entertainment  inflation  dou- 
bled in  the  past  year,  to  4%  in 
February,  a  four-year  high. 

Pricier  baseball  tickets  aside,  inflation  should  < 
the  year  about  where  it  is  now.  That's  because 
economy  is  unlikely  to  build  up  a  head  of  steam  t 
will  generate  price  pressures.  As  soon  as  the  b< 
market  realizes  this,  the  quicker  long-term  rates  can 
back  to  levels  that  are  more  supportive  of  growth. 
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Germany's  "phase  of  pro- 
nounced weakness,"  as  the 
Bundesbank  puts  it,  looks  more 
like  a  plain  old  recession.  The 
economy  is  on  the  verge  of  back- 
to-back  quarterly  declines  in  real 
gross  domestic  prod- 
uct. But  even  with  un- 
employment at  a 
record  high  and  infla- 
tion near  a  record  low, 
the  Buba  has  put  in- 
terest-rate cutting  on 
hold.  That  threatens  to 
prolong  the  suffering. 

The  problem  is  un- 
ruly growth  in  the  M3 
money  supply  and  a 

in  long-term  interest 
M3,  which  the  Buba  views 
gauge  of  future  inflation, 
surj      in  February  at  an  annual 
rate  of  12.6%  from  the  fourth- 
quarter  level.  The  pace  was  far 


LOSING  FAITH 
IN  THE  ECONOMY 


80     BUSINESS  CONFIDENCE 

(WESTERN  GERMANY) 
0 1111111111111  in, 

JAN  '93  FEB  '96 

A  INDEX-  1985=100 

DATA  IF0  RESEARCH  INST  VIA  DRI/McGRAW-HILL 


above  the  4%-to-7%  target,  and  it 
pushed  bond  yields  even  higher. 
Although  special  factors,  including 
heavy  government  borrowing,  are 
exaggerating  M3's  pace,  the 
speedup  dashes  hopes  for  a  rate 
cut  soon.  The  official 
discount  rate  has 
been  at  3%  since  Dec. 
14.  Analysts  now  be- 
lieve that  a  cut  is  not 
possible  until  May  or 
June. 

Aside  from  some 
modest  tax  relief,  fis- 
cal policy  offers  no 
help.  On  Mar.  15,  Fi- 
nance Minister  Theo 
Waigel  imposed  a  federal  spend- 
ing freeze  on  big-ticket  items 
aimed  at  preventing  this  year's 
deficit  from  overshooting  the 
planned  60  billion  marks  ($40.7 
billion)  target.  And  on  Mar.  19, 


Chancellor  Helmut  Kohl  projecte 
that  "massive"  cuts  in  public 
spending  will  be  needed  next  ye; 
to  meet  the  Maastricht  goal. 

Meanwhile,  last  year's  inventoi 
pileup  continues  to  depress  mani 
facturing:  Orders  weakened  fur- 
ther in  January  from  an  already- 
low  December  level.  The  drop  in 
business  confidence  is  unabated, 
with  the  February  reading  the 
lowest  in  two  years  (chart).  The 
severe  winter  is  compounding  th 
first-quarter  weakness,  hitting 
construction  especially  hard,  so 
some  weather-related  rebound  in 
the  second  quarter  seems  likely. 

That  may  further  cloud  the 
Buba's  reading  of  the  economy. 
However,  with  inflation  at  a 
year  low  of  1.4%,  further  manu- 
facturing weakness  would  proba- 
bly override  the  central  bank's  1V1 
worries  and  allow  a  rate  cut. 
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TRENDS 


HAS  OUTSOURCING 
GONE  TOO  FAR? 


It's  the  corporate 
rage,  but  farming 
out  work  can  cost 
a  company  dearly 

DuPont  Co.  has  always  run  corpo- 
rate training  and  development  out 
of  its  Wilmington  (Del.)  head  of- 
fice. But  these  days,  Boston-based 
Forum  Corp.  handles  it  instead.  In 
Somers,  X.Y..  PepsiCo  Inc.  employees, 
long  used  to  receiving  personal  finan- 
cial planning  from  their  employer,  now 
get  that  service  from  kpm<;  Peat  Mar- 
wick.  Denver's  TeleTech  Holdings  Inc.  is 
taking  customer-service  calls  from  AT&T 
customers  and  booking  seat  reserva- 
tions for  Continental  Airlines.  Then 
ere's  General  Motors  Corp.,  which  is 
lasty  labor  fight  over  its  right  to 
fai  n       some  brake  production. 

('ail  it  the  growth  industry  of  the 
Nineties.  Outsourcing,  endorsed  as  a 


cost-cutting  measure  in  recent  years  by 
such  management  gurus  as  Peter 
Drucker  and  Tom  Peters,  has  emerged 
as  the  most  sweeping  trend  to  hit  man- 
agement since  reengineering.  In  the 
rush  to  improve  efficiency.  Corporate 
America  is  going  to  outsiders  to  buy 
ever  more  products  and  services  that 
were  once  made  by  its  own  employees. 

Hut  it's  a  trend  that  has  a  decided 
downside.  Outsourcing  is  a  hot  button 
with  unions,  as  cm  found  when  its  labor 
dispute  virtually  shut  down  its  North 
American  operations  (page  28).  The  pay- 
off from  outsourcing,  moreover,  some- 
times falls  far  short  of  expectations.  One 
study  found  the  average  savings  to  be 
around  9%,  though  consultants  often 
promise  gains  of  20%  to  40%.  Another 
hazard:  An  errant  supplier  can  delay  a 
key  product  launch  and  anger  cus- 
tomers. "You  rarely  hear  about  the  fail- 
ures of  these  contracts,  but  there  are 
many  of  them,"  says  John  L.  Wyatt, 
ceo  of  consultants  James  Martin  &  Co. 

Such  problems,  however,  have  done 
little  to  slow  the  rush  to  farm  out  work. 
Companies  are  parceling  out  everything 
from  mailroom  management  to  customer 


service,  from  pieces  of  human  resoiu 
departments  to  manufacturing  and 
tribution.  "We're  at  the  beginning  oi 
explosion,"  predicts  Scott  Hartz,  rr 
aging  partner  of  Price  Waterhouse's  < 
suiting  group.  "Many  of  the  firms  dc 
more  outsourcing  aren't  troubled  < 
porations  trying  to  save  a  nickel.  T 
are  often  the  corporate  leaders."  Ah 
86%  of  major  corporations  now  c 
source  at  least  some  services,  up  fi 
58%  in  1992  (chart),  according  to  a  ; 
by  consultants  A.  T.  Kearney,  wh 
surveyed  26  major  companies,  incl 
ing  American  Airlines,  DuPont,  Ex> 
Honda,  IBM,  and  Johnson  &  Johnson 
The  rush  to  outsource  has  create 
nascent  industry  with  annual  reven 
of  $100  billion.  Corporations  are 
sieged  by  firms  brandishing  seemir 
attractive  outsourcing  deals  and  pre 
lytizing  about  their  benefits.  A  tr; 
association,  the  Outsourcing  Institi 
was  launched  less  than  three  years  £ 
and  some  members  are  even  pron 
ing  the  notion  of  a  new  corporate  ti 
chief  resource  officer,  one  who  woi 
among  other  things,  monitor  relati 
ships  with  outside  vendors. 


Some  companies  are  locked  into  long-term  contracts  ¥ 
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rhe  hype  over  outsourcing's  benefits, 
vever,  disguises  numerous  problems, 
leral  Electric  Co.  stubbed  its  toe  last 
ir  when  the  introduction  of  a  new 
shing  machine  was  delayed  by  pro- 
:tion  problems  at  a  contractor  to 
om  it  had  farmed  out  key  work.  GE 
y  lost  three  weeks  as  a  result  of  the 
;ches,  but  it  could  have  been  worse, 
ithern  Pacific  Rail  Corp.  suffered 
ough  myriad  computer  breakdowns 
1  delays  after  outsourcing  its  internal 
nputer  network  to  ibm  in  1993. 
■Some  companies  have  found  them- 
ves  locked  into  long-term  contracts 
h  outside  suppliers  that  are  no  longer 
npetitive.  Indeed,  multimillion-dollar 
hnology-outsourcing  contracts  are  of- 
.  so  complex  that  companies  are  hiring 
isultants  at  fees  as  high  as  $700,000 
iply  to  evaluate  the  proposals. 
>me  companies  have  outsourced  so 
ch  staff  that  they  have  no  choice 
;  to  bring  in  consultants  to  eval- 
;e  and  renegotiate  deals  gone 
i,"  says  Eugene  A.  Procknow 
Deloitte  &  Touche. 
Critics  of  the  trend  worry,  too, 
it  outsourcing  could  lead  to  in- 


creasingly fragmented  work  cultures  in 
which  lower-paid  employees  simply  get 
the  work  done,  with  little  initiative  or 
enthusiasm.  "A  mercenary  may  shoot  a 
gun  the  same  as  a  soldier,  but  he  will 
not  create  a  revolution,  build  a  new  so- 
ciety, or  die  for  the  homeland,"  says  a 
Silicon  Valley  manager  who  objects  to 
his  company's  turning  to  contract  work- 
ers for  services. 

OLD  HABIT.  Dispatching  work  to  out- 
siders is  hardly  new.  Automatic  Data 
Processing  Inc.  began  taking  over  com- 
panies' payroll  functions  in  the  1950s. 
Electronic  Data  Systems  Corp.  began 
handling  computer  and  data  manage- 
ment for  clients  in  the  1960s.  Aramark 
Corp.  has  been  running  cafeterias  for 
companies,  colleges,  and  hospitals  since 
the  1960s. 

Today,  though,  providers  of  out- 
sourcing services  can't  seem  to  ex- 
pand fast  enough,  kpmg  Peat  Mar- 
wick    expects    its  outsourcing 
revenues  to  double  in  three  years, 
to  $500  million.  TeleTech  Holdings, 
which  handles  customer-service 
calls  for  such  companies  as  at&t, 
expects  to  employ  5,500  workers 


by  yearend,  up  from  3,000  today.  "We 
show  companies  how  to  turn  fixed  costs 
into  variable  costs,"  says  Kenneth  D. 
Tuchman,  ceo  of  TeleTech.  "That  is  very 
powerful  in  a  day  and  age  when  Wall 
Street  is  crucifying  companies  that  have 
too  many  employees." 

Relentless  cost-cutting  is  the  main 
force  behind  the  trend.  BellSouth  Corp., 
which  is  shedding  13,200  employees  over 
the  next  two  years,  expects  to  outsource 
about  $60  million  in  services,  gm's  out- 
side purchases  are  huge:  in  parts  mak- 
ing alone,  gm  buys  $10  billion  a  year  in 
components  from  outside  suppliers, 
many  of  whom  employ  low-wage, 
nonunion  workers.  Even  with  all  that 
work  farmed  out,  gm  is  at  a  disadvan- 
tage because  it  makes  about  70%  of  the 
content  of  its  vehicles  itself,  vs.  about 
50%  for  Ford  and  30%  for  Chrysler. 

Heads  usually  roll  at  companies  that 
farm  out  work,  and  survivors  often 
work  harder  for  less.  Consider  DuPont, 
which  signed  up  with  Forum  in  1993. 
Under  a  five-year,  $10  million  contract, 
Forum  began  administering  all  of  the 
company's  training  and  development  op- 
erations. Forum  immediately  shrank  the 


side  suppliers  H  that  are  no  longer  competitive 


BUSINESS  WEEK  /  APRIL  1,  1996  27 


News:  Analysis  &  Commentary 


department  from  70  employees  to  30. 
And  the  DuPont  workers  who  were 
transferred  to  Forum  "certainly  don't 
have  the  benefits  they  had,"  says  John 
M.  Harris,  president  and  CEO  of  Forarn. 

The  savings  from  outsourcing  can 
prove  illusory,  though.  Deloitte  &  Touche 
is  now  helping  renegotiate  a  $170  million 
contract  for  a  retail  client.  The  company 
got  a  one-time  20%  cost  savings  when  it 


signed  an  information-processing  deal 
five  years  ago,  but  technology  prices 
have  since  fallen  so  fast  that  the  retailer 
is  now  paying  far  more  than  it  would  to 
do  the  work  in-house.  "They  are  locked 
into  a  $36  million  pricing  gap  in  a  busi- 
ness where  the  margins  are  thin,  and 
they  need  every  nickel  to  survive,"  says 
Procknow  of  Deloitte  &  Touche.  "Some 
clients  are  now  at  the  mercy  of  out- 


sourcers  because  they  don't  even  h 
the  staff  to  manage  these  deals." 

But  few  expect  the  trend  to  s 
anytime  soon.  As  long  as  the  pressur 
on  to  reduce  costs,  companies  will  c 
tinue  to  turn  more  of  their  operati 
over  to  outsiders.  That's  good  news 
the  likes  of  Forum — but  not  necessa 
for  the  rest  of  Corporate  America. 
By  John  A.  Byrne  in  New  1 


CAN  HARRY  PEARCE  STARE  DOWN  THE  UAW? 


General  Motors  Vice-Chairman 
Harry  J.  Pearce  doesn't  flinch  in 
a  tight  situation.  He  showed 
that  last  summer  when  an  angry 
black  bear  threatened  to  maul  him 
and  his  buddies  on  their  annual  fish- 
ing trip  in  the  deep  woods  of  Cana- 
da. While  the  others  froze  in  fear, 
Pearce  coolly  picked  up  a  gun  and 
killed  the  beast.  "It  was  so  typical  of 
Harry,"  recalls  his  brother  Bill,  "one 
shot  and  that  bear  was  dead." 

One  tough  guy  to 
face  down  in  a 
fight.  The  United 
Auto  Workers  are 
learning  that  lesson 
right  now.  Pearce  is 
leading  General 
Motors  Corp.  in  the 
largest  labor  dis- 
pute to  hit  the 
No.  1  auto  maker  in 
26  years.  What  be- 
gan as  a  strike  at 
two  gm  brake 
plants  in  Dayton, 
Ohio,  on  Mar.  5,  ef- 
fectively shut  down 
the  auto  maker's 
North  American  car  business.  But 
Pearce  is  adamant  that  gm  won't 
back  down  precipitously  just  to 
shorten  a  costly  strike,  as  it  some- 
times has  in  the  past. 

The  tough  tactics  are  characteris- 
tic of  Pearce's  style,  notes  Morgan 
Stanley  &  Co.  analyst  Stephen  J. 
Girsky.  "gm  is  accelerating  the  big  is- 
sue that  was  going  to  come  up  this 
fall."  Indeed,  rather  than  wait  for 
Detroit's  traditional  fall  labor  negoti- 
when  the  uaw  typically  tar- 
one  company  for  a  potential 
Pearce  is  forcing  the  union  to 
ith  gm  on  the  issue  he  regards 
v:  outsourcing.  Pearce  believes 
'  survive,  gm  must  have  the 
pov     to  buy  parts  at  the  best 


prices,  either  from  its  own  plants  or 
by  outsourcing  the  work  to  suppliers. 
"It  is  critical  to  any  company's  long- 
term  viability,"  he  says. 

gm's  big  problem:  Its  own  parts 
workers  pull  down  up  to  $45  in 
hourly  wages  and  benefits,  far  more 
than  employees  at  many  outside  sup- 
pliers. Plus,  the  outsourcing  the  com- 
pany wants  to  do  at  Dayton  involves 
a  key  new  technology:  antilock 
brakes,  the  unit  price  of  which,  in- 


dustry sources  say,  has  dropped  to 
about  $200,  from  $700,  since  1991.  So, 
with  the  Dayton  strike  looming, 
Pearce  paid  a  visit  to  Richard  Shoe- 
maker, the  uaw's  top  gm  negotiator, 
at  the  union's  Detroit  headquarters. 
His  message,  says  another  top  gm 
executive:  The  company  would  not 
capitulate  on  the  outsourcing  issue. 
The  union  won't  comment. 
BROAD  powers.  Pearce  was  given 
the  job  of  taking  on  labor  by  gm 
Chairman  John  F.  Smith  Jr.  and  the 
company's  board.  A  source  close  to 
the  board  says  outside  directors 
were  upset  that  the  uaw  wouldn't 
agree  to  lower  wages  in  parts  plants 
in  the  1993  contract,  and  still  wants 
management  to  institute  such  cuts. 


Pearce,  53,  became  gm's  No.  2  execu- 
tive on  Jan.  1,  and  has  broad  powers 
to  involve  himself  in  important 
strategic  issues.  If  he  prevails  now, 
insiders  think  he  has  a  good  chance 
of  succeeding  Smith,  57,  as  chairman 
and  ceo. 

But  Pearce  is  playing  a  high-stakes 
game  of  chicken  with  the  uaw.  By 
March  20,  the  strike  had  already  cost 
gm  more  than  $500  million  in  lost 
profits,  analysts  estimate.  And  Steve 
Yokich,  who  won 
the  uaw's  top  job  i 
part  on  his  reputa- 
tion as  a  street 
fighter,  could  take 
vengeance  by  hit- 
ting gm  with  more 
crippling  strikes  if 
the  union  doesn't 
get  its  way  in  Day 
ton.  Pearce  also 
may  endanger  the 
cooperation  with 
the  union  which  th 
company  needs  in 
order  to  continue 
reducing  its  costs. 
Pearce,  a  formei 
North  Dakota  trial  lawyer  who 
joined  gm  in  1985,  has  bested  formi- 
dable foes  before.  In  a  highly  publi- 
cized 1993  press  conference,  for  in- 
stance, he  methodically  dismantled  a 
trumped-up  Dateline:  nbc  expose  on 
the  safety  of  gm's  pickup  tracks.  His 
powerful  performance — and  gm's 
whopping  defamation  suit — forced 
Dateline:  nbc  host  Jane  Pauley  to 
apologize  to  gm  on  air.  "Harry  can 
look  you  straight  in  the  eye  and  con- 
vince you  that  you  should  do  exactly 
what  he  says,"  says  Elmer  Johnson, 
the  former  gm  general  counsel  who 
originally  hired  Pearce.  All  of  which 
means  gm's  get-tough-with-labor 
stance  may  not  end  any  time  soon. 

By  Keith  Naughton  in  Detrot 


STEELY:  GM  is  set 

on  getting  parts 
where  it  wants, 
says  Pearce 
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COMMENTARY 


By  Howard  Gleckman 

THE  BUDGET:  IT'S  WHERE  YOU  CHOP  THAT  MATTERS 


Washington  pols 
have  faced  the 
fiercest  budget- 
busting  beast  in  their 
domain — and  blinked. 
Despite  election-year 
vows  to  end  the 
deficit,  it's  now  clear 
that  neither  the  Re- 
publicans nor  Presi- 
dent Clinton  have  the 
will  to  confront  the 
only  solution  that  will 
get  them  there:  curb- 
ing the  explosive 
growth  of  Medicare, 
Medicaid,  and  Social 
Security. 

The  President's  fis- 
cal 1997  budget,  re- 
leased on  Mar.  19, 
would  trim  the  growth 
of  Medicare  spending 
by  about  $124  billion 
over  seven  years.  But  that  is  little 
more  than  cosmetic  surgery  to  a  pro- 
gram that  would  cost  $1.8  trillion 
through  2002.  With  Election  Day 
looming,  Clinton  wants  to  have  it 
both  ways:  He'd  like  to  take  credit 
for  balancing  the  budget  while  ham- 
mering Republicans  for  "slashing"  a 
program  he's  too  timid  to  reform 
himself. 

These  days,  Republicans  aren't  do- 
ing much  better.  True,  they  tried  for 
a  year  to  enact  serious  changes  in 
Medicare  and  Medicaid.  But  bloodied 
by  Clinton's  charges  that  they  would 
gut  seniors'  benefits,  Republicans 
now  want  to  expand  entitlements.  In 
their  own  election-year  pandering, 
they  are  proposing  to  increase  bene- 
fits for  the  wealthiest  Social  Security 
recipients.  The  cost:  $1  billion  a  year. 
DANGERS.  This  collective  wimp-out 
will  have  major  consequences.  First, 
the  long-term  solvency  of  Social  Se- 
curity and  Medicare  remains  in  jeop- 
ardy, and  the  time  left  to  deal  with 
both  is  shrinking.  Second,  if  big  enti- 
tlement cuts  are  out,  all  the  pressure 
to  eliminate  the  deficit  will  fall  on 
the  rest  of  government. 

Balanced  budgets  in  both  the  Clin- 
ton and  gop  plans  come  largely  on 
the  back  of  "discretionary"  spend- 
ing— those  programs  that  are  subject 
to  annual  appropriations  from  Con- 
gress. While  domestic  discretionary 
spending  would  account  for  about 


17%  of  all  federal  outlays  in  2002,  it 
would  have  to  absorb  nearly  half  of 
all  budget  savings  under  the  Clinton 
plan  and  roughly  40%  under  the  gop 
alternative. 

Put  another  way,  under  the  Clin- 
ton budget,  overall  spending  in  2002 
would  be  about  $300  billion  higher 
than  it  was  last  year.  Yet  a  stagger- 
ing 82%  of  the  increase  would  come 
from  the  Big  Three — Social  Security, 
Medicare,  and  Medicaid.  In  2002, 
spending  on  the  three  would  be  50% 
higher  than  in  1995.  Outlays  for 
nearly  everything  else  the  govern- 
ment does,  from  national  defense  to 
national  parks,  would  be  held  at  1995 
levels.  After  inflation,  that  translates 
into  a  drop  of  more  than  20%  in  pur- 
chasing power. 

ENTITLEMENTS  UNLIMITED 

How  spending  is  divvied  up 
under  Clinton's  plan 


MEDICARE,  SOCIAL  SECURITY,  OTHER  ENTITLEMENTS 
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Over  the  next  year 
or  so,  Clinton  would 
increase  spending 
modestly  for  some  pet 
programs,  such  as  ed- 
ucation and  job  train- 
ing. But  as  the  deficit 
crunch  hits  in  later 
years,  Americans 
would  face  huge  cuts 
in  programs  they  take 
for  granted.  Aid  for 
construction  of  roads, 
bridges,  and  public 
transportation  would 
fall  by  11%  by  2002. 
Despite  Clinton 
rhetoric  about  the  fed- 
eral role  in  protecting 
the  environment  and 
natural  resources, 
overall  spending  for 
those  programs  would 
be  frozen  for  seven 
years.  Community  development 
funds  would  be  slashed  by  9%  next 
year  and  by  one-third  by  2002.  The 
Clinton  plan  would  be  a  Republican 
dream.  "We'd  cut  the  hell  out  of  do- 
mestic spending,"  says  Frank 
Shafroth,  chief  lobbyist  for  the  Na- 
tional League  of  Cities. 
JUST  WAITING.  But  that's  just  the  be- 
ginning. Because  most  of  the  "sav- 
ings" in  both  the  Clinton  and  gop 
proposals  won't  take  effect  until  2000 
and  beyond,  the  pols  don't  have  to 
say  precisely  where  future  slashing 
would  be  done.  The  sums  are  too  big 
to  come  from  trimming  waste,  fraud, 
and  abuse.  Instead,  whole  programs 
would  have  to  disappear — the  entire 
Energy  Dept.,  say,  or  export  assis- 
tance. "We  are  waiting  until  the  end 
for  the  tough  decisions,"  says  Sena- 
tor Paul  Simon  (D-Ill.). 

Washington's  dirty  little  secret  is 
that  neither  Democrats  nor  Republi- 
cans have  the  votes  to  make  these 
kinds  of  cuts  in  government  services. 
So  the  dismal  game  continues.  The 
pols  don't  have  the  courage  to  trim 
entitlements.  They  propose  to  slash 
other  spending — later.  And  while 
those  cuts  would  be  painful  for  many 
Americans,  they  wouldn't  balance  the 
budget.  What  will  give?  The  deficit, 
of  course. 

Gleckman  follows  the  budget  from 
Washington. 
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TOBACCO 


THE  SMELL 
OF  BLOOD' 

The  Liggett  settlement  is  triggering  a  legal  barrage 


Big  lawsuits  tend  to  be  ponderous, 
especially  if  they  involve  the  to- 
bacco industry.  But  antitobacco 
forces  have  been  in  a  frenzy  ever  since 
Mar.  13,  when  Liggett  Group  Inc.  be- 
came the  first  company  to  settle  law- 
suits alleging  that  cigarette  makers  con- 
cealed what  they  knew  about  the 
dangers  of  smoking.  Subpoenas  are  out 
to  former  industry  employees,  new  wit- 
nesses are  surfacing,  potential  plaintiffs 
have  stepped  forward,  and  prosecutors 
are  intensifying  their  criminal  inquiries. 
"There's  the  smell  of  blood  in  the  air," 
says  John  P.  Coale,  a  lawyer  represent- 
ing the  so-called  Castano  class  action,  a 
case  brought  on  behalf  of  all  addicted 
smokers  that  Liggett  settled. 

Cigarette  makers,  whose  once  united 
front  against  critics  has  been  destroyed 
by  Liggett's  gambit,  clearly  don't  see 
it  that  way.  "The  settlement  does  not 
represent  any  change  of  tactics  or  strat- 
egy on  the  part  of  the  companies,  nor 
do  we  plan  to  do  anything  but  vigor- 
ously defend  the  cases,"  says  Daniel  W. 
Donahue,  deputy  general  counsel  at  R.J. 
Reynolds  Tobacco  Co.  Some  go  so  far  as 
to  predict  that  the  settlement  will  ulti- 
mately fail — after  a  mandatory  court 
review.  Brown  &  Williamson  Tobacco 
Corp.  says  its  legal  strategy  is  un- 
changed by  recent  events,  and  Loril- 
lard  Tobacco  Co.  declines  all  comment. 
criminal?  Still,  the  pressure  against  the 
industry  is  intensifying.  On  Mar.  18,  the 
Food  &  Drug  Administration  released 
affidavits  from  three  former  Philip  Mor- 
ris employees — Ian  L.  Uydess,  Jerome 
K.  Rivers,  and  William  A.  Farone — stat- 
ing that  Philip  Moms  deliberately  ma- 


nipulates nicotine  levels  in 
its  cigarettes  to  assure 
smokers  a  nicotine  jolt. 
That  may  contradict 
testimony  by  tobacco 
executives.  Philip  Mor- 
ris and  its  bretliren  ad- 
mit they  sometimes  ad- 
just nicotine  levels — but 
they  say  it's  only  to  improve 
taste  and  maintain  product  quality.  "On 
the  assertions  of  monitoring  nicotine,  [the 
affidavits]  are  100%  absolutely  complete- 
ly false,"  says  a  Philip  Moms  spokesman. 

What  worries  many  ana- 
lysts is  the 
prospect  of 
criminal  liabili- 
ty for  the  indus- 
try and  its  exec- 
utives. Critics 
have  charged  for 
years  that  tobac- 
co companies  mis- 
led the  public  and 
concealed  what 
they  knew  about 
the  risks  associat- 
ed with  smoking. 
But  no  jury  has 
ever  sided  with  a 
plaintiff  on  such  claims.  "It's  not  as  if 
we've  been  hiding  the  fact  that  nico- 
tine is  part  of  the  smoking  experience," 
says  rjr's  Donahue.  "If  we  were,  we've 
done  a  damn  poor  job  of  it." 

A  criminal  indictment  or  conviction, 
however,  could  change  jurors'  minds.  In 
Washington,  the  Justice  Dept.  is  probing 
whether  tobacco  executives  committed 
perjury  in  1994,  when  they  testified  be- 


fore Congress  that  they  didn't  beli 
nicotine  was  addictive.  In  New 
leans,  in  a  case  focusing  on  alk 
tions  that  a  low-level  Browr 
Williamson  employee  was  invol 
in  a  plan  to  smuggle  cigarel 
into  Canada,  indictments  cc 
be  filed  "within  weeks,"  s 
Eddie  J.  Jordan  Jr.,  the  I 
Attorney  in  New  Orleans.  ' 
company  says  that  it  and 
senior  executives  are  not 
gets  of  the  probe.  Nonel 
less,  says  Gary  Black,  a 
bacco  analyst  at  Sanford 
Bernstein  &  Co.,  "if  you 
an  indictment  that  charge 
tobacco  company  witl 
criminal  act,  it  pois 
the  jury,  and  it  cc 
poison  judges." 
M  eanwhi 
three  ot 


"Every 
state 
attorney 
general  is 
grappling 
with...  the 
issue.  I  mean  all  50" 


grand  juries  are  also  looking  into 
Tobacco's  practices.  In  Manhattan, 
feds  are  investigating  the  companies 
securities  fraud.  Additional  federal 
quiries  are  under  way  in  Brooklyn,  N 
and  Alexandria,  Va.  And  investigati 
are  coming  on  all  fronts.  On  Mai1.  18,  1 
dess  and  Rivers  were  subpoenaed  by 


SMOKE  AND  FIRE 


Over  the  past  two  years,  regulators  and  defecting  industry  officials  have 
intensified  the  pressure  on  tobacco  companies  and  their  executwes 


APRIL,  1994  CEOs  of  seven  top 
tobacco  companies  swear  to  Congress 
that  they  don't  believe  cigarettes  are 
addictive  and  that  they  don't  manipu- 
late nicotine  in  cigarettes 


AUGUST,  1995  The  Food  &  Drug 
Administration  proposes  regulating 
cigarettes  as  a  drug  and  advocates 
strict  new  regulations  banning 
cigarette  sales  to  minors 


MAR.  13, 1996  Liggett  settles  a  ke 
1994  class  action  and  agrees  two 
days  later  to  settle  state  lawsuits, 
pledging  a  share  of  its  profits 
as  payment 


994  Mississippi  is  first  of 
six  states -to  file  a  lawsuit  seeking 
to  recover  the  costs  of  treating 
-related  illnesses 


NOVEMBER,  1995  Former  Brown 
Williamson  research  chief  Jeffrey 
Wigand  testifies  that  B&W 
manipulated  nicotine  levels 


MAR.  18, 1996  The  FDA  discloses 
affidavits  from  three  former  Philip 
Morris  employees  saying  that  the 
company  controls  nicotine  levels 
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;sissippi  Attorney  General  as  part  of 
t  state's  bid  to  recoup  money  spent  on 
aking-related  illnesses.  Uydess,  a  for- 
r  scientist,  and  Rivers,  a  cigarette 
nt  manager,  will  be  deposed  on  Apr*, 
and  24  in  Pascagoula. 
rhe  pair  could  well  be  joined  by  oth- 
.  In  the  past  week,  roughly  a  dozen 
ectors  from  several  companies  have 
ten  in  touch  with  various  states  and 
ir  lawyers  to  offer  information,  ac- 
ding  to  prosecutors  and  plaintiffs' 
yers.  For  instance,  on  Mar.  18,  a  for- 
r  tobacco  company  salesman  tele- 
med  Trey  Bobinger,  an  assistant  at- 
ney  general  in  Mississippi,  to  reveal 
at  he  knew  about  how  manufacturers 
trol  the  nicotine  levels  in  their  prod- 
s.  "People  are  now  voicing  concerns 
iut  things  about  which  they  have  per- 
lal  knowledge,"  says  Bobinger. 
4EGADE.  Tobacco  foes  are  hoping  cash 
1  prompt  other  defectors  to  speak 
,.  Action  on  Smoking  &  Health,  a 
isumer  group  in  Washington,  plans 
m  to  offer  a  $100,000  award  for  in- 
mation  leading  to  the  arrest  of  com- 
ly  executives  who  may  have  misled 
public  about  the  effects  of  smoking. 
Several  more  states,  including  Wash- 
ton  and  Texas,  are  now  deciding 
ether  to  join  the  fray.  "Every  state 
omey  general  is  grappling  with  what 
do  about  the  issue,"  says  James  E. 
rney,  a  former  attorney  general  in 
dne  who  works  with  antitobacco 
ryers  and  helps  coordinate  states'  an- 
)bacco  activities.  "I  mean  all  50." 
Plaintiffs  have  renegade  investor  Ben- 
it  S.  LeBow  to  thank  for  their  cur- 
it  good  fortune.  As  part  of  a  bid  to 
ce  a  merger  with  rjr's  tobacco  unit. 
Bow,  ceo  of  Brooke  Group,  which 
ns  Liggett,  cut  deals  with  class  action 
layers  and  states  on  Mar.  13  that 
uld  also  apply  to  any  company  that 
juired  Liggett.  On  Apr.  17,  rjr  share- 
ders  vote  on  a  LeBow  slate  of  di- 
:tors  for  rjr  Nabisco  Holdings  Corp. 
Some  shareholders  aren't  willing  to 
it.  On  Mai-.  19,  New  York  Comptroller 
Carl  McCall  announced  that  the  state's 
)  billion  pension  fund  would  make  no 
ther  investments  in  tobacco  stocks. 
re  need  to  limit  our  exposure,"  he  says, 
t  others  are  more  sanguine.  Donald 
Yacktman,  president  of  Yacktman  As- 
I  Management  Co.,  which  owns  700,000 
§  shares,  is  convinced  LeBow's  strate- 
will  fail.  And  he  believes  lawyers  and 
areholders  are  overreacting.  "This 
sms  to  be  the  normal  manic-depres- 
'e  reaction  to  an  event,"  says  Yackt- 
m.  Or  maybe  it's  just  a  new  kind  of 
:otine  rush — one  that  could  leave  to- 
cco  executives  in  a  pile  of  trouble. 
By  Linda  Himelstein  in  San  Fran- 
xo,  with  David  Greising  in  Atlanta, 
d  Lori  Bongiomo  in  New  York 


POLITICS 


THE  $25  MILLION 
QUESTION 

Exactly  how  is  Forbes  paying 
his  bills?  No  one  knows 

Where  did  Steve  Forbes  get  the 
$25  million  he  lent  to  his  failed 
Republican  Presidential  primary 
campaign?  And  exactly  how  much  is  he 
worth,  anyway?  We  may  never  know. 

Forbes  seems  to  prefer  it  that  way. 
By  closing  down  his  failed  campaign 
quickly,  he  may  avoid  fur- 
ther public  scrutiny  of  his 
holdings.  Forbes  has  decid- 
ed not  to  carry  the  personal  loan  on  his 
campaign  books  as  a  liability  to  him- 
self. Instead,  he  intends  to  convert  the 
loan  to  a  megadonation,  canceling  15 
planned  fund-raisers  and  forgoing  any 
hope  of  recouping  some  of  the  loss,  his 
campaign  says.  That  would  allow  Forbes 
to  balance  the  books,  dismantle  the  cam- 
paign accounting  machinery,  and  avoid 
filing  any  more  Federal  Election  Com- 
mission reports. 

As  an  active  campaigner,  Forbes 
would  be  facing  even  more  exposure. 
By  May  15,  he  would  be  required  to 
report  to  the  Office  of  Government 
Ethics  the  value  of  all  his  assets.  The 
report  also  might  have  revealed  any  as- 
set sales  made  to  raise  campaign  cash. 
By  dropping  out,  Forbes  won't  have  to 
file  the  ethics  report. 
RAIDING  THE  EGG.  Forbes,  editor-in-chief 
of  a  magazine  that  delights  in  detailing 
the  wealth  of  people  with  even  less 
money  than  himself,  won't  discuss  his 
net  worth  or  the  value  of  Forbes  Inc., 
which  he  controls  with  51%  of  the  vot- 
ing stock.  Forbes's  vast  wealth  is  al- 
most entirely  locked  up  in  the  stock  of 
the  company  founded  by  his  grandfa- 
ther. Rival  Fortune  estimates  the  com- 
pany's worth  at  $1.16  billion  and  Steve 
Forbes's  35%  share  at  $406  million. 


ELECTION  '96 


TRAIL'S  END:  Forbes's  fund-raising 
plans  have  been  scrapped 

Other  sources  indicate  that  Forbes 
couldn't  have  raised  the  $25  million  for 
the  campaign  without  touching  the  fam- 
ily nest  egg.  A  September,  1995,  cam- 
paign disclosure  filing  puts  Forbes's 
ownership  of  publicly  traded  stocks  and 
bonds  in  a  range  of  $2  million  to  $6  mil- 
lion. His  520-acre  estate  in  Bedminster, 
N.J.,  and  two  other  real  estate  hold- 
ings are  each  valued  at  "over  $1  mil- 
lion," the  highest  reporting  category  on 
the  disclosure  form.  Fortune  estimates 
the  total  value  of  his  real  estate  hold- 
ings at  $26  million,  but  the  report  also 
shows  that  the  properties  carry  mort- 
gages of  at  least  $1  million. 

So  unless  Forbes  had 
$25  million  in  cash  to  lend 
his  campaign,  he  was  prob- 
ably left  with  three  options:  mortgaging 
the  family  farm  to  the  hilt,  borrowing 
from  a  bank  using  Forbes  Inc.  stock  as 
collateral,  or  selling  Forbes  Inc.  stock  to 
one  of  his  four  siblings.  Any  loan — in- 
cluding one  from  a  family  member  or  a 
friend — would  be  subject  to  the  same 
$1,000  FEC  limit  governing  contributions. 
Only  a  financial  institution  could  have 
lent  Forbes  the  $25  million,  but  only 
then  with  adequate  collateral.  The  loan 
amount  would  have  to  appear  on 
Forbes's  monthly  fec  report.  Sale  of 
the  stock  to  a  sibling  wouldn't  need  to 
be  reported. 

Most  political  experts  agree  that 
Forbes  probably  couldn't  recoup  his  out- 
of-pocket  cash  even  if  he  had  tried. 
"Forbes  would  simply  not  be  able  to 
raise  that  kind  of  money  now  that  he 
has  dropped  out,"  says  Joshua  Goldstein 
of  the  Center  for  Responsive  Politics,  a 
campaign-finance  watchdog. 

Forbes's  campaign  manager,  William 
Dal  Col,  says  that  so  far  the  former 
candidate  hasn't  told  even  him  where 
the  $25  million  came  from  for  the  bal- 
loons, tv  ads,  bumper  stickers,  and  the 
campaign  bus.  Unless  Steve  Forbes  de- 
cides to  tell,  no  one  else  will  likely 
ever  know. 

By  Paul  Magnusson  in  Washington 
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JUSTICE 


REVOLT  AT 

THE  DELI  COUNTER 

A  sex  discrimination  suit  against  Publix  may  galvanize  unions 


Carol  L.  Atkins  knows  what  it's  like 
to  be  on  the  slow  track.  In  1981, 
the  32-year-old  Gainesville  (Fla.) 
resident  landed  a  job  as  a  cashier  at 
Publix  Supermarkets  Inc.,  a  fast-grow- 
ing chain  based  in  Lakeland,  Fla.  Eight 
years  later,  she  was  promoted  to  gro- 
cery stocker,  normally  the  first  step  to- 
ward a  higher-paying  job  in  manage- 
ment. Despite  a  spotless  employment 
record,  however,  Atkins  remained  stuck 
in  the  same  job  while  men  were  pro- 
moted ahead  of  her.  The  breaking  point 
came  last  year,  when  Publix  opened  two 
new  stores  in  Gainesville  and  a  man 
with  less  than  three  years  on  the  job 
leapfrogged  into  a  new  managerial  slot. 
"I  believe  I  would  have  been  promoted 
if  I  was  a  man,"  says  Atkins. 

Fed  up,  Atkins  and  11  other  women 
slapped  Publix  with  a  sex  discrimina- 
tion suit  last  July  that  was  joined  by 
the  Equal  Employment  Opportunity 
'  'commission.  And  on  Mar.  12,  a  federal 
irt  designated  the  case  a  class  action 
■half  of  more  than  100,000  current 
,-mer  female  employees  of  Pub- 
ting  it  the  largest  sex  discrimi- 
nation case  in  U.S.  history.  The  central 
hat  Publix  hires  women  into 
;.  low-wage  jobs  and  blocks 
i  the  stock  and  clerk  positions 
iid  put  them  on  a  management 


track.  Publix  denies  that  it  discrimi- 
nates, arguing  that  most  female  em- 
ployees choose  not  to  take  career-track 
jobs  in  part  because  of  the  long  hours. 

The  significance  of  the  case  extends 
well  beyond  Publix.  Such  suits  are  key 
to  efforts  by  the  United  Food  &  Com- 
mercial Workers  to  maintain  pay  levels 
throughout  the  supermarket  industry 
and  to  organize  nonunion  chains  such 
as  Publix.  Already,  the  union  has  won 
big  victories  against  unionized  super- 
market chains  such  as  Lucky  Stores 
Inc.  and  Albertson's  Inc.  Lucky  paid 
out  $107  million  in  1992  after  a  court 
ruled  that  it  had  discriminated  against 
14,000  women.  In  1994, 
Albertson's  settled 
sexual  and  racial  dis- 
crimination charges  by 
agreeing  to  pay  $29 
million  to  26,000 
women  and  Hispanics. 
Now,  with  Publix,  the 
UFCW  is  breaking  into 
nonunionized  territory. 
"This  is  a  major  issue 
that  will  roll  through 


Women  Shop, 
Men  Get  to  the  Top 


Plaintiff's  calculations  of  man- 
agement positions  held  by 
women  at  Publix  Supermarkets 


says  Greg  Denier,  a- 
UFCW  official  in  charge 
of  the  Publix  organiz- 
ing campaign. 


Managerial 
position 

Percent 
female 

Maximum 
weekly  pay 

STORE  MANAGER 

2% 

$820 

MEAT  DEPT. 

1% 

640 

PRODUCE  DEPT. 

2% 

590 

BAKERY 

20% 

630 

DELI 

90% 

600 

A  PUBLIX  IN  MIAMI:  Were  women 
repeatedly  passed  over? 

There's  no  question  that  Publix  1 
some  explaining  to  do.  Women  h 
close  to  40%  of  all  super-market  m 
agement  positions  nationwide  but  o 
21%  of  Publix  ones,  according  to  El 
and  Census  Bureau  statistics  cited 
the  Publix  plaintiffs.  The  chain  typic; 
hires  men  into  the  clerk  and  stock  j< 
that  often  lead  to  management,  wl 
only  12%  of  women  get  such  pri 
spots.  The  few  women  who  do  makt 
into  management  wind  up  in  the  d 
which  is  90%  female  and  doesn't  h 
up  the  ladder.  The  result:  Full-time  m 
employees  in  Publix'  retail  stores  ean 
an  average  of  35%  more  than  full-ti 
females  in  1994,  according  to  compj 
records  submitted  in  court. 
COUNTEROFFENSIVE.  Publix  doesn't  ( 
pute  the  statistics,  but  it  does  disag 
with  the  plaintiffs'  interpretation 
them.  R.  Lawrence  Ashe,  Jr.,  a  pg 
ner  at  Atlanta's  Paul,  Hastings,  Janof: 
&  Walker  and  Publix'  lead  lawyer 
the  case,  says  that  men  are  15  tin 
more  likely  to  have  prior  experience 
stock  or  clerk  jobs  before  joining  Pub 
And,  he  says,  women  choose  dead-e 
jobs  because  the  hours  are  better  i 
they  don't  require  relocation.  "Put 
doesn't  tell  anyone  they  can  miss 
night  shift  to  stay  home  with  th 
kids,"  says  Ashe. 

Publix  also  is  staging  a  counteroff 
sive  to  the  ufcw's  organizing  effoi 
Company  lawyers  have  fanned  i 
across  the  company  and  obtained  a 
davits  from  more  than  6,000  female  c 
ployees  stating  that  they  do  not  f 
discriminated  against  at  Publix. 

Atkins  and  her  colleagues  aren't  c 
vinced.  They  note  that  Ashe  says  the 
fidavits  from  employees  were  obtaii 
when  lawyers  entered  stores  to  int 
view  employees.  And  they  say  Put 
could  make  career-track  positions  m< 
desirable  to  women 
The  suit  means  t. 
Publix  faces  potem 
liabilities  that  could 
tal  hundreds  of  n 
lions  of  dollars.  Anr 
gives  the  ufcw 
emotional  issue  tl 
could  help  it  attr; 
thousands  of  n 
members.  If  the  un 
scores  big,  a  whole 


DATA;  COURT  FILINGS 


deli  counter  may  ge 
good  shaking  up. 
By  Nicole  Har 
in  Atlai 
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Load  your  originals  once  and  walk  away.  The  new  Mita'"  DC-8090  makes  up  to  999  stapled,  punched,  finished 
document  sets,  all  by  itself.  It's  simply  the  most  capable,  automatic  copier  ever  created.  Call  l-SOO-ABC-MfTA. 


mm 


n 


■ 


mm 


'  1446  Mtta  Copystar  Amenta.  Inc 


he  new  Mita  DC-8090  has  the  technology 

to  manage  complicated  copying  jobs 
from  start  to  finish-it's  fully  automatic. 
Sunsets  should  be  watched,  not  copiers. 


Automatic  copying!  77^1  perfected  it. 


COMMENTARY 


By  Keith  H.  Hammonds 


O.K.,  BASEBALL,  YOU'VE  GOT  ONE  LAST  CHANCE 


I am  pleased  to  announce 
that  on  Mar.  31,  Opening 
Day,  I  will  suspend  my 
boycott  of  Major  League 
Baseball. 

Surprised?  This  time  last 
year,  I  was  the  bitter  mal- 
content, betrayed  by  the 
guys  in  pinstripes.  In  the 
course  of  a  players'  strike 
and  owners'  lockout,  baseball 
had  sacrificed  its  1994  World 
Series,  then  put  off  by  three 
weeks  the  start  of  the  '95 
season.  What  greed!  What 
arrogance!  I  was  outta  there: 
No  more  national  pastime, 
live  or  televised,  for  this  dis- 
affected fan. 

The  thing  is,  though,  I 
cherish  the  spoil.  I  love 
baseball's  democratic  sensi- 
bilities, its  quiet  order,  its 
sense  of  history.  I  miss  the 
astonishing  explosion  of  per- 
fect green  that  hits  me  when 
I  enter  a  stadium. 

I  also  have  a  son.  And 
now  that  Conor  is  old 
enough  to  say  "ball,"  and  to 
throw  one  (good  velocity,  no 
consistency),  I'm  feeling  fa- 
therly urges  to  show  him  the 
ways  of  the  diamond.  I  want  to  sit 
with  him  in  the  bleachers,  downing 
hot  dogs  and  surveying  the  vastness 
of  center  field.  Call  me  spineless, 
but  I'm  going  back.  We  are. 

Some  will  ask,  "Who  cares?"  Well, 
the  New  York  Yankees  do.  "Con- 
gratulations!" exclaimed  Rick 
Cerone,  erstwhile  catcher  and  now 
spokesman  for  the  team  of  my 
youth,  upon  hearing  of  my  change  of 
heart.  "I'm  sure  you're  not  alone,"  a 
league  spokesman  said. 
MODEST  PROPOSALS.  They  had  bet- 
ter hope  so.  Attendance  was  off  20% 
in  1995,  and  league  revenues  were 
22%  below  those  of  1993.  Now,  with 
season  ticket  sales  for  this  year  up 
just  6.5%,  owners  and  players  are 
being  "carefui  not  to  do  anything 
wrong,"  says  Stephen  Greenberg,  a 
:  irmer  deputy  baseball  commission- 
er  who  runs  cable's  Classic  Sports 
ork.  "Everyone  realizes  the 
needs  to  be  back  on  track." 


If  the  players  walk,  I  walk. 
So  does  Conor.  This  condition 
is  not  negotiable. 

PLAY  BALL:  THE  AUTHOR  AND  HIS  SON 
WARM  UP  PRIOR  TO  OPENING  DAY 


Still,  baseball  has  demonstrated 
an  uncanny  knack  of  late  for  screw- 
ing up.  We  fans  don't  trust  the  own- 
ers or  the  stars.  An  owner-commis- 
sioned survey  by  Penn  &  Schoen 
Associates  Inc.  in  February  found 
that  one-third  of  fans  intend  to  fol- 
low baseball  more  closely  this  sea- 
son than  last — but  more  than  a 
third  feel  the  sport  isn't  very  com- 
mitted to  them. 

Count  me  in  both  groups.  But  my 
boycott  suspension  is  tied  to  a  few 
demands. 

First:  No  more  lost  games.  As 
owners  and  players  try  once  more 
to  settle  on  a  labor  contract,  the 
buzz  says  a  2.5%  payroll  tax  is  on 
the  table.  The  proceeds  would  be 
shared  by  the  teams  to  provide  fi- 
nancial stability  to  small-market 
clubs.  This  would  yield  in  1997  to  a 
25%  "luxury  tax"  on  team  payrolls 
above  some  threshold.  If  talks  break 
down,  though,  a  salary  cap  plan 


could  resurface.  And  the 
union  hates  the  salary  cap. 
"If  the  cap  happens,  I  can  al 
most  guarantee  that  come 
July  4,  the  players  will  walk, 
says  Brookings  Institution 
economist  Henry  J.  Aaron. 
Translation:  a  strike. 

If  the  players  walk,  I  wall 
So  does  Conor.  We  don't 
come  back.  This  condition  is 
not  negotiable. 
STOP  BEING  JERKS.  Demand 
Two:  Focus  on  the  sport.  It 
doesn't  bother  me  that  base- 
ball team  owners  make  a 
mint  on  TV  contracts,  or  that 
Bernard  Giikey,  whoever  he 
is,  will  take  home  $2.78  mil- 
lion for  roaming  the  Mets' 
outfield  this  season.  Why  not 
if  the  fans  are  willing  to  foot 
the  bill?  I  just  don't  want  to 
hear  about  it.  I  want  to  read 
about  the  game-winning 
homer,  whether  the  slider 
hung,  and  how  many  rows 
back  the  ball  went — but  not 
how  much  the  slam  added  to 
someone's  bonus.  Who  asked 
sports  reporters  to  play  busi 
ness  journalist,  anyway? 
Finally,  stop  acting  like 
jerks.  John  Thorn,  the  editor  of 
Total  Baseball,  a  statistical  com- 
pendium, observes  that  Americans 
have  been  lamenting  the  moral  de- 
cline of  baseball  for  more  than  a 
century.  Who  wants  their  kids 
watching  drug  users,  wife-beaters, 
and  ill-tempered  prima  donnas?  Wh 
put  up  with  owners  who  blackmail 
cities  for  new  stadiums?  Conor 
doesn't  need  that. 

Honestly,  I  don't  hold  out  much 
hope  that  Major  League  Baseball 
can  meet  these  conditions.  If  it 
doesn't,  though,  there's  a  very  nice 
minor  league  team  near  us  called 
the  Hudson  Valley  Renegades.  I 
don't  know  the  players'  names,  and 
their  games  don't  make  the  high- 
light films.  But  they  don't  strike. 
The  hot  dogs  are  fine,  and  the  field 
is  intensely  green.  I  think  Conor 
will  love  it. 

Hammoruls  writes  on  social  issuet 
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funds  that  offer  performance 
quality,  and  consistency. 


Morningstar  risk-adjusted  performance 
ratings  for  the  periods  ended  1/31/96* 


In  over  55  years  of  managing 
investments,  we've  tried  to  do  what's 
best  for  our  clients.  To  us  that  means 
recognizing  not  only  the  importance 
of  returns  but  also  of  risk. 

We're  pleased  that  our  efforts 
have  resulted  in  the  Morningstar 
ratings  shown  here.  In  large  measure, 
these  ratings  reflect  the  thorough, 
fundamental  stock  analysis  that  backs 
every  equity  fund  at  T.  Rowe  Price, 
through  every  market  environment, 
regardless  of  the  fund's  objectives  or 
management  style. 

It's  also  a  reflection  of  the  exper- 
tise our  managers  bring  to  each  of  our 
funds.  In  fact,  Morningstar  recently 
recognized  one  of  them  as  the  1995 
Manager  of  the  Year  for  domestic 
stock  funds.** 

To  learn  more,  call  today  for  a 
free  report  on  any  of  our  domestic 
stock  funds.  As  with  any  stock  fund, 
there  will  be  price  fluctuation.  The  funds  were  rated  among  1,412;  948;  and  5 10  equity  funds 
for  the  3-,  5-,  and  10-year  periods  ended  1  /31  /96,  respectively.  The  minimum  investment  is 
$2,500  per  fund  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a 
free  report  and  prospectus 

1-800-541-6619 


Fund 

Overall 

3yr 

5yr 

10  yr 

Balanced 

★★★★ 

★  ★★★ 

★★★★ 

★★★★ 

Capital  Appreciation 

★★★★★ 

★★** 

Dividend  Growth 

*★★*★ 

★  ★★★★ 

Equity  Income 

★★★★★ 

*★★★★ 

★  ★★★★ 

Equity  Index 

★★★★ 

★★*★ 

★★★★ 

Growth  &  Income 

★*★★ 

★★★★ 

★★★★ 

★  ★★ 

Growth  Stock 

★★★★ 

★★★★ 

★★*★ 

★★★ 

Mid-Cap  Growth 

★★★★★ 

★★★★★ 

New  America  Growth 

★★★★ 

★  ★★★ 

★★★★ 

★  ★★ 

New  Era 

★★★ 

★  **★ 

★  ★★ 

★  ★★ 

New  Horizons 

★★★★ 

★★★★★ 

★  ★★★★ 

★★★ 

0TC 

★★★ 

★  ★★★ 

★★★★ 

Science  &  Technology 

★  ★★★★ 

★★★★★ 

★  ★★★★ 

Small-Cap  Valuet 

★  ★★★★ 

★  ★★★ 

★  ★★★★ 

Spectrum  Growth 

★  ★★★ 

★★*★* 

★★★★ 

The  following  funds  have  performance  records 
of  less  than  3  years  and  therefore  are  not  rated. 

Blue  Chip  Growth  •  Capital  Opportunity  •  Health  Sciences 
Personal  Strategy  Balanced  •  Personal  Strategy  Growth  •  Value 


Invest  With  Confidence 

T.RoweRice 


orningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  1/31/96.  These  ratings  may  change  monthly  Ratings  are  calculated  from  the  funds'  3-,  5-,  and  lo- 
ir average  annual  returns  in  excess  of  90-day  Treasury  hill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill 
urns.  Ten  percent  of  the  funds  in  an  investment  category  receive  5  stars,  the  next  22.5%  receive  4.  the  next  35%  receive  3,  and  the  next  22.5%  receive  2.  Past  performance  cannot  guar- 
ee  future  results.  **  1/10/90,  Morningstar  Mutual  Funds.  tEffective  3/1/96,  the  fund  was  closed  indefinitely  to  new  investors.  Request  a  prospectus  with  more  complete  information, 
luding  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  DEQO30633 


News:  Analysis  &  Commentary 


THE  INTERNET 


A  WORLD  WIDE  WEB  FOR 
TOUT LE  MONDE 

The  English-only  signs  on  the  I-way  are  slowly  coming  down 


■  t's  lunchtime  at  the  High  Tech  Cafe, 
I  perched  above  the  lively  Montpar- 
I  nasse  quarter  of  Paris.  Georges  Mar- 
tin, a  cabbie,  and  a  half-dozen  others 
are  poring  over  personal  computers  and 
Internet  connections.  Martin  was  in- 
trigued by  the  home  page  of  a  taxi  ser- 
vice in  Vermont.  "You  can  find  French 
services,  but  with  difficulty,"  says  Mar- 
tin. "But  when  you  look  to  English, 
whew — the  sources  are  infinite." 

It's  little  wonder  non-English  speakers 
have  trouble  cruising  the  Net.  Perhaps 
80%  of  Internet  sites 
today  are  located  in 
English-speaking 
countries  (table).  But 
as  the  Internet  goes 
global,  pressure  is 
building  to  take  down 
the  "English-only" 
signs.  In  fact,  tech- 
nology is  rapidly 
evolving  that  will  let 
people  Net-surf  in 
their  native  tongues. 
In  Europe,  for  in- 
stance, "the  Internet 
has  been  a  bit  slow 
to  develop  because 
the  perception  is  that 
there's  too  much  con- 
tent in  English,"  says 
James  Lewis,  presi- 
dent of  Globalink  Inc., 
a  Fairfax,  Va.,  trans- 
lation program  company.      LE  CYBER  CAFE: 


example,  a  wave  of  new  programs  will 
automatically  translate  E-mail  and  Web 
pages  from  one  language  to  another. 
"The  Internet  is  the  application  that 
machine  translation  has  been  waiting 
for,"  says  Glenn  Akers,  president  of 
Language  Engineering  Corp.,  a  Belmont 
(Mass.)  company  that  is  developing  a 
product  to  translate  English  Web  pages 
into  Japanese.  Globalink  is  about  to  mar- 
ket a  new  Netscape  add-on  that  does 
the  same  for  German,  French,  and 
Spanish.  Although  not  perfect,  the 


Still,  the  explosive  The  lingua  franca  is 
growth  of  the  Internet  has  English — even  in  Paris 
made  knowledge  of  En- 
glish — already  the  language  of  interna- 
tional business  and  science — an  even 
more  valuable  commodity.  In  Brazil,  for 
instance,  demand  for  English  classes  took 
off  about  four  years  ago  and  has  intensi- 
fied over  the  past  year  because  of  the 
popularity  of  the  Internet,  says  Lorna 
Burleigh,  regional  director  of  the  Sao 
Paulo  area  for  Yazigi  language  schools, 
which  enroll  110,000  students  in  Brazil. 
"Many  people  who  speak  English  well 
now  want  to  improve  their  wilting  skills 
to  communicate  better  on  the  Internet," 
says  Burleigh. 

Ye  'he  alternatives  to  English  on 
the  h    met  are  increasing  apace.  For 


translations  will  enable  peo- 
ple who  aren't  fluent  in 
English  to  navigate  the  In- 
"  ternet.  One  reason  for  such 
developments:  The  English-speaking 
elite  in  many  countries  often  is  not  large 
enough  to  make  English-only  online  ser- 
vices profitable.  "The  Net  can  only 
achieve  a  certain  level  of  penetration 
into  non- American  cultures  if  it  remains 
a  dominant-English  platform,"  notes  Ted 
Julian,  research  manager  for  Internet 
commerce  at  International  Data  Corp. 
BRAZIL  ONLINE.  Web  surfers  in  France 
now  have  access  to  a  new  online  search 
engine  called  Ecila,  which  lists  all  Web 
sites  created  in  France  and  that  are 
about  France,  70%  of  which  are  in 
French.  The  French-language  online  ser- 
vice Infonie  will  soon  be  branching  out  to 


Belgium  and  Quebec,  with  plans  to 
pand  to  the  U.  S.  as  well.  "We  will  oj 
the  service  up  everywhere  there  ii 
French  population  of  200,000  or  moi 
says  Bruno  Bonnell,  ceo  of  Lyon-bai 
Infogrames  Entertainment,  which  n 
Infonie. 

English  isn't  about  to  squeeze  i 
Portuguese  in  Brazil,  either.  Sao  Pau 
Abril  media  group  is  planning  a  cc 
mercial  online  service  in  Portugue 
modeled  after  those  in  the  U.  S.,  wh 
will  make  its  debut  in  April.  "Engl 
will  continue  to  be  important  on  the 
ternet  here,  but  it  won't  be  the  o 
thing,"  says  Zeke  Wimert,  an  Am< 
can  expatriate  and  president  of  L 
tools  do  Brasil,  a  Sao  Paulo-based  s< 
ware  consultant. 

Japan,  which  is  lagging  behind  1 
U.  S.  in  online  usage,  also  is  resist 
the  English  takeover.  Students  th< 
study  eight  years  of  English,  but  m; 

On  Ne  Surf  Pas  Le  Ne< 
Ohne  Englisch 

Where  Internet  host  computers  ar 
located 


U.S. 


64.0% 


OTHER  ENGLISH-SPEAKING 

COUNTRIES 

12.7 

WESTERN  EUROPE* 

16.9 

ASIA** 

4.0 

EASTERN  EUROPE 

0.9 

AFRICA/MIDDLE  EAST 

0.9 

CENTRAL  AND  SOUTH  AMERICA 

0.6 

*  Except  Britain  and  Ireland 
**  Except  Australia  and  New  Zealand 

DATA:  NETWORK  WIZARDS,  BUSINESS  WEEK 


Japanese  now  argue  that  personal  cc 
puters  and  software  are  advanc 
enough  to  easily  run  good  kanji-ch 
acter  programs.  "Japan  is  fighting  i 
concept  of  English  [language  doi 
nance],"  says  Tony  Laszlo,  a  lecturer 
Tokyo's  Wako  University. 

All  this  activity  worries  those  m 
believe  that  an  English-dominated 
ternet  is  the  route  to  a  world  unil 
by  a  single  language  and  instantane( 
communications.  But  in  reality,  an  I 
glish-only  system  will  discourage  u 
Only  the  addition  of  other  languages 
the  Internet  will  enable  it  to  truly  1 
come  a  global  network. 

By  Michael  J.  Mandel  in  New  Yo 
with  Edith  Hill  Updike  in  Tokyo,  1 
Katz  in  Sao  Paulo,  and  Marsha  Jol 
ston  in  Paris 
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In  technology,  there's  a  fine  line 
between  news  and  history. 


COMPUTER  X 
Where  things  are  ▲ 


This  is  news. 


,cent'a  J 


t's  face  it.  Everybody's  worried  that  by  the  time  they  get  a  new  computer,  it's  already  old.  That's  why 
s're  bringing  you  the  latest  technology  sooner,  so  you  can  use  it  longer.  Namely,  Intel's  hot-off-the- 
ess  1 33  MHz  Pentium8  processor,  now  in  two  powerful  AST"  notebooks.  The  Ascentia™  P  Series  is 
eked  with  slick  features  like  our  SmartBay™,  which  houses  a  removable  high-speed  CD-ROM  drive 
at  you  can  swap  with  an  extra  battery  or  floppy  drive.  The  Ascentia  J  Series  is  just  as  newsworthy, 
t  more  affordable.  Among  other  things,  it  boasts  built-in  1 6-bit  audio,  integrated  modem,  and  a  Lithium 
i  battery.  And  of  course,  they  both  offer  the  latest  processor.  So  call  800-876-4AST  for  a  reseller  near 
u.  Or  check  the  net  at:  http://www.ast.com.  After  all,  you  deserve  a  notebook  with  a  future. 

centia  P  03  MHz  Pentium  processor,  8  MB  RAM  standard,  1.2  GB  harddme,  11.3"  (diagonal)  SuperVGA  TFT  screen.  Lithium  foil  tatery,  SmartBay  modular  4X  CD-ROM  and  floppy  drive. 
centia  J  133  MHz  Pentium  processor,  8  MB  RAM  standard,  SOO  MB  hard  drive,  10.4"  (diagonal)  Super  VGA  TFT  screen,  16-bit  audio,  Lithium  Ion  battery,  integrated  modem. 

)96  AST  Research  Inc   AST  is  a  registered  trademark  or  AST  Research  Inc  AST  Computer  the  AST  loqo    Where  Th.nqs  Are  Happening-   SmartBay  and  / 


News:  Analysis  &  Commentary 


DEALS 


ABRACADABRA 
AT  TENNECO 

Close  your  eyes,  and 

it'll  no  longer  be  in  energy 

Tenneco  Chief  Executive  Dana  G. 
Mead  made  a  name  for  himself  as 
spin-off  and  cost-cutting  master. 
Now,  at  60,  he's  pondering  the  boldest 
move  of  his  career.  On  Mar.  20,  the 
Houston  company's  board  gave  Mead 
the  go-ahead  to  plan  the  spin-off  or  sale 
of  two  of  its  four  divisions — accounting 
for  42%  of  its  $9  billion  in  revenues. 

What's  surprising  is  that  Tenneco  En- 
ergy— the  core  gas  pipeline  business 
Tenneco  Inc.  was  built  around — may  hit 
the  block,  through  either  a  spin-off  to 
shareholders  or  perhaps  an  outright 
sale.  Since  Jan.  30,  Mead  has  also  been 
readying  the  spin-off  of  Newport  News 
Shipbuilding,  a  major  tanker  and  air- 
craft-carrier builder.  The  two  deals 
would  pull  in  up  to  $2  billion  from  one- 
time dividend  payments  and  help  lower 
Tenneco's  $3.7  billion  in  long-term  debt. 


f. 


Going  ahead  with  both  moves  would 
give  Mead,  who  became  ceo  in  1994, 
the  cash  to  further  build  up  the  compa- 
ny's packaging  and  auto-parts  business- 
es, perhaps  through  acquisitions.  By  di- 
vesting both  units  soon,  he  hopes  to 
take  advantage  of  high  valuations  for 
defense  and  natural-gas  pipeline  stocks. 
Insiders  say  neither  unit  is  meeting  an- 
nual earnings  growth  targets  of  15%. 

Some  analysts  think  an  outright  sale 
of  Tenneco  Energy  could  raise  $3.5  bil- 
lion. Its  biggest  asset  is  a  pipeline  be- 
tween the  Gulf  Coast  and  New  England, 


ENCORE?  Mead  hopes  to  replica 
his  success  with  Case  Equipme 
in  a  spate  of  new  spin-offs 

but  it  also  has  regional  pipelin 
Says  Tom  Matthews,  president 
Texaco  Natural  Gas  Co.:  "There  ; 
pieces  of  that  business  we  would 
extremely  interested  in." 
LEGAL  BAGGAGE,  Still,  a  fast  S 
isn't  guaranteed.  The  big  hurc 
lawsuits  with  two  natural-gas  p 
ducers  claiming  Tenneco  owes  th 
$1.5  billion  under  high-priced  sup 
contracts.  The  suits  have  hurt  T 
neco's  ability  to  reach  agreem* 
with  current  customers  to  repl; 
contracts  expiring  by  2000. 
Since  Mead,  a  former  Intematio 
Paper  executive,  joined  Tenneco  in  19 
he  has  been  reversing  a  trend  tows 
diversification  begun  in  the  1960s.  1 
first  task  as  chief  operating  officer  v 
prepping  the  conglomerate's  Case  Co 
division  for  a  spin-off  by  slashing  co 
and  improving  the  quality  of  its  fa 
equipment.  Mead  squeezed  $2.1  bill 
from  the  unit  in  four  stock  sales,  1 
final  on  Mar.  15.  Now,  he's  hoping  t] 
his  skills  as  a  corporate  slim-down  art 
won't  fail  him  at  his  biggest  moment 
By  Gary  McWilliams  in  Houst 


EXECUTIVE  SUITE 

BACARDIS 
NEW  CAPTAIN 

The  family-owned  distiller 
puts  an  outsider  at  the  helm 

When  Bacardi  Ltd.  officials  intro- 
duced George  B.  "Chip"  Reid  Jr. 
to  the  workers  at  its  Puerto  Rico 
distillery  on  Mar.  13  as  the  next  chief 
executive,  the  lawyer  had  a  confession 
to  make:  He  doesn't  speak  Spanish.  But 
Reid,  who  will  become  Bacardi's  execu- 
tive vice-president  on  Apr.  1  and  take 
over  as  president  and  ceo  in  March, 
1997,  is  undaunted:  "I've  sent 
away  for  the  Berlitz  foreign-lan- 
guage tapes,"  he  says. 

Not  only  is  Reid  linguistically 
challenged,  he's  not,  even  family. 
The  rum  company,  founded  in 
1862  in  Cuba  by  a  Spaniard,  Don 
Facundo  Bacardi,  and  m  a-  head- 
quartered in  Bermuda,  is  con- 
trolled by  Facundo's  descendants. 
That  this  insular  company  wouid 
tap  a  cigai  -chomping  gringo  from 
Washington  shows  just  how  far 


it's  willing  to  go  to  achieve  success  in  a 
stagnant  market. 

But  Reid,  47,  is  no  stranger  to  Bacar- 
di. As  a  partner  at  Covington  &  Burl- 
ing, he  brokered  a  peace  accord  among 
waning  family  factions  in  the  1980s.  He 
also  helped  execute  a  $2  billion  pur- 
chase of  Italy's  Martini  &  Rossi  in  1993. 
All  sides  in  the  clan  see  Reid  as  neutral. 
"Chip  Reid  had  the  advantage  of  being 
an  outsider  and  an  insider,"  says  retiring 
ceo  Manuel  Jorge  Cutillas,  65,  a  great- 
great-grandson  of  the  founder. 
LEMON-FLAVORED  RUM.  This  support  will 
come  in  handy.  Bacardi's  profits,  $250 
million  on  sales  of  $2.5  billion,  were  flat 
in  1995.  And  Bacardi  Rum  still  contrib- 
uted 32%  of  revenues.  "You  can't  let 
your  core  business  decline  without  doing 
anything,"  says  Frank  Walter,  a  senior 


vice-president  at  New  York  researcl 
Shanken  Communications.  "Bacardi  1 
to  become  much  more  aggressiv 
Reid's  goal:  to  boost  sales  by  20%,  to 
billion,  by  2000.  "We  firmly  believe  t 
industry  is  not  dead,"  he  says.  "It  \ 
grow  again." 

Reid's  game  plan  is  to  move  ii 
other  drinks  such  as  Scotch  and  to  < 
velop  more  low-alcohol  products. 
May,  it  will  introduce  Bacardi  Spice 
flavor-enhanced  rum.  A  year  ago,  it  i 
veiled  Bacardi  Limon,  a  lemon-flavoi 
rum  targeted  at  vodka  drinkers.  R< 
also  is  eyeing  Eastern  Europe,  La 
America,  and  the  Far  East,  where 
hopes  an  emerging  middle  class 
ready  for  internationally  known  bran 
Bacardi's  Martini  &  Rossi  acquisiti 
has  already  doubled  Bacardi's  si: 
adding  products  si 
as  wine  and  tequ 
CEO  Cutillas  and  expanding 
j  ™  -j        distribution  into  I 

tapped  Reid,  lyj  France?  and  B 
the  company's  s^um-   "We  ha 

,  some  great  wee 

ex-lawyer,  to  ons>»  says  Re 
mastermind  its  Now>  he  Just  has 

.  j      bone  up  on  Spanis 

expansion  into     By  Mark  Levm 

new  products     Miami,  with  Mai 
in  gan  juan 


MIXOLOGY 
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In  Business  This  Week 


EDITED  BY  KELLEY  HOLLAND 


HE ADLINER:  LOUIS  SIMPSON 


THIS  SAGE  ISN'T  FROM  OMAHA 


Louis  Simpson  has  moved 
from  the  sidelines  to  the 
spotlight  at  the  stroke  of  a 
pen — billionaire  Warren 
Buffett's  pen.  Simp 
son,  president  of 
capital  opera- 
tions for  Geico, 
has  been  beat- 
ing the  stock 
market  since  at 
least  1980.  But 
Geico  became  a 
subsidiary  of  Berk- 
shire Hathaway  last  fall — 
and  in  his  annual  letter  to 
shareholders,  Berkshire  CEO 
Buffett  says  Simpson,  59, 
would  be  a  worthy  backup 
for  him  and  Vice-Chairman 
Charlie  Munger. 

Buffett,  arguably  the  na- 
tion's top  investor,  writes 
that  Simpson  is  "immediate- 
ly available  to  handle  [Berk- 


shire's] investments  if  somi 
thing  were  to  happen  to 
Charlie  and  me."  Like  Buf 
fett,  Simpson  gets  to 
know  management 
at  companies  he 
invests  in  and 
makes  long-ter: 
stock  picks. 

Munger  says 
Buffett  was  not 
making  Simpson 
his  heir  apparent, 
however.  "We  could 
have  done  [that]  directly 
and  not  in  some  crazy,  indi 
rect  way,"  he  says.  Buffett 
apparently  just  wanted  to 
reassure  shareholders  that 
Berkshire's  $22  billion  in 
common-stock  investments 
will  remain  in  capable 
hands.  Quite  a  plug  for 
Simpson. 

By  Greg  Bun 


IF  YALUJET  CAN 
MAKE  IT  THERE... 

VALUJET  AIRLINES  IS  BITING 

into  the  Big  Apple.  After 
leasing  landing  slots  from 
Continental  Airlines,  the  up- 
start is  launching  five  daily 
nights  to  LaGuardia  from  its 
base  in  Atlanta,  where  it  was 
launched  in  October,  1993. 
ValuJet  promises  fares  up  to 
65%  below  Delta  Air  Lines, 
the  only  line  now  flying  At- 
lanta-LaGuardia  nonstop.  A 
lawsuit  claiming  twa  and 
Delta  conspired  against  Valu- 
Jet could  net  the  carrier  five 
more  landings  this  summer. 
The  fast-climbing  company  is 
having  growing  pains,  though. 
The  Federal  Aviation  Admin- 
istration is  eyeing  ValuJet's 
safety  record  and  procedures 
after  four  recent  mishaps,  in- 


CLOSING  BELL 


BOUNCED? 

Second  thoughts  about  a 
huge  check-processing  con- 
tract are  unsettling  investors 
in  Fiserv.  Chase  Manhattan 
signed  a  12-year,  $480  mil- 
lion contract  with  Fiserv  in 
1995,  but  now  Fiserv  says  the 
deal  could  be  a  casualty  of 
Chase's  merger  with  Chemi- 
cal Bank.  Fiserv  stands  to 
receive  an  undisclosed  can- 
cellation penalty  if  it  is  jilted, 
but  worries  about  the  Chase 
contract  hit  the  stock  hard. 
Fiserv  shares  fell  as  low  as 
25Xfrom  30Xon  Mar.  1, 
though  they  had  recovered 
slightly,  to  27,  by  Mar.  19. 


0  \  I  i  i  I  I  I  I  I  I  I  I  i 

MAR  1,  '96  MAR  19 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


eluding  an  engine  fire,  a  land- 
ing with  no  nose  gear,  and  a 
plane  sliding  off  a  runway. 
An  faa  official  says  no  negli- 
gence has  been  uncovered, 
but  the  review  is  ongoing. 

$254  MILLION 
UP  IN  SMOKE? 

THEY  WERE  A  MODERN-DAY 

Bonnie  and  Clyde — minus  the 
gory  fade-out.  On  Mar.  19, 
agents  from  the  FBI  arrested 
two  people  who  may  have  de- 
frauded a  syndicate  of  banks 
out  an  estimated  $254  million 
since  1993.  Edward  Reiners 
and  Judy  Rose  Bachiman  al- 
legedly posed  as  Philip  Mor- 
ris employees  to  borrow  from 
a  group  of  banks  led  by  Rich- 
mond (Va.)'s  Signet  Bank. 
Signet  could  be  out  $81  mil- 
lion, while  NationsBank  has  a 
$60  million  exposure.  The 
banks  say  they  expect  to  re- 
cover much  of  the  money. 

WHERETO  BUY  YOUR 
SPACE  SHUTTLE 

WHAT  A  DIFFERENCE  A  MONTH 

makes.  As  recently  as  Feb- 
niaiy,  Rockwell  Chief  Execu- 
tive Donald  Beall  was  insist- 
ing the  $13  billion  electronics 
firm  was  in  no  rush  to  sell  off 
its  defense  and  aerospace 
businesses.  Now,  though,  in- 
vestment bankers  say  the 
company  wants  to  hawk  its 
$3.5  billion  portfolio  of  B-l 
bombers,  space  shuttles,  and 
guidance  systems.  The  move 
would  let  Rockwell  focus  on 
industrial  automation  and  au- 
tomotive work — but  it  comes 
late.  A  wave  of  mergers  in 
the  industry  limits  potential 
buyers.  Possible  bidders:  Boe- 
ing or  McDonnell  Douglas. 

A  JURY  LEAVES  'EM 
FLOORED  AT  FLEMING 

FLEMING  COS.  GOT  A  ROTTEN 

surprise  on  Mar.  15  when  a 
Texas  jury  ordered  the  dis- 
tributor to  pay  at  least  $100 


million  in  punitive  damages 
for  overcharging  David's  Su- 
permarkets, a  small  Texas  su- 
permarket chain.  The  award 
came  after  Fleming  was  as- 
sessed $158.3  million  in  actu- 
al damages.  In  a  1993  suit, 
David's  accused  Fleming  of 
artificially  inflating  manufac- 
turers' invoices,  forcing 
David's  to  raise  prices  and 
lose  customers.  The  penalty 
dwarfs  Fleming's  earnings, 
which  totaled  $42  million  in 
1995.  Fleming  CEO  Robert 
Stauth  labeled  the  verdict, 
which  the  company  plans  to 
appeal,  "absurd." 

THAT'S  THE  WAY  THE 
CRACKER  CRUMBLES 

BAD  BREAKS  FOR  ANIMAL 
crackers.  Consolidated  Biscuit 
has  voluntarily  recalled  five 
varieties  because  they  had 
egg  whites  in  them,  a  risk  to 
people  allergic  to  albumen, 
and  a  production  snafu  left 
that  information  off  the  label. 


Getting  the  crackers  off 
market  faster  than  two 
two  could  be  tough,  thou 
"Many  consumers  don't  w 
to  send  the  boxes  back"  wl 
they  find  out  that  the  o 
problem  is  undisclosed  t 
white,  says  Bruce  Olsen,  C 
solidated's  vice-president 
sales  and  marketing.  Anin 
cracker  lovers  need  not  wo 
too  much,  though:  There 
lots  of  rivals  in  the  busin( 
so  there  will  still  be  plei 
of  Hons,  tigers,  and  bears 
your  local  supermarket. 

ETCETERA... 

■  Blockbuster  ceo  Steven  E 
rard  is  leaving  to  run  us 
car  chain  AutoNation  USA. 

■  Strong  underwriting  t 
trading  hiked  Lehman  Bro 
ers'  first-quarter  profits  13: 

■  Digital  Equipment  said 
results  will  be  hurt  by  sli 
gish  PC  sales. 

■  Congress  is  set  to  pass 
product-liability  reform  bill 
late  March. 
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UNLIMITED  PARTNERSHIP 


STEVE  KITTEI.L  FROM  THE  ATLANTA  COMMITTEE  LOR  THE  OLYMPIC  GAMES  with  IOHN  SCANLAN  FROM  ARAMARK 


ANYONE  WOULD  HAVE  SEEN 

A     PARKING     LOT.     FORTUNATELY,    ARAMARK  SAW 

AN  OLYMPIC  DINING  HALL 


John  Scanlan  from  ARAMARK:  "They  said,  Remember,  this  is  Atlanta  1996.  The  Centennial  dames.  This  has  to 
be  great.'  Well,  we  had  no  intention  of  duplicating  what  we  did  in  Barcelona  four  years  ago.  Or  Mexico  City  in  '68. 
Or  any  of  the  Games  in  between.  We're  here  to  help  15,000  athletes  and  coaches  from  197  different  cultures.  Athletes 

mil 

(lanta1996    who  have  prepared  for  a  lifetime  to  be  better  than  they've  ever  been  in  that  lifetime.  We  know  that  takes  more  than  just  a 

M,©  1992  ACOG 
od  Service  Manager 

It/Jpu^la1'  standard  issue  menu.  Or  a  standard  issue  effort,  (or  that  matter.  This  is  the  Olympic  Games.  You've  either  prepared  to 
i  great.  Or  you  haven't."  We  don't  just  rely  on  a  book  for  all  the  answers  at  ARAMARK.  We  have  no  magic  "Olympic  Games  Menu" 
j  dust  off  every  four  years.  In  Atlanta,  we'll  customize  a  menu  for  every  single  athlete  if  that's  what  it  takes.  We'll  even  put  a  world-class 
'tchen  and  dining  hall  on  a  parking  lot.  It's  a  mind-set  tliat  makes  it  possible  for  John  to  add,  "In  inst  over  four  weeks,  we'll  prepare 

F  COURSE  THERE'S  MORE  TO  TELL  ABOUT  UNLIMITED  PARTNERSHIP  I'l  EASE  CAI  I  1  -800- ARAMARK.  Managed  Services,  Managed  Better. 


How  Should  You  Invest? 

(You  Decide.) 


The  Right  Place  At 
The  Right  Time? 


--J 


m  mi 


«  «  BUYER'S 
JW*»  ALERT! 

Now 


THE  INS 


SCOOP 


DE 


UY  NOW! 


The  Right  Place 
Over  Time? 


Twentieth  Century's 
Growth  Equity  Funds 


Average  Annual  Total  Returns  as  of  12/31/95' 


1  Year 

5  Year 

10-Year 

Life  of  Fund 

Ultra 

Investors 

37.7% 

25.0% 

19.8% 

17.8% 

(iimi) 

Vista 

Investors 

46.1% 

22.4% 

17.1% 

14.3% 

(11/25/83) 

Select 

Investors 

22.7% 

10.2% 

11.8% 

16.5% 

(S/SO/71)' 

Growth 

Investors 

20.4% 

14.8% 

14.2% 

18.2% 

((/SO/71)* 

Heritage 

Investors 

26.7% 

16.5% 

16.0% 

(11/ 10/87) 

Post  perfoimante 

no  guarantee  ol  f ulure 

(Call  foi  our  latest  performance  numbers.) 


Chasing  the  hottest 
mutual  funds  might  be 
exciting  -  for  a  while. 
But  we  think  it's  better 
to  focus  on  funds  that 
have  already  established 
a  strong  long-term  record. 
While  the  past  doesn't 


guarantee  the  future, 
we  believe  Twentieth 
Century's  growth  funds 
have  a  record  that  speaks 
for  itself.  Call  us  toll  free 
and  ask  for  a  free  informa- 
tion kit:  1-800-345-2021. 
We'll  send  you  a  prospectus 


with  more  details,  includ- 
ing all  charges,  expenses 
and  minimums.  Please 
read  it  carefully  before 
you  invest.  Let  Twentieth 
Century  help  you  make 
the  most  of  ycur  strongest 
allies:  time  and  patience. 


1-800-345-2021 

http://  networth.galt.com/twencent 


1  Date  quoted  represents  post  performance  and  assumes  reinvestment  of  oil  distributions  Post  performance  is  no  guarantee  of  future  results  Investment  return  ond  principal  volue  will  fluctuate,  ond  redemption  value  moy  be  more 
or  less  than  original  cost.  '  Although  Select  ond  Growth  were  started  on  October  31, 1958,  then  performance  for  the  period  shown  corresponds  with  Twentieth  Century's  implementation  of  its  current  investment  philosophy  and 
practices  on  June  30, 1971.  PO.  Box  419200,  Konsos  City,  MO  64141-6200  ©1996  Twentieth  Century  Services,  Inc.,  Twentieth  Century  Securities,  Inc. 


A    GOOD    CHOICE    FOR    YOUR    IRA,    401  (  k  ) ,    403(b),    OR  SEP/SARSEP 


Vashington  Outlook 


ITED  BY  OWEN  ULLMANN 


EROT'S  SWORD 
OULD  CUT  BOTH  WAYS 


t  the  White  House  these  days,  President  Clinton's  cam- 
i  paign  crew  is  cheering  Ross  Perot  on  as  he  edges  toward 
La  second  independent  Presidential  run.  Their  logic  is 
iple:  The  maverick  Dallas  billionaire  would  steal  votes 
n  all-but-certain  Republican  nominee  Bob  Dole,  guarantee- 
another  plurality  victory  for  Democrat  Clinton. 
)OP  operatives  buy  the  same  argument.  But  before  the 
ntonites  break  out  the  champagne  and  Dolies  go  into  a 
k,  they  should  rethink  this  scenario.  Growing  evidence 
;gests  Perot  could  siphon  support  from  both  parties — and 
rht  even  cost  Clinton  the  election, 
isider  a  Mar.  15-17  Gallup  poll  of  1,008 
tits  that  gives  Perot  16%  in  a  three- 
y  race.  Half  of  his  support  comes  from 
se  who  would  otherwise  vote  for  Clin- 
,  while  38%  comes  from  those  favor- 
Dole  in  a  two-man  contest. 
rsiDER.  Perot  certainly  sounds  ready. 
Mar.  19,  he  said  he'd  "give  it  every- 
tig"  if  his  Reform  Party  drafts  him 
its  Presidential  nominee.  Dole,  fearing 
!  Perot  factor,  said  he'll  try  to  dis- 
ide  him. 

But  Clinton  may  stand  to  lose,  too. 
uis  Harris  pollster  David  Krane  says  Perot's  strength  is 
ong  independents,  young  voters,  blue-collar  men,  suburban- 
3,  Midwestemers,  and  those  earning  $25,000  to  $35,000  a 
ir — groups  critical  to  Clinton's  bid.  Among  these  middle-in- 
ne  workers,  says  Krane,  Perot  draws  more  votes  from 
nton  than  from  Dole.  That  spells  trouble  for  Clinton  in  the 
;tleground  states  of  Michigan,  Ohio,  and  Illinois,  which 
re  key  to  his  1992  win  and  will  also  be  decisive  in  '96. 
What's  more,  Perot  hopes  to  adopt  once  again  the  "outsid- 
1  label — something  neither  incumbent  Clinton  nor  veteran 
le  can  now  claim.  "Both  should  be  nervous,"  says  Univer- 
Y  of  South  Carolina  political  scientist  Blease  Graham. 
Perot's  outsider  status  could  hurt  Clinton  most  with  inde- 


CAPITAL  WRAPUP 


DEM  BUSTER?  Perot  could  hurt  Clinton 


pendents.  Without  the  billionaire  in  the  race,  Clinton  clobbers 
Dole  among  these  swing  voters,  63%  to  30%,  according  to  Gal- 
lup. But  in  a  three-way  race,  the  President's  lead  over  the 
Kansan  shrinks  to  47%  to  24%,  with  Perot  garnering  27%. 

California,  the  cornerstone  of  Clinton's  Electoral  College 
strategy,  could  also  turn  sour  for  the  President.  A  recent 
Field  Poll  showed  Perot  taking  7%  from  Clinton  and  6% 
from  Dole.  What's  more,  Green  Party  candidate  Ralph  Nad- 
er wins  6%  support — virtually  all  from  the  President's  column. 
Perot  bristles  at  gripes  by  Republicans  that  he's  a  spoiler 
who  would  only  reelect  Clinton.  In  a  Mar. 
8  interview  with  business  week,  he  said 
his  ability  to  draw  from  both  parties  is 
"one  of  the  best-kept  secrets  in  American 
politics.  Just  look  at  the  facts."  The  my- 
thology about  him  as  a  GOP-killer  dates 
from  1992,  when  George  Bush's  aides 
blamed  their  loss  on  Perot's  19%  vote. 
Yet  exit  polls  showed  that  Perot  voters 
would  have  split  evenly  at  38%  for  Clin- 
ton and  Bush  had  he  not  run.  Most  others 
would  have  stayed  home. 

That  doesn't  mean  Dole  shouldn't 
~  worry  about  Perot.  Pollster  Gordon  S. 
Black  says  Perot's  hard-core  backers  lean  Republican,  which 
means  the  lower  Perot's  support,  the  more  it's  likely  to  hurt 
the  gop.  A  recent  Mason-Dixon  poll  shows  Perot  gets  only  5% 
support  in  Maryland  and  9%  in  North  Carolina — virtually  all 
from  Dole.  But  as  the  Texan's  vote  increases,  Clinton  suffers. 
Explains  Black:  "At  14%,  Perot  pulls  more  from  Dole  than 
from  Clinton.  At  17%,  he  pulls  equally  from  both  candidates." 
At  20%,  "he  begins  to  pull  more  from  Democrats." 

So  how  should  the  major  parties  calculate  the  Perot  factor? 
Clinton  should  want  Perot  to  run — but  not  too  well.  And 
Dole  should  pray  the  Texan  skips  the  race — or  runs  a  strong 
third.  For  now,  Perot  is  keeping  them  both  guessing. 

By  Richard  S.  Dunham- 


HE  GOP'S  MEAN  MACHINE 

Enjoying  the  spoils  of  being  the 
lajority  party,  Republicans  are  leav- 
ig  the  Democrats  in  the  fund-raising 
ust.  Last  year,  a  new  Federal  Elec- 
ion  Commission  report  shows,  gop 
louse  candidates  and  their  party's 
ongressional  campaign  committee 
aised  a  record  $96.4  million,  up  from 
50.1  million  in  1993.  House  Demo- 
rats  and  their  campaign  committee 
ulled  in  just  $55.2  million  last  year, 
own  9%  from  $60.5  million  in  '93, 
/hen  the  Dems  ruled  Capitol  Hill. 


DOLE:  YOU  CAN  BE  TOO  OLD 

►  Guess  who'll  be  arguing  on  the  Sen- 
ate floor  soon  that  age  makes  you  un- 
fit for  some  jobs?  The  gop's  72-year- 
old  standard-bearer,  Bob  Dole.  The 
Kansan  backs  a  measure  that  would 
exempt  firefighters  and  cops  from  age 
discrimination  laws  and  let  cities  set 
mandatory  retirement  ages.  The  mea- 
sure is  being  pushed  by  the  Interna- 
tional Association  of  Firefighters.  The 
group  prefers  the  bill  to  fitness  tests, 
which  critics  say  younger  but  flabbier 
firemen  might  flunk. 


LIGHTS  OUT  AT  COMMERCE? 

►  With  Capitol  Hill  Republicans  try- 
ing to  dismantle  the  Commerce  Dept., 
high-level  officials  are  bailing  out. 
Those  who  have  already  departed  in 
recent  months  include  Deputy  Secre- 
tary David  J.  Barram;  top  trade  hon- 
cho  Jeffrey  E.  Garten  and  his  deputy, 
David  J.  Rothkopf;  Jonathan  Sallet, 
director  of  policy  and  strategic  plan- 
ning; and  General  Counsel  Ginger  E. 
Lew.  Melissa  Moss,  the  agency's  chief 
business  liaison,  is  also  planning  to 
leave  in  the  near  future. 
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make  changes  on  a  thousand  copies, 
talk  copying  systems? 


We  have  the  systems  that  are  the  solution. 
The  Corporate  Line  from  Canon. 

A  company-wide  meeting.  Last  minute  changes.  Fast  turn- 
around is  critical.  So  what's  your  system?  The  Corporate  Line 
of  high-volume  copiers  from  Canon. 

In  today's  fast-paced  business  environment,  you  need  the 
most  advanced  systems  to  simplify  your  operation.  That's  where 
The  Corporate  Line  comes  in.  Our  high  performance  copiers 
and  copier/duplicators  give  you  the  powerand  speed  you  need 
in  a  central  reproduction  environment.  And  yet  they're  so 
user-friendly,  they  can  be  utilized  as  walk-up  copiers.  Plus,  with 
superior  image  quality  and  finishing  capabilities,  you'll  see 
the  impact  our  Corporate  Line  copiers  can  make  on  your 
productivity  -  immediately. 

And  no  matter  which  Corporate  Line  copier  you  choose, 
you  can  expect  the  reliability  and  durability  that  has  made 
Canon  the  industry  leader  for  the  last  1 3  years.  Each  machine 
is  specifically  designed  to  maximize  your  company's 
productivity  and  efficiency. 

So  for  high-volume  document  processing,  there's  no 
debate  -  we  have  the  systems  that  are  the  solution. 
The  Corporate  Line  of  high-volume  copiers.  Just  call 
1  -800-OK-CANON  for  more  information.  Or  visit  us  onJhe 
Web  at  http://www.usa.canon.com 


Canon 


International  Business 


ASIA 


YANKEE,  DON'T 
CO  HOME 

Asia  looks  to  the  U.S.  for  security  again 


PERRY  HAS 
KEPT  OPEN  THE 
BACK  CHANNELS 
WITH  CHINA 


For  years,  Washington  seemed  to 
be  gradually  folding  up  the  securi- 
ty umbrella  that  protected  U.  S. 
allies  in  Asia.  U.  S.  military  per- 
sonnel dwindled  to  100,000,  and  the  ship 
count  of  the  Navy's  Pacific  Fleet  sank 
from  250  in  1991  to  196  today.  With  pol- 
icymakers focused  on  Central  Europe 
and  the  Middle  East,  the  Clinton  Ad- 
ministration's Asia  policy  seemed  to  be  a 
simple  one:  Only  trade  counts. 

But  that  changed  suddenly  when  the 
the  U.  S.  dispatched  two  carrier  groups 
in  response  to  Beijing's  military  exer- 
cises aimed  at  intimidating  Taiwan's 
voters.  Events  are  forcing  the  Admin- 
istration to  view  the  region  through  a 
different  prism.  Asian  nations  fear 
China  could  threaten  critical  shipping 
lanes  as  much  as 
they  fret  about 
Japan  rearming  to 
protect  itself  against 
the  Middle  Kingdom. 

Many  Asian  leaders,  whether  publicly 
or  privately,  are  saying  that  only  the 
U.  S.  can  serve  as  a  counterweight  to 
China  and  Japan,  guaranteeing  a  peace- 
ful transition  into  the  21st  century.  Get- 
ting those  complex  relationships  right 
is  now  back  on  Washington's  front  burn- 
er: A  series  of  high-level  meetings  be- 
tween U.  S.  and  Chinese  officials  is  on 
tap,  just  as  President  Clinton  tries  to 
shore  up  Japan's  status  as  a  security 
linchpin  during  an  April  16-17  visit.  "If 
this  triangular  relationship  is  in  balance, 
the  rest  of  East  Asia  will  be  stable," 
saj  Lee  Kuan  Yew,  Singapore's  former 
Prime  Minister. 

Such  an-  approach  is  something  Ad- 
ministration  critics  have  long  demanded. 
But  it  carries  grave  political  risks  for 
the  President.  As  he  tries  to  assure  Chi- 
na he  is  not  bent  on  containment,  the 
GOP-conti--)lled  Congress  is  readying  to 
blast  him  for  appeasement.  Even  though 
there  are  signs  that  military  tensions 


are  easing,  the  House  voted  369  to  14  on 
Mar.  19  to  assist  Taiwan  if  China  at- 
tacks. Republicans  on  the  campaign  trail 
are  sure  to  label  Clinton  "soft"  if  he 
makes  any  compromises  on  trade  issues. 
"The  stars  are  not  in  perfect  alignment 
here,"  concedes  a  senior  Administration 
official.  "This  is  an  election  year." 

The  largest  display  of  U.  S.  military 
power  in  Asia  since  the  Vietnam  War  is 
also  likelv  to  revive  the  American  debate 


about  whether  the  U.  S.  should  spend 
so  heavily  to  guarantee  Asia's  prosperi- 
ty. Getting  Japan  and  others  to  defray 
some  of  the  costs  could  take  on  renewed 
urgency.  And  in  view  of  huge  trade  im- 
balances, trade  hawks  could  press  the 
Administration  to  leverage  its  military 
strength  to  pry  open  more  markets. 
UPBEAT.  The  Clintonites,  however,  are 
proceeding  cautiously  in  view  of  Asian 
ambivalence  toward  the  U.  S.  military 
presence.  Trade  officials,  far  from  press- 
ing on  sensitive  issues  with  Japan  and 
China,  appear  to  be  holding  fire  at  least 
temporarily.  The  payoff  for  the  U.  S., 
they  say,  is  stable  markets.  America  can 
create  more  export-related  jobs  if  "peo- 
ple in  Asia  are  concentrating  on  getting 
rich,  rather  than  attacking  each  other," 
says  a  top  Administration  official. 

Trying  to  assuage  irritants,  U.  S. 
Trade  Representative  Mickey  Kantor 
has  delayed  slapping  sanctions  on  China 
for  ripping  off  compact  disks  and  other 


THE  U.S.  FLEXES 
ITS  MUSCLES  IN  ASIA 

•  President  Clinton  has  two 
carrier  battle  groups  patrolling 
the  seas  near  Taiwan 

•  An  accord  to  maintain  U.S. 
troops  will  dominate  the  agenda 
when  Clinton  meets  Japanese 
Prime  Minister  Ryutaro 
Hashimoto  in  Tokyo  in  mid-April 

•  The  Pentagon  insists  U.S. 
troop  levels  in  Asia  will  not  fall 
below  100,000 

•  Defense  Secretary  William 
Perry  has  suggested  a  meeting 
of  Asian  and  U.S.  defense 
ministers 

DATA:  BUSINESS  WEEK 

copyright  infringements.  The  Admin 
tration  is  going  to  make  a  big  push 
renew  China's  most-favored-nation  pr 
ileges.  U.  S.  officials  also  are  playing 
the  fact  that  the  deficit  with  Japan  is  < 
clining  and  that  exports  to  that  coi 
try  are  up  80%  in  products  covered 
the  20  trade  pacts  Clinton  has  signed 
The  upbeat  spin  on  trade  will  set  t 
stage  for  Clinton  and  Prime  Minist 
Ryutaro  Hashimoto  to  sign  an  agrc 
ment  keeping  all  47,000  U.  S.  soldiers 
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Most  Pacific 
nations  don't 
want  to  choose 
between  the  U.S. 
and  China,  so 
Washington  has 
to  walk  a 
tightrope  in 
providing 
military  support 


CHINESE  SOLDIERS  ON 
MANEUVERS,  AND  A  U.S. 
AIRCRAFT  CARRIER  IN 
THE  SOUTH  CHINA  SEA 


w  If 


ipan.  Negotiations  over  those  forces 
ive  been  complicated  by  outrage  over 
le  rape  last  year  of  a  12-year-old  Oki- 
iwan  girl  by  American  gis.  Partly  be- 
luse  of  China's  saber  rattling,  Japan 
;ems  eager  to  keep  the  troops,  although 
>me  may  be  moved  from  the  hostile 
ivirons  of  Okinawa. 
Washington  and  Tokyo  remain  divided 
i  some  key  defense  issues,  however, 
ike  most  countries  in  the  area,  Japan 
sesn't  want  to  choose  between  the  U.  S. 


and  China.  So  while  Tokyo  will  provide 
logistical  support  for  routine  war  games, 
it  may  balk  at  exercises  designed  to 
send  a  message  to  Beijing.  If  Japan 
were  asked  to  play  a  combat-support 
role,  "that's  probably  against  the  pre- 
sent policy  of  the  government,"  says  a 
Foreign  Ministry  official. 

Washington  may  have  to  walk  a  simi- 
lar tightrope  with  other  Asian  nations. 
While  Singapore  has  few  qualms  about 
letting  U.  S.  ships  dock  there,  feelings 


are  mixed  in  Indonesia.  It  did  let  the 
U.S.S.  Blue  Ridge,  the  7th  Fleet  com- 
mand ship,  dock  in  Jakarta  recently,  but 
Marines  on  board  felt  obliged  to  put  a 
fresh  coat  of  paint  on  a  mosque  to  pre- 
serve goodwill.  A  prolonged  presence 
would  not  go  over  well.  "We  want  the 
U.  S.  to  be  on  tap  but  not  on  top,"  says 
Juwono  Sudarsono,  vice-governor  of  the 
National  Resilience  Institute,  an  army 
training  school. 

TOUGH  NUT.  China  remains  the  toughest 
nut  to  crack.  U.  S.  officials  now  expect 
Chinese  exercises  to  continue  at  least 
through  Taiwan's  Presidential  inaugura- 
tion in  May.  Some  experts  worry  that 
dispatching  ships  may  have  hurt  rela- 
tions. "We've  gotten  away  from  a  politi- 
cal approach  to  the  issue  of  Taiwan," 
frets  Richard  Solomon,  president  of  the 
U.  S.  Institute  of  Peace.  "It's  been  re- 
militarized." 

But  sources  say  new  Ambassador 
James  Sasser  in  Beijing  hopes  to  dis- 
cuss common  interests  such  as  a  nu- 
clear-free Korean  peninsula  and  economic 
issues  that  need  resolution.  Secretary 
of  State  Warren  M.  Christopher  and  As- 
sistant Secretary  of  State  Winston  Lord 
took  the  same  tack  in  early  March  with 
Liu  Huaqiu,  director  of  foreign  affairs  for 
China's  State  Council.  Christopher  will 
meet  Foreign  Minister  Qian  Qichen  in 
the  Netherlands  on  April  21. 

Another  key  player  in  managing  Chi- 
na relations  may  be  Defense  Secretary 
William  J.  Peny,  one  of  the  few  U.  S.  of- 
ficials with  standing  in  Beijing.  He  has 
maintained  ties  through  difficult  times. 
During  the  height  of  Chinese  exercises 
off  Taiwan,  a  delegation  of  U.  S.  mili- 
tary medical  personnel  visited  China. 
And  General  Chi  Haotian,  China's  Na- 
tional Defense  Minister,  is  expected  to 
visit  the  U.  S.  in  early  April.  Some  ex- 
perts believe  it  was  Perry-backed  mili- 
tary-to-military talks  that  produced  as- 
surances Beijing  wouldn't  attack  Taipei. 

But  Peny  can't  shoulder  the  entire 
burden.  Ultimately,  the  key  decisions — 
and  overall  coordination — will  have  to 
come  from  the  Oval  Office.  "We  should 
have  a  clear  authoritative  statement  from 
the  President  on  what  we  expect  of  the 
U.S. -China  relationship,"  says  Repre- 
sentative Lee  H.  Hamilton  (D-Ind.), 
ranking  member  of  the  House  Interna- 
tional Affairs  Committee.  If  Clinton  gives 
one,  it  would  send  a  clear  signal  that  in- 
vestment and  trade  work  in  Asia  only  in 
a  stable  environment — and  the  U.  S. 
plays  a  critical  role  in  providing  it. 

By  Stan  Crock  and  Amy  Borrus  in 
Washington,  Brian  Bremner  in  Tokyo, 
Helen  Cluing  in  Singapore,  and  Michael 
Shari  in  Jakarta 
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THE  INTERNET 


THE  TAIWANESE 
FIGHT  FIRE  WITH  WIRE 

They're  using  the  Web  to  protest  Chinese  bullying 


M 


Audits. 


I any  university  students  in  Taiwan 
know  him  only  as  "the  Webmas- 
ter." J.  B.  Lin,"  a  29-year-old  PhD 
candidate  in  economics  at  Michigan 
State  University,  stays  incognito  while 
using  the  Internet  as  a  weapon  against 
China's  missile  tests.  The  Taiwanese- 
born  Lin  recently  came  up  with  a  hard- 
hitting World  Wide  Web  page  called 
"China,  Keep  Your  Bloody  Hands  Off 
Taiwan."  With  its  bold  graphics  and 
abundance  of  military,  historical,  and 
political  data,  the  site  is  a  one-stop  cy- 
bershop  for  anyone  sympathetic  to  Tai- 
wan. "Everybody  needs  better  access 
to  information  about  what  is  happening 
and  what  they  can  do 
about  it,"  says  Lin.  "I 
want  to  be  a  communi- 
cations center." 

Known  for  their 
high-tech  prowess,  the 
Taiwanese  are  taking 
political  protests  to 
new  heights.  While  fax 
machines  helped  under- 
mine communist  re- 
gimes in  the  former 
Soviet  bloc,  the  well- 
to-do  Taiwanese  prefer 
the  Internet  as  the 
chosen  medium  for 
high-impact  protests. 
They're  way  ahead  of 
Beijing,  which  is  tight- 
ening control  over  the 
Internet  because  it 
fears  the  kind  of  information  dissemi- 
nated by  Taiwan's  hackers.  From  Bud- 
dhist sects  to  American-based  scholars, 
Taiwanese  groups  are  going  online  to 
express  their  outrage.  "Taiwan  is  defi- 
nitely very  wired,"  says  Ken  Adler,  a 
Hong  Kong-based  managing  director 
for  Penril  Datability  Networks,  a  mak- 
er of  networking  products. 
URGING  SURFERS.  Lin's  Web  site  is  the 
nriosl  impressive.  Once  he  got  rolling 
with  his  home  page  on  Mar.  8,  Taiwan- 
ese around  the  globe  started  feeding 
him  info,  mation.  Now  the  page 
(http://www.  ;iiwanese.com/protest/),  in- 
cludes every  hing  from  illustrated  de- 
tails of  Beijing's  military  maneuvers  to 
the  latest  news  reports.  Lin  lists  anti- 
China  protests  around  the  world  and 


urges  surfers  to  write  to  leaders  in  Chi- 
na and  the  U.  S.  With  a  click  you  can 
find  the  phone  number  of  Chinese  For- 
eign Minister  Qian  Qichen  (861-513-5566) 
or  the  E-mail  addresses  of  72  members 
of  the  U.  S.  Congress.  Click  again  and 
you're  provided  with  sample  letters  to 
President  Clinton  and  Republican  rival 
Senator  Bob  Dole.  Since  Mar.  6,  the 


CYBERACTIVISM  Taiwan's 
protesters  may  be  largely 
preaching  to  the  converted, 
since  the  Chinese 
government  sharply 
restricts  access  to 
the  Internet 
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keep  your 
Taiwan! 


off 


Protest  China's  Military  Aggrvssion 


China  u  cviducimg  (see  nev:  belov)  its 
!iw-f^iKg^i;'^.  (torn  March  8  to  20 
announced  ground  ew-rnsss  viU  proceed 
vere  lunched  to  tvo  test  areas  The  fcui 
Un*)  on  March  13 

You  can  sand  your  protest  to  Chinese 


from  March  18  U 


LIN'S  PAGE  (LEFT)  AND  ONE 
FROM  FRIENDS  OF  BUDDHISM 


Pnends-of -Buddhism 


;  Webmaster),  ind  po 
rea  nov,  share  your  v 
vnnting  to  ejtpres:  th 


page  has  already 
received  nearly 
22,000  "hits." 

Like  Lin,  many 
of  the  creators  of 
the  protest  home 
pages  are  Taiwa- 
nese students  in  the 
U.  S.  Some  ask 
browsers  to  sign  pe- 
titions against  Chi- 
na, while  others  call 


Keep  Taiwan  Free 
Lion's  Roar 


for 


a  nonviolent 
resolution  to  the  conflict.  "Don't  let  the 
Communists  commit  genocide,  destroy 
Taiwanese  culture,  and  take  away  free- 
dom of  religion,"  writes  the  Friends  of 
Buddhism,  a  group  based  in  the  U.  S. 
(www.infinet.com/-iinpoche/fi-ee.htm )  That 
doesn't  include  the  various  newsgroups, 


where  heated  arguments — many  of  th 
off-color — are  taking  place  on  the  cri; 

The  Taiwanese  are  not  the  oi 
Asians  who  are  turning  to  the  Net 
political  protests.  BurmaNet,  a  Bai 
kok-based  service  (sunsite.unc.edu.fi 
burma/bnn/bnn.html.)  chronicles  hun 
rights  abuses  in  Myanmar,  as  the  coi 
try  is  now  officially  known,  while  i 
East  Timor  Action  Network  (csch 
er@igc.apc.org)  is  devoted  to  cha 
pioning  the  cause  of  the  former  Por 
guese  colony  taken  over  by  Indonesia 
years  ago. 

NOT  AMUSED.  But  given  Taiwan's  par 
ular  penchant  for  high  technology,  i 
Net  is  a  natural  communications  out' 
One  in  10  households  owns  a  compul 
and  there  are  350,000  Internet  use 
That  could  be  why  1 
wan's  top  three  politi 
parties  have  home  p 
es  designed  in  part 
bolster  their  Candida 
in  the  upcoming  pn 
dential  elections. 

Even  so,  the  au 
ence  for  these  paj 
may  be  very  limit 
Many  observers  belit 
the  Taiwanese  : 
mainly  preaching  to 
converted.  Users 
China  are  unlikely 
have  access  to  th< 
Web  sites,  since  m 
of  them  are  academ 
limited  to  using  ( 
Net  for  research.  Ma 
Chinese  students  ov 
seas  who  can  read  L: 
site  aren't  amused.  <f 
have  the  power  to  j 
Taiwan  back  today,  a 
if  necessary,  we  will 
it,"  an  angry  mainla 
student  in  the  U.  S. 
mailed  Lin.  Anotl 
Chinese  student  in  , 
pan  lamented  the  f; 
that  Lin  used  a  logo 
a  Chinese  flag  with 
X  over  it. 

Lin  is  undaunted. 
China  continues 
ratchet  up  the  tensi 
he  has  more  cyberd 
zle  in  mind.  Wha 
next?  He's  preparing  a  3-D  graphic  o 
burning  Chinese  flag.  Putting  that 
the  Net  might  lead  mainland  Chin( 
students  in  the  U.  S.  to  launch  th 
own  protest  page  against  Taiwa 
Webmaster. 

By  Joyce  Barnathan  in  Hong  Ko 
and  Margaret  Dawson  in  Taipei 
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Pa-long  Tribe, 
Northern  Thailand 


-Nevada  Wier, 
Photographer,  Writer 
Ethnographer 
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Having  your  own  personal 
space  is  a  rarity  on  almost 
any  airline. 

That's  the  beauty  of  World 
Business  Class"'  from  Northwest 
Airlines  and  KLM. 

It's  more  spacious.  More  com- 
fortable. There's  more  room  to 
spread  out.  The  seats  recline 
further.  You  even  get  your  own 
little  TV  that  you  can 
adjust  to  any  angle. 
It's  one  of  the  rare 
chances  in  my  life  to 
just  do  nothing! 

1  travel  all  over, 
but  pa r tit  ularly  in  the 
remote  regions  of 
Asia  So  I  have  the 
privilege  of  going 
back  and  forth 
between  different 
worlds  with 
N<  wthwest  Airlines. 

And  1  like  plenty 
of  space  between. 


©1996  Northwest  Airlines  Inc 
Northwest  recycles  enough  paper  to  fill  41  Ws.  O 


(ft  NORTHWEST  J&*m 
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International  Business 


RUSSIA 


THE  BATTLE  FOR 
RUSSIA'S  WEALTH 

Can  rich  new  capitalists  weather  a  popular  backlash? 


Russia's  answer  to  J. P.  Morgan 
could  not  be  less  like  the  eccen- 
tric, bulbous-nosed  original.  Vlad- 
imir 0.  Potanin  is  a  shy,  athletic 
man  of  35.  Holding  court  in  his  rose- 
■  '>d-paneled  office  on  Moscow's  Masha 
leva  Street,  the  Oneximbank  pres- 
I  ly  gives  instructions  to  two 
I  -  at  his  door.  Cool  and  con- 
Potanin  is  a  standout  in  a  group 
businessmen  who  have 
seized       i  slices  of  the  economy. 

ars  after  the  fall  of  Commu- 
nis]        kers  such  as  Potanin  are  at 
r  of  a  iierce  battle  for  Rus- 
i  sia's         h.  Having  amassed  cash  in 
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the  chaotic  early  years  of  Russia's  eco- 
nomic transformation,  they  have  scooped 
up  formerly  state-owned  oil,  mining,  for- 
est products,  and  real  estate  assets  to 
create  financial-industrial  conglomerates 
that  resemble  Japan's  prewar  zaibatsu. 

About  32  of  these  giants  have  taken 
shape,  linking  more  than  500  factories 
>  id  72  banks  and  employing  more  than 
2.5  million  people.  Dozens  more  are  be- 
ing formed.  The  top  six  already  control 
Russia's  oil,  gas,  and  metals  industries 
(table)  and  bring  in  the  bulk  of  the 
country's  hard  currency. 

These  titans  of  industry  and  their 
companies  are  symbols  of  the  new  Rus- 


CRUCIBLE:  Top  n  ickel  producer 
Norilsk  is  caught  in  a  power  strugt 


sian  capitalism.  Each  has  political  " 
cles,"  or  dyadyas,  in  the  govemme 
And  they  use  then1  contacts  to  win  pi 
ileges:  tax  concessions,  protectior 
measures  against  foreign  competitc 
exemptions  from  duties.  Gas  monop 
Gazprom,  whose  patron  is  Prime  Minis 
Viktor  S.  Chernomyrdin,  has  paid  har 
any  taxes  since  1993,  for  example, 
new  headquarters,  a  $150  million  si 
scraper,  towers  over  southwest  Moso 
BITTER  REMINDERS.  Such  jarring  sy 
bols  of  wealth  are  fueling  a  backli 
against  capitalism.  Russians  who  oi 
made  fun  of  Communist  leaders  n 
joke  about  the  New  Rich,  with  th 
vulgar,  free-spending  ways.  But  to  ms 
Russians,  the  disparity  between  r 
and  poor  is  no  laughing  matter.  , 
though  stores,  unlike  before,  are  full 
goods,  many  people  can't  afford  the 
To  babushki  selling  vodka  on  the  stn 
to  supplement  their  pensions,  eve 
Mercedes  zooming  by  is  a  bitter  rem 
der  of  a  more  stable  time. 

( Ippuncnts  of  Russian  President  P> 
is  N.  Yeltsin  are  making  the  most 
the  discontent,  with  Communist  Pai 


The  Key  Conglomerates 
Vying  for  Russia's  Riches 


ROUP/CEO 

INDUSTRIAL  HOLDINGS 

POLITICAL  PATRONS 

INEXIMBANK 

adimir  Potanin 

Most  powerful  group  with  38%  of  Norilsk 
Nickel,  26%  of  jet-engine  maker  Perm  Motors, 
26%  of  auto  maker  Zil,  plus  oil,  metallurgy, 
and  real  estate  interests 

Tightly  linked 
to  Kremlin 

lENATEP 

ikhail 

[todorkovsky 

Most  diversified  conglomerate,  with  78% 
of  oil  giant  Yukos,  plus  controlling  interests 
in  plastics,  metallurgy,  textiles,  chemicals, 
and  food-processing  companies 

Close  to  former 

Communist 

apparatchiks 

LFA 

ikhail  Friedman 

Big  player  in  Moscow  region,  with 
interests  in  real  estate,  securities  trading, 
cement,  candy,  and  chemicals  industries 

Lacks  good 
connections  at 
national  level 

OSSISKAYA 
IETALLURGIA 

o  CEO 

Controversial  group  created  by  Kremlin  decree; 
links  14  institutes  and  troubled  plants 
producing  steel,  alloys,  and  other  metals 

Deputy  Prime 
Minister 
Oleg  Soskovets 

IOST  GROUP 

adimir  Giissinskv 

Active  in  Moscow,  its  interests  include 
hankinf?  real  pstatp  povprnmpnt  construe- 
tion,  independent  television  network  NTV, 
and  the  influential  daily  newspaper  Today 

Close  ties  with 
Moscow  Mayor 
Yuri  Luzhkov 

AZPROM 

em  Vyakhirev 
UKOIL 
agit  Alikperov 
HPERiAL  BANK 

ergei  Rodionov 

Very  powerful  but  loosely  tied  together, 
this  group  links  Russia's  gas  monopoly,  its 
largest  oil  company,  and  their  jointly 
owned  bank;  it  has  big  export  clout,  with 
Gazprom  supplying  gas  to  Europe  and  Lukoil 
in  oil  deals  in  Libya  and  the  Persian  Gulf 

Prime  Minister 
Viktor 

Chernomyrdin 

ef  Gennady  Zyuganov  leading  the 
y.  Yeltsin's  main  rival  in  presidential 
ctions  in  June,  the  former  school- 
icher  rails  about  the  "mass  plunder" 
Russia's  wealth.  He  is  also  targeting 
;  new  capitalists.  Zyuganov  has  called 
a  review  of  the  controversial  loans- 
-shares  privatization  scheme,  which 
Dwed  private  banks  to  snap  up  lucra- 
e  shareholdings  at  rock-bottom  prices 
exchange  for  low-interest  loans  to 
;  government.  Now,  some  business- 
Dple  fear  that  a  victorious  Zyuganov 
uld  launch  a  witch  hunt  for  free-mar- 
teers.  "If  Zyuganov  wins,  I  am  emi- 
tting," claims  one  leading  executive. 
The  upcoming  election  could  turn  out 
be  a  defining  mo-  p«pppp" 
ait  in  Russia's  tran- 
ion  to  free  markets, 
uganov,  who  is  lead- 
l  in  the  polls,  has 
sdged  not  to  turn 
i  clock  back  to  full 
ite  ownership  of  the 
>nomy.  But  he  might 
me  under  pressure 
>m  his  party's  left 
tig,  which  could  push 
n  to  nationalize 
operty,  reintroduce 


price  controls  or  take  over  the  banks. 

There's  no  doubt  that  the  stakes  are 
high.  Throughout  Russian  histoiy,  the 
battle  for  political  power  has  revolved 
around  control  of  Russia's  property. 
When  the  Bolsheviks  seized  power  in 
1917,  they  nationalized  scores  of  private 
enterprises.  When  communism  fell  in 
1991,  Yeltsin's  government  grabbed 
Communist  offices,  dachas,  and  busi- 
nesses. As  other  former  Soviet  republics 
declared  independence,  the  party  lost 
an  entire  empire  of  assets. 

With  June's  elections,  then,  the  Com- 
munists may  have  their  first  big  chance 
to  settle  scores.  But  during  Yeltsin's 
presidency,   one   crucial   thing  has 


Titans  of 
Industry 

Both  new-style 
bankers  like  Potanin 
and  old-style  bosses 
like  Soskovets  use  their 
clout  to  win  privileges 
for  their  groups 


POTANIN 


changed:  State  ownership  of  the  econo- 
my has  dropped  from  close  to  100%  to 
about  30%,  through  one  of  this  century's 
most  sweeping  privatization  programs. 

To  be  sure,  Yeltsin's  reformers  failed 
to  create  the  transparent  Western-style 
market  economy  they  envisioned,  with  a 
middle  class  of  shareholders  that  would 
have  wanted  to  defend  capitalism  and 
democracy.  Instead,  a  more  concentrat- 
ed, shadowy,  and  oligarchic  form  of  cap- 
italism dominated  by  a  small  group  of 
powerful  shareholders  has  emerged. 

Zyuganov  will  have  a  tough  time  de- 
ciding what  to  do  about  the  conglomer- 
ates if  he  wins  the  election.  For  start- 
ers, he  is  probably  receiving  money 
from  them.  Although  they  won't  talk 
about  it,  big  businesses  are  helping  to  fi- 
nance the  campaigns  of  Yeltsin,  Zyuga- 
nov, and  other  candidates.  Says  one 
prominent  banker:  "You  can  say  there's 
a  little  bit  of  diversification  of  the  port- 
folio going  on." 

peres  troika  start.  What's  more,  Zyu- 
ganov would  run  into  former  comrades 
among  Russia's  capitalist  barons.  The 
new  elite  includes  shrewd  industrialists 
who  were  once  members  of  the  old  struc- 
ture. Some  were  party  members  and 
managers  who  adapted  quickly  to  the 
new  market  climate.  Others  got  their 
start  through  the  Young  Communist 
League,  which  supported  young  busi- 
nesspeople  as  part  of  Mikhail  Gorbachev's 
perestroika  reforms  in  the  late  1980s. 
Indeed,  the  powerful  Menatep  Bank  be- 
gan as  a  scientific  center  in  a  Young 
Communist  branch  where  Menatep  Pres- 
ident Mikhail  B.  Khodorkovsky,  then  a 
chemistry  graduate  student,  was  active. 

Menatep  earned  its  first  profits  doing 
research  for  Moscow-area  factories.  It 
then  became  one  of  the  first  groups  to 
get  a  banking  license  under  another 
Gorbachev  experiment  in  1988.  The 
bank  was  rumored  to  have  helped  the 
Communist  Party  funnel  funds  to  the 
West,  but  Khodorkovsky  always  denied 
it.  Menatep  grew  fast  as  it  lent  money 
and  traded  currency  in  the  era  of  high 
inflation  and  interest  rates  in  1992-93. 

Now,  Menatep  is 
Russia's  lOth-largest 
private  bank  and  runs 
the  most  diversified 
conglomerate  in  the 
country.  Its  assets, 
which  totaled  $2.1  bil- 
lion in  1995,  include 
the  19th  century  castle 
that  served  as  Young 
Communist  headquar- 
ters in  Moscow.  Mena- 
tep also  controls  more 
than  20  companies  in 
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chemicals,  textiles,  and  food.  Its  crown 
jewel  is  Yukos,  Russia's  No.  2  oil  compa- 
ny, worth  some  $700  million.  In  Decem- 
ber, Menatep  and  its  allied  banks  picked 
up  rights  to  78%  of  Yukos  for  $350  mil- 
lion in  loans  and  promised  investments. 

It's  hard  to  say  whether  Zyuganov 
would  seize  Menatep.  Although  the  par- 
ty's platform  calls  for  strategic  compa- 
nies, including  energy,  to  be  returned 
to  state  hands,  Zyuganov  has  also  said 
he  won't  tamper  with  private  compa- 
nies that  perform  well.  Should  he  be- 
come president,  then,  he 
may  pick  and  choose 
which  companies  to  tar- 
get for  interference. 

There  are  also  eco- 
nomic reasons  why  curb- 
ing the  conglomerates 
might  prove  difficult.  Al- 
though controversial,  the 
groups  play  a  key  eco- 
nomic role.  With  foreign 
investment  at  just  $1 
billion  a  year,  the  govern- 
ment in  debt,  and  Russia's 
capital  markets  too  illiquid 
to  tap,  the  groups  are  chan- 
neling capital,  technology, 
and  new  management  into 
enterprises  sorely  in  need  of 
restructuring. 

red  DIRECTORS.  Many  ob- 
servers see  the  Russian-style 
zaibatsu  as  potential  engines 
for  spurring  an  economic  revi- 
val. Since  Yeltsin  launched  his 
reforms  on  Jan.  2,  1992,  Rus- 
sia's gross  domestic  product 
has  plunged  19%,  with  indus- 
trial production  falling  40%>. 
While  the  decline  is  still  seri- 
ous in  industries  such  as  ma- 
chine building,  many  believe 
the  economy  has  hit  bottom 
and  could  grow  next  year. 

Much  depends  on  attract- 
ing investment  to  boost  pro- 
duction rather  than  allowing 
it  to  be  siphoned  off  by  cor- 
rupt managers.  Indeed,  a  ma- 
jor debate  is  heating  up  about  so-called 
Red  Directors,  Communist-era  managers 
who  bought  shares  at  low  prices  and 
held  onto  their  jobs  when  their 
enterprises  were  privatized  in  1992-93. 

have  been  bleeding  their  compa- 
nies        efusing  to  pay  workers.  But 
de  shareholders  build  up  con- 
takes,  they  are  pushing  to  oust 
the  old  bosses. 

Poi  '  Oneximbank  is  waging  a 
l>ui'i:'  against  the  Red  Direc- 

m  wants  to  oust  General  Di- 
re ti  i     natoly  Filatov,  60,  and  other 


top  managers  of  giant  Norilsk  Nickel, 
which  Oneximbank  acquired  in  a  loans- 
for-shares  deal  in  December.  Potanin 
says  the  managers  allowed  $1  billion  in 
debts  to  accumulate,  even  as  pretax 
profits  doubled,  to  $1.16  billion,  in  1995. 

Potanin,  a  former  Soviet  bank  offi- 
cial, is  no  angel  himself.  In  an  auction 
that  the  bank  itself  ran,  Oneximbank 
offered  a  $170  million  loan  for  a  38% 
stake  in  Norilsk.  Another  bank,  Rossis- 
kiye  Kredit,  complained  bitterly  that 
Oneximbank  refused  to  consider  its  bid 
for  twice  as  much  because 
it  arrived  20  minutes  after 
the  deadline. 

Nevertheless,  Potanin 

Three 
Scenarios  for 
post-Election 
Russia 


ZYUGANOV 


THE  REDS  COME  BACK 

Communist  Party  leader  Gennady  Zyuganov  is  elected 
President  but  is  pushed  aside  by  hard-line  leftists.  Lim- 
ited renationalization  begins,  while  big  state  spending 
hikes  inflation.  Political  reform  takes  a  step  backward 
as  economic  progress  made  in  1994-95  is  wiped  out. 
Conglomerates  survive  but  are  harassed. 

YELTSIN  WIN  SPURS  ECONOMY  FORWARD 

President  Boris  Yeltsin  wins  reelection  and  uses  his 
mandate  to  renew  economic-reform  efforts.  The  econo- 
my begins  growing  by  3%  to  4%  in  1997.  Conglomer- 
ates thrive  and  evolve,  sooner  than  expected,  into  true 
transnational  corporations  with  global  clout. 


RUSSIA  MUDDLES  THROUGH 

Either  Zyuganov  or  Yeltsin  wins,  but  the  vote  is  so  split 
that  economic  reform  is  held  in  check.  Progress  is  made 

in  fits  and  starts,  jerking  between  state  bailouts  and 
monetary  discipline.  Inflation  stays  low,  but  the  econo- 
my doesn't  grow,  either.  Conglomerates  still  do  well, 
thanks  to  their  close  ties  to  state  bureaucrats. 

DATA:  RENAISSANCE  CAPITAL  GROUP.  BUSINESS  WEEK 

has  big  plans  for  Norilsk.  He  wants  to 
put  together'  a  $1  billion  syndicated  loan 
to  modernize  the  company,  which  was 
built  in  the  1930s  above  the  Arctic  Cir- 
cle. Although  Norilsk  is  already  a  global 
metals  player,  Potanin  thinks  he  can  re- 
tool it  to  make  it  even  better — and  an 
example  for  the  rest  of  his  group.  Since 
bringing  together  cash-rich  former  So- 
viet trade  associations  to  create  Onexim- 
bank in  1993,  Potanin  has  bought  30 
companies.  His  goal  is  to  build  a  group 
that  will  trade  goods  and  resources  in 
global  markets.  "You're  seeing  the  be- 


ginning of  Russian  transnational  co 
panies,"  he  says. 

If  Potanin  wins  his  fight  with  N 
ilsk's  management,  it  will  mark  a  tm 
ing  point  for  Russia:  The  new  elite  of 
nanciers  will  have  gathered  enou 
strength  to  curb  long-entrenched  indi 
trial  managers.  But  the  Red  Direct( 
aren't  giving  up  easily.  In  some  indi 
tries,  they  have  created  their  own  cc 
glomerates,  with  the  backing  of  key  i 
ures  in  Yeltsin's  government.  Fii 
Deputy  Prime  Minister  Oleg  N.  Sosl 
vets — Yeltsin's  campai 
manager — is  behind 
group  linking  14  met 
plants  and  institute 
most  of  which  are  losi 
money.  Soskovets  wai 
Yeltsin  to  boost  subsid 
and  protection  for  Ri 
sian  industry. 

Russia's  econon 
landscape  will  thus  pc 
uncomfortable  choices 
next  president.  Rusi 
watchers  see  both  dark  a 
bright  possibilities.  If  Zyuj 
nov  is  elected  and  gets  pull 
to  the  left,  Russia  could  plun 
into  chaos.  The  renationali: 
tion  of  property  could  lead 
civil  war,  some  observers  wa 
WESTERN  MODELS.  Yet  there 
also  an  optimistic  view.  If  Ye 
sin  wins,  he  could  push  for 
faster  industrial  shakeup,  op 
trade,  and  a  better  investm< 
climate.  That  could  attrs 
some  of  the  more  than  $80  I 
lion  Russians  have  bank 
overseas.  Russia's  econoi 
could  take  off  at  a  3%-4%  cl 
The  hope  of  less  sangui 
observers  is  that  Russia  v 
continue  to  muddle  through 
effort  to  develop  free  marke 
This  could  happen  if  eith 
Yeltsin  or  Zyuganov  wins  t 
presidency  and  adopts  a  « 
trist  course.  Then  Russia  woi 
zigzag  between  reform  and  ] 
trenchment — just  as  it  has  since  199! 

Russia  is  developing  its  own  versi 
of  capitalism,  and  conglomerates  are,  : 
now,  leading  the  way.  Unless  a  Comn 
nist  backlash  sets  in,  they  will  eventu 
ly  try  to  model  themselves  after  We 
em  and  Japanese  groups  like  Sieme; 
Mitsubishi,  and  United  Technology 
Potanin's  Oneximbank  is  the  beginnii 
Now,  as  ever,  Russia's  future  depends 
who  wins  the  battle  for  its  wealth  a 
what  the  victors  make  of  it. 

By  Peter  Galuszka  in  Moscow  a 
Rose  Brady  in  New  York 
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Your  business  car? 

spend  years  a 

trying  to  figure  out 

intranet. 


a  few  minutes  with 
someone  who      :     ■  ■- 


already  has. 


The  intranet.  Everyone's  talking  about  it,  but  few  are  taking 
advantage  of  it.  Whether  you're  talking  business-to- 
business,  or  business-to-consumer,  Sun  can  show  you 
the  opportunities  associated  with  the  intranet,  and  then 
provide  you  with  the  products,  service  and  support  to  help  you  implement 
those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra"  servers  and  key  industry  partnerships,  to  the 

revolutionary  Java""  technology,  and  SunScreen'"  and  Solstice"  FireWall-T"  security  products. 
^^S^^     CT«  mjmjm      S°  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  After  all,  we're 


^Sj^  [J  1/%/ J  §/  ^e  mtranet  experts-we  helped  invent  it.  For  more  information  about  Sun  or  busrness 
the  network  is  the  computer-     solutions  already  in  place,  contact  us  at  http://www.sun.com  or  1-800-786-0785,  Ext.  370. 
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EDITED  BY  STANLEY  REED 


IS  THIS  THE  MAN  TO  TOPPLE 
MEXICO'S  RULING  PARTY? 


In  early  March,  Mexico's  National  Action  Party  (pan)  chose  a 
respected  33-year-old  lawyer  and  former  congressman,  Fe- 
lipe Calderon  Hinojosa,  as  its  president.  The  pan's  choice  of 
a  young,  energetic  leader  can  only  mean  one  thing:  After 
more  than  a  year  of  economic  woes,  Mexico's  political  arena  is 
likely  to  heat  up. 

During  its  50-year  history,  the  pro-business  pan  has  been 
dogged  by  a  reputation  for  collaborating  with  the  Institutional 
Revolutionary  Party  (pri).  But  now,  Mexico's  leading  opposition 
party  sees  a  chance  to  break  the  PRl's  more 
than  six-decades-old  grip  on  power.  After  taking 
over  the  pan,  Calderon  showed  his  intention  to 
play  hardball,  saying  he  would  continue  to  boy- 
cott the  political-reform  talks  with  the  pri  until 
the  ruling  party  stops  its  electoral  shenanigans. 
"We  wanted  to  give  a  very  clear  signal  against 
the  double-talk  of  the  government,"  he  says. 

Calderon,  who  despite  his  youth  is  a  longtime 
senior  pan  official,  inherits  a  political  base  that 
has  grown  fast  during  the  past  two  years  of 
turmoil.  The  party  controls  all  of  the  major 
cities  except  the  capital  and  4  of  the  32  state- 
houses,  pan  elected  officials  already  govern  some 
30%  of  Mexicans  at  the  state  or  local  levels. 
Now,  Calderon  will  try  to  orchestrate  the  leap  to 
national  power  by  gaining  a  congressional  ma- 
jority in  August,  1997.  Then  he'll  run  the  party's 
presidential  campaign  in  2000,  though  he's  un-  ~ 
likely  to  be  the  candidate.  "There's  a  great  probability  we'll  win 
the  presidential  vote,"  Calderon  confidently  predicts. 
"VERY  SERIOUS  BLOW."  In  the  meantime,  Calderon's  aggres- 
sive approach  is  likely  to  add  to  the  problems  of  President 
Ernesto  Zedillo  Ponce  de  Leon.  The  shaky  Zedillo  has  al- 
ready made  economic  concessions  to  nationalists  that  would 
have  been  unthinkable  to  his  predecessor,  Carlos  Salinas 
de  Gortari.  Just  recently  he  moved  to  restrict  foreign  own- 
ership of  privatized  petrochemical  plants.  He  also  promised 


YOUTHFUL:  Calderon  (left) 


that  only  Mexican  firms  will  be  allowed  to  manage  the  p 
vate  pension  funds  the  government  wants  to  launch. 

Calderon  couldn't  ask  for  a  better  moment  to  begin 
quest.  The  government  predicts  a  3%  first-quarter  slide 
the  economy  after  last  year's  6.9%  drop.  That  weakness  an< 
stream  of  revelations  about  corruption  in  the  Salinas  admir 
tration  have  Mexicans  clamoring  for  change.  Labor,  farme 
and  Big  Business  are  no  longer  the  reliable  pri  backers  th 
once  were.  "Without  a  doubt,  the  economic  crisis  was  a  very 
rious  blow"  to  the  party's  credibility,  admits  i 
President  Santiago  Onate  Laborde. 
DEATH  THREATS.  With  the  pri  flounderii 
Calderon  plans  tc  broaden  the  pan's  appeal 
deemphasizing  its  Catholic  and  conservati 
roots,  focusing  instead  on  democratic  gove: 
ment  and  social  justice  Calderon's  youth  all 
may  be  useful  in  attracting  new  members  ii 
country  where  the  average  age  is  just  19. 

Considered  one  of  the  pan's  more  libe 
figures,  Calderon  doesn't  stray  from  the  p; 
ty's  free-market  stance.  He  wants  to  open 
the  financial  industry  to  foreign  competition 
cut  borrowing  costs.  He  is  in  favor  of  t 
North  American  Free  Trade  Agreement  I 
faults  Zedillo  and  Salinas  for  not  enforei 
its  terms  as  toughly  as  the  U.S.  "We  belie 
in  sticking  with  a  free-market  economy,  I 
with  rules  that  guarantee  social  justice  a 
tolerance,"  he  says. 

Although  quite  sanguine,  Calderon  knows  the  pri  rema: 
a  formidable  adversary.  He  says  that  hotel  and  restaurs 
owners  in  Cancun  who  support  the  pan  received  dea 
threats.  He  also  reports  that  Big  Business  is  quietly  c< 
tributing  money  but  is  still  reluctant  to  give  public  suppo 
Competing  against  the  pri's  well-oiled,  superfmanced  electo 
machinery  will  still  be  difficult.  But  it  is  no  longer  impossit 

By  Geri  Smith  in  Cane 


GLOBAL  WRAPUP 


WILL  GERMANY  STIFF  AIRBUS? 

►  Germany's  soaring  $41  billion  budget 
deficit  is  finally  forcing  Bonn  to  make 
-some  rough  decisions.  The  latest  vic- 
tim: Europe's  Airbus  Industrie  consor- 
tium. Germany  says  it  will  freeze  all 
subsidies  to  it  until  France  agrees  to 
open  up  Airbus'  finances  by  turning  it 
into  a  conventional  corporation.  It  is 
now      /-called  economic  interest 
group  whose  finances  are  opaque. 

The  German  move  puts  in  question 
Airbus'  ambitious  planjs  to  build  a  su- 
perjumbo  of  500  to  600  seats  that  would 


compete  with  a  stretched  Boeing  747. 
To  get  the  giant  plane  off  the  ground, 
Airbus  will  need  $3  billion  in  subsi- 
dies— mainly  from  taxpayers  in  Ger- 
many and  France.  But  Norbert  Lam- 
mert,  the  German  government's  point 
man  on  aerospace,  says  endlessly  bank- 
rolling an  organization  that  is  not  run 
like  a  business  "doesn't  make  sense." 

DIGGING  IN  AT  FRANCE  TELECOMP 

►  A  bitter  confrontation  with  unions 
is  looming  over  a  government  plan  to 
privatize  France  Telecom.  The  tele- 
phone monopoly's  workers  are  threat- 


ening to  strike  on  Mar.  29 — when 
European  leaders  convene  their  intei 
governmental  conference  in  Turin. 
The  French  government  wants  to  sel 
off  49%  of  the  company  but  can't  get 
the  workers'  approval.  The  unions 
aren't  impressed  by  promises  that 
workers  would  keep  their  civil  servic 
status  and  guaranteed  jobs.  They  fea 
that  such  deals  wouldn't  be  honored 
after  privatization.  Once  again,  poli- 
tics is  preventing  France  from  mak- 
ing the  hard  choices  needed  to  keep 
pace  in  an  increasingly  competitive 
environment. 
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The  Only  Place  You'll  See  "Boring"  In  This  Automobile 

Is  In  The  Kearview  Mirror. 


•  IS-UTCR,  J  lll-in  iRSfPOlVER,  V-6  INGINl 
■ 

•  Anti-Lock  Bk  iki.vc  System  IABSi 
i 


eri  is  an  assumption  that  .i  luxurious  automobile 
must  also  be  .1  boring  one.  [0  disprove  this  notion,  we're  intro- 
ducing an  exciting  new  flagship,  the  Acura  3.5RL. 

Naturally,  its  extraordinarily  quiet  interior  is  appointed 
with  an  Acura /Bose'  8-speaker  CD  system,*  Automatic  Climate 


This  power,  however,  does  not  come  at  the  expense  of  a 
smooth  ride. Thanks  to  a  4 -wheel,  double-wishbone,  geometri- 
cally enhanced  suspension,  and  the  longest  wheelbase  in  its  class, 
the  RL  has  the  ability  to  tame  corners  and  smooth  the  road. 

There  are  hundreds  of  other  details  that  make  the  RL 


Control  System,  burled  wood1  and  astonishingly  soft  leather. 

But  never  before  has  luxury  found  such  an  exhilarating 
outlet.  Its  3.5-liter  V-6  engine  churns  out  210  horsepower  and 
the  most  torque  in  its  class.  That  means,  unlike  many  luxury 
cars,  the  RL  delivers  its  power  immediately  upon  request. 


extraordinary.  Among  them,  hydraulic  engine  mounts  and 
energy-absorbing  seat  springs  to  reduce  vibration.  And  one 
more  wed  like  to  mention:  a  holder  for  your  sunglasses.  It's 
above  the  rearview  mirror.  The  one  you'll  glance  into  as  you  put 
a  comfortable  distance  between  you  and  a  humdrum  existence. 


Careful, 
The  Edges  Are  Share 


'HEN  thf  engineers  at  Acura  were  t( ild  to  design 
something  "cutting  edge,"  they  took  the  words  quite  literally. 

The  result  may  very  well  be  the  most  exciting  luxury 
sports  coupe  to  date.  The  new  Acura  2.2CL. 

Consider  its  sweeping  profile,  its  aggressive  stance, 


its  racing  heritage.  The  4-vvheel  double-wishbone  suspension 
on  impressive  16-inch  alloy  wheels  and  tires  delivers  a  smooth 
ride  while  holding  the  road  like  a  loved  one. 

In  the  roomy  yet  intimate  cabin,  you'll  find  the  look 
of  rich  wood  trim,  an  Automatic  Climate  Control  System,  a 


the  subtle  crease  that  bisects  this  car  from  the  grille  to  its 
sculpted  trunk  -  which,  thanks  to  a  unique  security  system,  is 
not  marred  by  so  much  as  a  keyhole.  But  naturally,  the  beauty 
of  the  Acura  CL  goes  far  deeper  than  its  striking  body. 

A  responsive,  2.2-liter  VTEC  engine  belts  out  a  tribute  to 


power  moonroof  and  a  six-speaker  CD  sound  system. 

Designed,  engineered  and  built  in  America,  the  Acura  CL 
manages  to  be  something  that  is  increasingly  rare  in  the  field 
ot  luxury  spurts  coupes:  an  automobile  that  does  not  just  cut 
through  the  wind,  it  cuts  through  the  clutter. 


ForThose  Who, 
Given  The  Choice  Between  Luxury  And  Performance, 

Would  Choose  Both. 


'he  entire  Acura  line  stands  as  proof  that  an  automobile 
can  successfully  combine  the  comfort  of  luxury  with  the 
enjoyment  of  driving.  Plus,  each  Acura  is  backed  by  our  Total 
Luxury  Care  "  program-a  comprehensive  collection  of  roadside 
assistance  and  related  privileges,  such  as  concierge  services. 


This,  combined  with  inherent  reliability  and  quality,  may 
help  explain  why  Acura,  for  each  of  the  last  nine  years,  has  been 
the  best-selling  luxury  import  in  America. 

If  you  haven't  driven  an  Acura,  we  suggest  vou  do  so  soon. 
Which  one?  Now,  there's  a  tough  decision. 


The  New  Family  Of  Acura  Automobiles. 


Antra  3.5RL 


Acura  TL  Series 


Acura  2.2CL 


Acura  Integra 


The  Acura  3.5RL,  our  elegant,  new  top-of-the-Iine  flagship,  proves  that  luxury  doesn't  have  to  be  boring.  With 
its  3.5-liter,  210-horsepower  engine,  the  RL  is  responsive  and  smooth,  with  all  the  features  of  a  true  world-class 
luxury  sedan:  Automatic  Climate  Control  System,  power  moonroof,  Traction  Control  System  (TCS)*  heated 
leather  seats  with  two-position  memory,  rich  wood  trim  and  a  powerful  S-speaker  audio  system  with  CD 
changer.  The  3.5RL  priced  about  $40,000.T  See  your  Acura  dealer  for  final  pricing. 


The  TL  Series  is  the  embodiment  of  touring  luxury.  The  3.2TL  sports  luxury  sedan  comes  with  a  3.2-liter, 
200-horsepowcr  V-6.  The  2.5TL  sedan  is  powered  bv  a  2.5-liter,  176-horsepower,  inline  five-cylinder  engine. 
Both  come  with  leather-appointed*  interior,  power  moonroof  and  the  look  of  rich  wood,  in  addition  to  ABS, 
Automatic  Climate  Control  System,  8-speaker  CD  sound  system  and  8-way  power  driver's  seat.  The  2.5TL 
priced  from  528,450.'  The  3.2TL  priced  from  $32,950.+ 


A  new  member  to  the  Acura  family,  the  Acura  2.2CL  luxury  sports  coupe  is  the  first  Acura  to  be  designed, 
engineered  and  manufactured  in  America.  It  comes  standard  with  a  2.2-liter,  145-horsepower,  VTEC  engine, 
Automatic  Climate  Control  System,  power  windows  and  door  locks,  a  keyless  entry  system  with  integrated 
theft-deterrent  system,  a  6 -way  power  driver's  seat,  a  power  glass  moonroof  and  a  CD  audio  system.  The  2.2CL 
priced  about  S22,500.T  See  your  Acura  dealer  for  final  pricing. 


The  Integra  experience  can  be  summed  up  in  one  word:  fun.  Perhaps  that's  why  the  entire  Integra  line  made 
this  year's  Car  and  Driver's  "Ten  Best"  list."  Available  as  either  a  Sports  Coupe  or  a  Sports  Sedan,  each  offers 
an  astonishing  array  ot  trim  levels.  But  all  models  feature  power  windows,  AM/FM  stereo/cassette  audio 
system,  dual  air  bags,  low-profile  projector  headlights,  independent  4-wheel  double-wishbone  suspension  and 
4-wheel  disc  brakes.  The  Integra  RS  Sports  Coupe  priced  from  $16,1007 


Acura  NSX-T 


Heralded  in  automotive  circles  as  the  best  sports  car  ever  made,  the  NSX  is  our  most  exotic  ottering.  It  features 
a  lightweight  aluminum  construction,  a  racing-inspired  double-wishbone  suspension  and  a  270-horsepower, 
24-valve,  3.0  liter,  VTEC  engine.  But  performance  is  never  at  the  expense  of  comfort. The  NSX  and  NSX-T  (with 
open  top)  both  offer  a  leather-appointed  cabin,  Automatic  Climate  Control  System,  an  Acura/Bose*  sound 
system  and  power  everything.  The  NSX  priced  from  $79,500:  NSX-T  priced  from  $83,500! 


Acura  SLX 


The  Acura  SLX  is  a  rugged  4-wheel-drive,  sport  luxury  vehicle,  with  all  the  refinement  of  an  Acura.  It's  the 
most  civilized  way  to  leave  civilization.  The  SLX  offers  true  sport-utility  features,  like  engine  power  and  high- 
riding  visibility.  But  it  also  offers  such  luxury  amenities  as  power  windows  and  door  locks,  retractable  power 
side  mirrors,  shift-on-the-fly  four-wheel  drive,  dual  air  bags,  ABS,  an  Acura  Music  System,  heated  leather  seats* 
wood-grained  trinTand  a  huge  safari-sized  power  moonroof.* The  SLX  priced  from  $33,900: 


For  more  Information,  Call  1-800-TO-ACUFA 

Standard  on  moa  Premium  Package.  1 MSRP  excluding  destination  charges,  tax,  license,  title  and  options.  Pricing  for  RL  and  CL  not  finalized  at  time  of  printing.  ^Standard  on  3.2TL 

base  model  and  m<  ih  Premium  Package.  Dealer  price  may  vary.  "Car  ,ind  Driver,  January  1996.  ©1996  Acura  Division  of  American  Honda  Motor  Co.,  Inc.  Acura,  NSX,  RL,  SLX, 

TL,  CL  and  Integra  au  marks  of  Honda  Motor  Co.,  Ltd.  VTEC  is  a  trademark  of  Honda  Motor  Co.,  Ltd.  Total  Luxury  Girt-™  is  a  trademark  of  Acura.  Bose'  is  a  registered  trademark 

of  Bose  Corporation.  G  .  by  patent  rights  issued  and/or  pending.  Dolby  is  a  registered  trademark  of  Dolby  Laboratories.  Dynamic  Noise  Reduction'  is  a  registered  trademark  of 

National  Semiconductor  rt  tit  n  Please  [read  Lightly!  ™  on  public  and  private  land.  Make  an  intelligent  decision.  Buckle  up.  Printed  in  U.S.A.  2/96. 
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iTEVE  WYNN'S 
ULL  HOUSE 

)vies,  fast  food-you  name  it,  he's  bet  on  it 


n  the  high-stakes  Las  Vegas  world 
of  $10,000  baccarat  hands  and  $30 
million  credit,  no  one  wagers  more 
than  Stephen  A.  Wynn.  The  son  of  a 
lpulsive  gambler,  Wynn  blew  into 
n  three  decades  ago  with  $45,000  in 
ily  money.  Today,  after  wagering  $1 
on  that  he  could  redefine  Sin  City  by 
iding  gambling  and  unprecedented 
5,  the  54-year-old  chauman  of  Mirage 
sorts  Inc.  is  the  high-profile  head  of 
it  may  be  the  most  powerful  compa- 
in  the  casino  industry, 
jess  well  known  are  the  unlikely 
;-es  Mirage's  boss  is  laying  his  bets 
3e  days — on  entrepreneurs,  takeover 
gets,  and  distressed  companies, 
rking  a  network  of  bankers,  show- 
iness  figures,  and  corporate  biggies, 

casino  king  has  invested  in  interac- 
;  companies,  movie  studios,  and  res- 
rants — and  along  the  way,  he  has 
i  both  winners  and  losers  (table), 
nn  shrugs  off  the  idea  that  playing 

market  is  his  way  of  playing  the 
Is.  "It's  hardly  gambling,  and  there's 
real  strategy  here,"  he  says.  "If  I'm 
ting,  I'm  betting  on  good  people  with 
d  ideas." 

)D  TUNES.  Personal  connections  figure 

many  of  his  deals.  Take  Activision 

.  Back  in  1983,  Wynn  was  sweet-talk- 
Dallas  high-rollers  at  the  Cattle 

*on's  Ball  when  he  was  buttonholed 

Robert  A.  Kotick,  a  20-year-old  stu- 

it  bent  on  launching 

omputer-game  com- 

ly.  Intrigued — Wynn 

s  he  initially  viewed 

tick  as  "a  potential 

-in-law" — Wynn  flew 

tick  to  New  York  on 
corporate  jet  and 

und     up  sinking 

!5,000  into  his  start- 
That  company 

)ped,  but  Wynn  has 

;  $1.55  million  into  a 

cessor  and  now  owns 

irly  7%  of  Kotick's 


turn  to  Zork  and 
Radical  Rex.  His 
stake  is  worth  $13.5 
million — and  that's  af- 
ter he  unloaded  $8.2 
million  worth  of  stock 
last  fall. 

Wynn  has  been  a 
far  from  passive  in- 
vestor, says  Kotick. 
When  Kotick's  first 
company  was  making 
games  for  Warner 
Communications  Inc.'s 
Atari  Games  unit, 
Wynn  arranged  for 
the  young  entrepren- 
eur to  have  dinner 
with  Warner  Chair- 
man Steve  Ross,  who 
was  in  Vegas  for  an 
electronics-industry 
trade  show.  More  re- 
cently, he  arranged 
for  Kotick  to  pitch 
game  ideas  to  Steven  HIT  ME:  Wynn  likes  to  invest  in  the  ventures  of  friends, 
Spielberg  and  Arnold  Steven  Spielberg  and  Jeffrey  Katzenberg  among  them 
Schwarzenegger. 


Wynn  first  met  Larry  Flax,  the  co- 
founder  of  California  Pizza  Kitchen  Inc., 
at  a  Los  Angeles  fund-raiser  in  1988 
because  Wynn  had  known  Flax's  date, 
crooner  Wayne  Newton's  ex-wife,  for 
years.  After  a  second  meeting,  Wynn 
paid  $250,000  for  1%  of  the  gourmet 


WHAT  WYNN  HAS  BEEN  WAGERING  ON 


ACTIVISION  Invests  $1.55  million  for  1.43  million  shares  in  series  of 
private  placements,  1993-94.  In  September,  1995,  sells  431,940 
shares  for  $8.2  million.  Including  options,  holds  1  million  shares  worth 
$13.5  million. 

CALIFORNIA  PIZZA  KITCHEN  Paid  $250,000  for  1%  stake  in  1988. 
Current  value  estimated  at  $2  million. 

DMX  Acquires  5.3  million  shares  for  $12.7  million  in  1994  and  1995. 
Present  value:  $11.3  million. 

REPUBLIC  PICTURES  Purchases  321,000  shares  in  1992-93  for  aver- 
age of  $9.23  a  share.  Blockbuster's  Spelling  Entertainment  buys  com- 
pany within  a  year  for  $13  a  share.  Wynn's  profit:  $1,210,170 


pizza  chain.  When  PepsiCo  Inc.  bought 
half  of  the  company  four  years  later, 
his  stake  was  valued  at  $1.4  million, 
and  it  has  since  jumped  to  an  estimat- 
ed $2  million. 

Wynn  says  he  invested  in  DMX  Inc. — 
a  satellite-delivered  music  service  that's 
30%-owned  by  cable  gi- 
ant Tele-Communica- 
tions Inc. — because  it 
was  started  by  the  for- 
mer manager  of  singer 
Kenny  Rogers,  a  long- 
time friend.  Wynn, 
whose  11.4%  stake  is 
worth  some  $11.3  mil- 
lion, sits  on  dmx's 
board.  And  Wynn  paid 
$50,000  for  5%  of  Dive!, 
a  gourmet  submarine 
shop  in  Vegas  backed 
by  Spielberg  and  Jef- 


tivision,  the  maker  of    frev  Katzenberg,  be- 
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WHALES 


If!   CO  HO 


Is  fishing  at  Waterfall  Resort,  Alaska 

Business  or  Pleasure? 


< 


o 


The  Decision  is  Good  for  Business 
and  a  Pleasure  to  Make. 

Ford  Dealers  Assn.  of  Southern  California  For  the  last 
13  years,  Waterfall  Resort  has  been  our  incentive  /  business 
destination  of  choice.  Our  benefits  include  not  only 
improved  sales  results,  but  the  Waterfall  experience 
itself  helps  build  a  camaraderie  unlike  any  other  travel 
destination  we  have  used.         -  Paul  F.  Leader,  Chairman 

Imperial  Bank  Waterfall  is  an  exceptional  resort  simply 
because  it  all  works  so  well.  It  is,  by  far,  the  best  managed 
resort  in  Alaska.  We  look  forward  to  our 
annual  return  this  year  as  we  have  for 
the  past  decade. 

-  Norm  Creighton,  President  and  CEO 


Name 


Tear  this  page  out 
and  fax  it  to  Waterfall 
(907-225-8530)  and 
receive  our  special 
resort  video,  hosted 
\  Mcvnber  of  Alaska's  Inside  Pis.sage 

Resi  „ ,s    by  Steve  Garvey 

email:  aipr@ix.netcom.com  •  internet:  http://www.virtualcities.com 
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of  his  biggest  losses — he  won't  say 
'  much — investing  on  his  own  behalf 
h  another  Milken  client,  Saul  P. 
nberg's  Reliance  Capital,  which  ven- 
>d  first  into  insurance  and  then  into 
nish-language  TV  stations.  "We  made 
t  of  money  with  the  insurance  com- 
y,"  he  recalls.  "But  they  got  into  TV 
¥— bye-bye." 

Lynn's  zeal  for  the  deal  was  undi- 
ished.  In  1992  and  1993,  he  person- 
bought  9.5%  of  Republic  Pictures 
•p.,  and  when  Blockbuster  Enter- 
.ment  Corp.  took  over  Republic  in 
1993,  he  made  $1.2  million.  Wynn, 
)  bought  nearly  half  his  shares  on 
■gin,  claims  he  didn't  know  a  buyout 
coming — that  he  bought  in  because 
mblic  was  run  by  a  son-in-law  of 
;as  investor  Jerome  D.  Mack.  "This 
i  a  kid  we  used  to  see  at  Passover," 
says,  "and  it  sounded  like  he  was 
ning  a  good  company."  But  Steven 
iks,  Republic's  executive  vice-presi- 
t  at  the  time,  says  "everyone  knew 
either  needed  investors  or  to  get 
ght." 

IDY  SYSTEM.  Deciding  when  to  hold 
when  to  fold  is  the  test  of  a  gam- 

and  the  Republic  deal  is  but  one 
mple  of  Wynn's  knack.  He  sold  one- 
d  of  his  Activision  holdings  on  Sept. 
1995 — the  day  after  the  stock  hit 
52- week  high  and  just  before  it  tum- 
3  26%  as  a  spate  of  bad  news  hit 
industry.  Wynn  says  he  decided  to 
some  of  his  shares  when  they  hit  20. 
Vynn's  investments  frequently  inter- 
I  with  Mirage  business.  Mirage  pays 
c  $60,000  a  year  to  provide  music  for 
four  casinos.  And  Wynn's  investment 
California  Pizza  Kitchen  was  condi- 
led  on  the  chain's  letting  Mirage  fran- 
;e  any  Vegas  outlets.  The  chain's  busi- 
restaurant — with  $7  million  a  year  in 
enues — operates  inside  the  Mirage, 
,r  the  famed  white  tiger  exhibit. 
)n  Mirage's  behalf,  Wynn  keeps  bet- 
l  on  gaming.  Impressed  by  Circus 
cus  Enterprises'  new  management, 
•age  quietly  bought  up  nearly  5%  of 
rival  last  spring  and  has  gained  a 
f  $33  million.  Now  the  company  is 
nding  $500  million  on  a  glitzy  casino 
Atlantic  City  and  $1.3  billion  on  the 
>n  glitzier  Bellagio — complete  with  a 
acre  lake — in  Las  Vegas. 
?or  his  personal  portfolio,  the  casino 
g  is  thinking  real  estate  these  days. 
>ng  with  the  likes  of  Milken  and  Ru- 
t  Murdoch,  he's  a  partner  in  hnv  Ac- 
sition  lp,  which  last  year  paid  nearly 
10  million  for  Heron  International,  a 
ubled  British  firm  that  owns  commer- 
l  real  estate  throughout  Europe.  And 
n  there's  a  trailer  park  somewhere  in 
w  England.  "Just  a  buddy  of  mine 
o  needed  some  money,"  says  Wynn. 

By  Ronald  Grover  in  Los  Angeles 


APPAREL 


LEVI'S  VS. 

THE  DRESS  CODE 

Its  stealth  campaign  is  redefining  business  wear 


Last  summer,  Charles  Schwab  & 
Co.  decided  to  take  its  broker- 
next-door  image  a  step  further 
and  do  something  nice  for  em- 
ployees at  the  same  time.  Its  dresses- 
and-suits-dress  code  was  relaxed  to  in- 
clude casual  attire  as  well.  But  when 
workers  started  showing  up  in  the  of- 
fice wearing  everything  from  sweat 
suits  to  torn  jeans,  Schwab  knew  it 
needed  help.  So  it  called  in  another 
San  Francisco  company,  Levi  Strauss  & 
Co.,  for  a  little  fashion  advice. 

What  it  got  was  a  lot 
more  than  advice.  The 
world's  largest  branded- 
apparel  maker  sent 
over  some  snazzy 
brochures  showing 
how  dress  could  be  ca- 
sual without  being 
sloppy.  It  provided  lists 
of  other  companies  that 
had  successfully  shed 
traditional  attire  and 
studies  that  showed 
how  the  apparel  shift 
had  improved  workers 
productivity  and  morale 
Levi's  dispatched  a  video  that  it 
produced  on  the  subject  of  casual  busi- 
ness wear,  which  Schwab  played  in  its 
cafeteria  and  at  meetings.  "People  asked 
whether  we  were  pushing  Levi's  mer- 
chandise," recalls  Julius  James,  a  hu- 
man-resource director. 
TlELESS.  They  weren't  doing  that,  ex- 
actly, but  a  sales  message  was  carried 
into  the  corporate  corridors  nonetheless. 
Schwab  is  just  one  of  many  stops  in  an 
elaborate  and  stealthy  marketing  cam- 
paign in  which  the  jeans  giant  influences 
its  customers  through  their  employers. 
Over  the  past  three  years,  Levi's  has 
visited  or  advised  more  than  22,000  cor- 
porations in  the  U.  S.,  including  IBM, 
Nynex,  and  Aetna  Life  &  Casualty.  The 
apparel  maker  recognized  early  on  that, 
once  freed  from  the  uniform  of  a  coat 
and  tie,  many  workers  had  no  idea  how 
to  dress  for  the  office.  Who  better  to 
provide  some  helpful  advice  than  Levi's? 


TRADING  PINSTRIPES 
FOR  JEANS 


90  '91  '92 
BILLIONS  OF  DOLLARS 

DATA:  NPD  GROUP, 
COMPANY  REPORTS 


And 


The  campaign,  which  has  cost  Levi's 
only  $5  million  so  far,  has  ranged  from 
putting  on  fashion  shows  featuring  the 
company's  clothing  to  manning  a  toll- 
free  number  for  employers  who  have 
questions  about  casual  business  wear 
to  holding  seminars  for  human-resource 
directors.  But  Levi's  keeps  the  sales 
message  subtle  and  packages  it  with 
information  and  services  that  compa- 
nies want:  It  is  concerned  that  employ- 
ers might  resist  outright  product  pitch- 
es on  their  premises.  Levi's  started  the 
effort  in  late  1992, 
when  it  commissioned 
a  study  to  document 
the  trend  to  casual  of- 
fice duds.  That  done,  it 
mailed  a  newsletter  to 
65,000  human-resource 
managers.  Last  year,  it 
made  the  video  that 
Schwab  received,  which 
so  far  has  been  sent  to 
7,000  other  companies. 
Levi's  effort  "is  very 
unusual,"  says  Peter  W. 
Harding  of  retail  consul- 
tants Kurt  Salmon  Associates. 
"It's  trying  to  create  a  dress  code 
for  dress-down  wear." 

The  effort  is  still  at  full  throttle. 
Levi's  has  built  an  extensive  database 
of  corporate  workers  and  human-re- 
source contacts.  Last  fall,  it  mailed 
postcards  to  25,000  companies  in  the 
Philadelphia  area  inviting  employees 
to  a  runway  fashion  show  at  a  mall 
where  it  had  just  opened  a  Dockers 
shop.  The  event  drew  400  people  and 
helped  make  the  store  a  top-performing 
new  shop.  In  1994,  employees  of 
Nationwide  Insurance  were  treated  to 
a  fashion  show  at  their  Columbus 
(Ohio)  headquarters.  Levi's  plans  to 
add  more  on-site  fashion  shows  this 
year.  The  New  England  Employee 
Benefits  Council,  a  professional  group, 
recently  let  Levi's  make  a  presenta- 
tion at  one  of  its  meetings  in  Boston  to 
help  members  craft  policies  that  give 
employees  more  freedom  in  dress  while 
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maintaining  acceptable  office  standards. 

At  many  events,  attendees  leave  their 
names  and  addresses — which  are  fed 
into  Levi's  database.  "It's  a  very  good 
marketing  ploy,"  says  Lea  P.  Davies,  a 
human-resource  director  at  Nynex.  "It 
helps  Levi's  and  gives  us  good  prac- 
tices for  how  to  dress." 

Levi's  was  lucky:  The  casual-dress 
trend  clearly  favors  its  business.  But  it 
was  also  smart.  By  catching  the  wave 
early  and  proselytizing  aggressively, 
Levi's  has  helped  create  momentum.  As 
a  result,  75%  of  businesses  now  allow 
workers  to  dress  casually  at 
least  once  a  week,  up  from  37% 
in  1992,  according  to  Levi's  re- 
search. The  apparel  maker  fig- 
ures that  this  translates  into  5 
million  individuals  with  20  million 
additional  uses  for  casual  cloth- 
ing a  week.  That  could  mean  an 
additional  11  million  articles  of 
clothing  for  Levi's  to  sell  every 
year.  So  far,  it  appears  to  be  get- 
ting a  healthy  share  of  the  in- 
crease. At  a  time  when  most  of 
the  apparel  industry  is  languish- 
ing, Levi's  earned  $734.7  million, 
up  32%,  on  record  sales  of  $6.7 
billion,  up  10%,  in  1995.  "We  did 
not  create  casual  business  wear," 
explains  Daniel  M.  Chew,  Levi's 
consumer  marketing  director  for 
North  America.  "What  we  did 
was  identify  a  trend  and  see  a 
business  opportunity." 
GRUMPY  SUITS.  Now,  Levi's  is 
taking  its  war  against  tradition- 
al work  wear  global.  In  late 
March,  it  was  preparing  to 
launch  an  $8  million  marketing 
campaign  dubbed  "The  Mission." 
An  irreverent  32-page  adver- 
tisement will  run  in  newspapers 
and  be  handed  out  on  street  cor- 
ners in  London,  New  York,  CASUAL 
Manila,  Milan,  and  10  other 
cities.  It  portrays  briefcases  as  " 
enemies  and  men  in  suits  as  grumpy.  A 
tongue-in-cheek  "Guide  to  Casual  Sci- 
ence" states  that  dress-down  clothes 
can  have  a  positive  effect  on  things 
ranging  from  divorce  to  dandruff.  On 
the  subject  of  fertility,  for  instance, 
Levi's  advises:  "Effective  sperm  can 
only  be  produced  in  the  kind  of  calm 
and  comfortable  environment  created 
by  a  pair  of  casual  pants."  Says  James 
H.  Capon,  president  of  Levi's  Dockers 
brand:  "We  don't  want  to  offend.  But 
that  doesn't  mean  we  can't  at  times  be 
a  little  bit  provocative." 

To  kick  off  the  promotion,  Levi's 
hired  actors  to  stage  mock  demonstra- 
linst  conservative  attire.  On 


Mar.  22  about  100  men  dressed  in  suits 
were  scheduled  to  parade  outside  stock 
exchanges  and  elsewhere  in  financial 
districts  around  the  world,  cut  their 
ties,  strip  down  to  their  boxers,  and 
put  on  khakis.  "Levi's  is  capitalizing  on 
its  brand  name  and  teaching  men  how 
they  should  look,"  says  retail  analyst 
Janet  J.  Kloppenburg  at  Robertson, 
Stephens  &  Co.  "They  certainly  get 
market  share  from  this." 

The  demand  for  more  relaxed  busi- 
ness attire  and  Levi's  success  at  tak- 
ing its  fashion  advice  to  workers 


BUT  not  SLOPPY:  At  a  seminar  in  Bosh 
human-resource  managers  sport  Levi's  garb 


through  employers  haven't  been  lost  on 
the  rest  of  the  apparel  industry.  Eddie 
Bauer,  which  since  1994  has  opened  15 
new  stores  that  cater  specifically  to  the 
casual-business-wear  trend,  will  soon  of- 
fer its  own  guide  to  workplace  dress, 
joining  apparel  manufacturers  such  as 
Haggar  Corp.  Target  Stores,  the  na- 
tion's third-largest  discounter,  began 
selling  a  video  on  casual  clothing  tips 
last  September.  And  Gap  Inc.,  which  is 
dressing  up  khakis  with  sport  coats  and 
ties  in  its  Banana  Republic  outlets,  says 
it  will  soon  begin  marketing  its  busi- 
ness wear  ideas  directly  to  companies. 
"Levi's  was  certainly  out  there  earlier 
and  stronger  than  a  lot  of  people,"  says 


Gap  Chief  Financial  Officer  Warren  : 
Hashagen  Jr.  "But  any  time  people  g 
a  better  understanding  of  casual  we: 
we  benefit." 

IN  TATTERS.  And  then,  of  course,  the: 
are  the  folks  who  don't  benefit.  Make 
and  sellers  of  tailored  clothing  ha1 
recently  endured  some  of  their  wor 
seasons  ever — as  consumers  buy  few 
suits  and  dresses.  For  many  comp 
nies,  including  Today's  Man,  Edis< 
Brothers,  and  Plaid  Clothing  Grou 
the  trend  has  translated  into  ban 
ruptcy.  In  1995,  22  men's  clothii 
stores  went  out  of  business 
Chicago  alone,  further  dama 
ing  the  market  with  a  flood 
cheap  suits.  Some  blame  Levi 
at  least  in  part.  "Levi  Strau 
led  the  assault  for  very  selfii 
purposes,"  says  H.  Gene  Silve 
berg,  president  of  Bigsy 
Kruthers  Inc.,  a  tailored-clot 
ing  retailer.  "But  you  have 
blame  the  balance  of  the  indu 
try  for  not  standing  up  to  it." 

And  it  looks  as  if  Levi's  w 
continue  the  assault.  This  sui 
mer,  it  is  introducing  Slates,  i 
first  new  brand  since  its  $1  b 
lion-dollar  Dockers  line  w; 
launched  a  decade  ago.  The  ne 
line  of  men's  dress  pants 
Levi's  attempt  to  dress  up — ai 
expand — the  definition  of  casu 
business  wear.  Levi's  is  all 
sprucing  up  women's  Docker 
which  has  been  a  weak  sister 
the  men's  business.  Meanwhil 
the  blitz  of  Corporate  Ameri< 
continues.  Levi's  recently  se: 
letters  to  employees,  mostly  h 
man-resource  managers, 
12,500  U.  S.  companies,  invitii 
them  to  visit  a  Dockers  shop  f 
in-store  fashion  shows  and  sen 
n,  nars.  Takers  receive  a  free  Doc 
ers  outfit,  and  Levi's  gets  st 
"  more  names  to  add  to  its  cu 
tomer  database. 

And  Levi's  campaign  seems  to  I 
making  headway  even  in  the  land 
the  ubiquitous  blue  suit.  In  Japa 
where  Dockers  was  recently  introduce 
a  newspaper  ad  offering  executives  i: 
formation  on  casual  business  wear  quic 
ly  generated  more  than  1,000  request 
"Our  goal  is  to  take  a  leadership  pos 
tion  in  casual  business  wear  in  th 
country  and  around  the  world,"  sai 
Levi's  Chew.  No  trend  lasts  forever,  bi 
as  long  as  workers  prefer  muted  pla 
to  starched  white,  Levi's  may  actual 
get  its  way. 

By  Linda  Himelstein  in  San  Frm 
cisco,  with  Nancy  Walser  in  Boston 
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BOB  DOLE  S 
OIL-PATCH  PALS 

Links  to  Koch  Industries  may  prove  embarrassing 


4 


When  Senator  Bob  Dole  is  de- 
clared the  Republican  nominee 
for  President  at  the  GOP  con- 
vention in  San  Diego  this  sum- 
mer, two  wealthy  Kansas  oilmen  almost 
certainly  will  be  in  the  wings  joining  in 
the  applause.  They  are  the  brothers 
Charles  G.  and  David  Koch  (pronounced 
"coke"),  who  together  control  about  80% 
of  Wichita-based  Koch  Industries  Inc. 
Koch's  $25  billion-plus  in  annual  rev- 
enues make  it  the  nation's  second- 
largest  privately  held  corporation  and 
the  biggest  independent  oil  company. 

The  relationship  between  fellow 
Kansan  Dole  and  this  secre- 
tive oil  dynasty  couldn't  be 
tighter.  David  Koch,  who  was 
the  Libertarian  Party's  can- 
didate for  Vice-President  in 
1980,  is  a  vice-chairman  of 
Dole's  '96  campaign,  and  the 
Koch  family  ranks  as  his 
third-largest  financial  backer. 
From  1979  to  1994,  the 
Kochs  contributed  $245,000 
to  Dole's  campaign  and  po- 
litical causes,  according  to  a 
recent  study  by  the  Center 
for  Public  Integrity,  a  Wash- 
ington political  watchdog 
group.  More  recently,  Feder- 
al Election  Commission  re- 
ports show  that  Koch  em- 
ployees donated  $16,500  to  Dole's 
Presidential  campaign  in  1995.  And  just 
last  July,  David  Koch  hosted  a  birth- 
day party  for  Dole  that  raised  $150,000 
for  the  senator's  White  House  bid. 
STIFLED.  Dole,  for  his  part,  has  used 
the  power  and  prestige  of  his  office  to 
help  Koch  when  the  company  has  gotten 
r  iubie  with  federal  authorities.  Some 
ton  observers  feel  his  ties  with 
the  1  ■•any  could  become  a  liability, 
mucii  :-  Hill  Clinton's  Arkansas  busi- 
ness dt  lin  ;s  have  dogged  him.  As  the 
Democrv.  t<  p  up  their  attacks  on  Dole 
and  indepi  ndent  Ross  Perot  stirs  up 
voter  anger  against  the  Washington 
buddy  system,  the  Doie-Koch  link  could 


haunt  the  candidate  in  November. 

Koch  has  had  a  history  of  nan-ins  with 
the  Justice  Dept.  and  other  federal  agen- 
cies. In  1989,  a  special  congressional 
committee  looked  into  charges  that  Koch 
had  routinely  removed  more  oil  from 
storage  tanks  on  Indian  tribal  lands  in 
Oklahoma  and  other  states  than  it  had 
paid  for.  Dole  tried  to  influence  the  Sen- 
ate committee  to  soft-pedal  the  probe. 
Nevertheless,  after  a  yearlong  investi- 
gation, the  committee  said  in  its  final 
report,  "Koch  Oil,  the  largest  purchaser 
of  Indian  oil  in  the  country,  is  the  most 
dramatic  example  of  an  oil  company 
stealing  by  deliberate 
mismeasurement  and 
fraudulent  reporting." 
The  report  triggered  a 
grand  jury  probe.  The 
inquiry  was  dropped  in 
March,  1992,  which  pro- 

WILLIAM  KOCH 


Bill  Koch's  lawsuits  against  brothers 
Charles  and  David  focus  on  alleged  thefts  of  oil  from 
Indian  lands-the  subject  of  a  probe  Dole  may  have 
tried  to  soft-pedal  ■ 


voked  outrage  by  con- 
gressional investigators. 

Then  in  April,  1995, 
the  Justice  Dept.  filed  a 
$55  million  civil  suit 
against  Koch  for  caus- 
ing more  than  300  oil 
spills  over  a  five-year 
period.  Dole  and  other 
Senators,  however,  sponsored  a  bill  now 
awaiting  action  in  Congress  that  crit- 
ics charge  would  help  Koch  defend  itself 
against  the  oil-spill  charges. 

According  to  legal  sources,  Justice  is 
now  seriously  considering  expanding  the 
suit  into  a  criminal  case.  And  the  agency 
is  taking  steps  to  link  the  oil-spill  action 


CHARLES  KOCH 

with  a  1989  suit  that  also  i 
volved  alleged  oil  thefts  1 
Koch.  That  action  was  fill 
in  federal  court  in  Tulsa  1 
William  I.  Koch,  a  disaffecti 
brother  of  Charles  and  Davi 
and  is  still  pending.  The  fe 
eral  government  is  seekir 
the  records  of  the  Senate 
investigation  and  is  obtaining  evidenc 
much  of  it  previously  under  seal,  fro 
the  William  Koch  suit.  That  evidence 
said  to  be  similar  to  that  presented  1 
the  Senate  committee,  according 
sources  and  court  records. 

Even  though  the  five-year  statute 
limitations  has  rim  out  on  the  grand  jui 
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be  of  the  oil-theft  charges,  legal 
rces  say  the  government's  ultimate 
I  is  to  use  evidence  in  the  two  actions 
istablish  that  Koch  has  engaged  in  a 
ad  pattern  of  criminal  behavior.  The 
tice  Dept.  declined  to  comment. 
Coch  Chief  Legal  Officer  Donald  L. 
des  denies  that  Koch  Industries  ever 
petrated  an  oil-theft  scheme.  And  he 
tends  that  the  "government's  own 
a  reflect  that  Koch's  oil-spill  record  is 
erior  to  [that  of]  most  oil  companies." 
lesponding  to  questions  from  busi- 
is  week,  Dole  Press  Secretary  C. 
rkson  Hine  Jr.  said:  "Senator  Dole 
ply  joined  three  other  senators,  on 
ipartisan  basis,  in  expressing  appro- 
ite  and  legitimate  concerns  in  an  ef- 
i  to  ensure  fair  treatment  by  a  Senate 

imittee  of  a  Kansas  employer  

ir  characterization  of  the  nature  of 
office's  role  in  this  matter  is  absurd." 
Coch's  troubles  with  the  government 
re  triggered  in  1987  by  an  Arizona 
mblic  series  on  lax  government  mon- 
■ing  of  possible  thefts  of  oil  and  oth- 
minerals  from  Indian-owned  lands. 


The  articles  piqued  the  interest  of  then- 
Senator  Dennis  DeConcini  of  Arizona, 
the  Democrat  who  headed  the  Select 
Senate  Committee  on  Indian  Affairs. 
DeConcini  convened  hearings  on  Koch  in 
May,  1989. 

During  the  same  period,  William  Koch 
was  engaged  in  a  nasty  legal  battle 
against  Koch  Industries  and  his  brothers 
Charles  and  David.  In  pursuing  a  se- 
ries of  lawsuits,  William  claimed  to  have 
found  evidence  that  Koch  Industries  oil- 
field personnel,  under  orders  from  man- 
agement in  Wichita,  made  a  practice  of 
taking  more  oil  from  producers'  storage 
tanks,  including  those  on  federal  and  In- 
dian lands,  than  they  actually  paid  for. 

Armed  with  these  reports,  the  Indian 
Affairs  panel  foimed  a  special  investi- 
gations subgroup  in  January,  1988,  to 
study  the  charges.  Evidence  suggested 
that  gaugers,  the  oil-field  hands  who 
measure  and  take  delivery  of  oil  col- 
lected in  tanks,  had  fudged  tempera- 
ture, specific  gravity,  and  other  volume- 
related  measurements  in  favor  of  Koch 
Industries.  For  instance,  in  a  sworn 


COZY:  From  1979  to  199k,  Dole  got 
$2^5,000  in  donations  from  the  Kochs 


1988  statement,  Bill  Kirton,  a  former 
Koch  gauger  and  superintendent  in 
Texas,  declared:  "If  someone  was  watch- 
ing, we  were  instructed  to  get  one-half 
inch,  but  if  no  one  were  watching  then 
to  get  two  or  three  inches,  or  whatever 
you  could  get."  In  "one  or  two  meet- 
ings," Chairman  Charles  Koch  himself 
"urged  us  to  be  over"  rather  than  short 
oil,  Kirton  testified. 

Donald  Cordes  insists  that  inexperi- 
enced gaugers  and  other  workers  hired 
in  Texas  during  the  early  1980s  oil-boom 
days  were  responsible  for  the  vast  ma- 
jority of  any  discrepancies.  "We  had  to 
hire  a  lot  of  people  with  no  experi- 
ence  Maybe  there  was  a  failure  in 

the  incentive  system."  He  says  Kirton's 
statement  was  "absolutely  false"  and 
Kirton  was  "fired  for  cause."  Kirton 
could  not  be  reached  for  comment. 

After  examining  records  of  some  30 
oil  companies  and  hearing  testimony 
from  28  former  Koch  employees  and  su- 
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Government 


pervisors,  investigators  conclud- 
ed that  Koch  was  the  only  oil 
company  routinely  stealing  oil. 
The  committee's  final  report  as- 
serted that  more  than  $30  mil- 
lion worth  of  oil  had  been  ille- 
gally obtained  from  Indian 
lands.  Koch's  Cordes  claims  the 
Senate  testimony  was  "loaded 
with  fabrication,  false  state- 
ments, and  perjured  testimony." 
PRESSURE?  Two  weeks  after  the 
special  committee's  hearings  be- 
gan, William  Koch  weighed  in 
with  his  lawsuit  against  the 
company,  filed  in  Tulsa  under 
the  1986  False  Claims  or 
"whistleblower"  Act,  charging  it 
with  cheating  oil  and  gas  royal- 
ty owners  and  producers  on  fed- 
eral and  Indian  lands.  Roy  M. 
Bell,  William  Koch's  attorney, 
stated  in  court  proceedings  that 
the  value  of  the  allegedly  stolen 
oil  and  gas  plus  fines  and  treble 
damages  would  total  in  excess 
of  $600  million  for  royalty  own- 
ers alone. 

The  most  controversial — and 
murky — part  of  Dole's  relation- 
ship with  Koch  is  allegations 


THE  KOCH-DOLE  CONNECTION 


Triggered  by  a  series  of  stories  in  the 
Arizona  Republic,  the  Senate  Committee 
on  Indian  Affairs,  chaired  by  Dennis 
DeConcini,  begins  hearings  on  alleged  oi 
theft  by  Koch  Industries.  Allegations  are 
later  referred  to  the  U.S.  Attorney  in 
Oklahoma  City  for  criminal  investigation. 

MAY,  1989  William  Koch  files  suit  in 
Tulsa  against  Koch  Industries,  also 
alleging  theft  of  oil  by  Koch. 

MARCH,  1990  In  a  speech  to  the 
Senate,  Dole  defends  Koch  industries. 

MARCH,  1992  The  crimina 


investigation 


SENATOR 
DeCONCINI 


paigns,  including  that  of  Nick 
a  protege  of  Bob  Dole.  Fr 
Apr.  19,  1991,  through  Nov. 
1992,  David  Koch  and  the  K< 
Industries  political  action  cc 
mittee  together  contribul 
$7,000  to  Nickles'  campaign  v 
chest.  Around  the  same  tir 
Nickles  sponsored  Timothy 
Leonard,  an  old  friend  of  Ni 
les,  for  the  post  of  U.  S.  Att 
ney  in  Oklahoma  City,  a  j 
Leonard  assumed  in  Octob 
1989.  When  the  Senate  comn 
tee  probing  the  oil-theft  charj 
was  referred  to  the  U.  S.  Att 
ney's  office  in  Oklahoma  Ci 
which  convened  a  rare  s 
cial  grand  jury,  Leora 
took  over  the  case. 

Initially,  questions  w< 
raised  in  the  U.  S.  att 
ney's  office  about  whetl 
Leonard  should  recuse  hi 
self  because  Koch  Industi 
purchased  oil  from  wells 
which  Leonard  and  his  fa 
ily  had  royalty  interes 
documents  show.  In  a  Mar. 
1991,  letter  to  Leonard,  th< 
Deputy     Attorney  Gene 


that  Dole  attempted  to  influ-    ?Vjhen-U.S:  Attorney^  William  P.  Ban-  granted  hiir 


ence  the  investigation  on  sev 
eral  occasions.  According 
to  sources  familiar  with 
the  Senate  probe,  Dole's 
aides,  in  meetings  on  Capi- 
tol Hill,  including  at  least 
one  in  his  office,  put  pres- 
sure on  the  subcommit- 
tee staff  to  blunt  the 
probe. 

In  two  letters  to  DeConcini 
in  late  1989,  as  the  final  report 
was  being  prepared,  Kansas 
Senators  Dole  and  Nancy  L. 
Kassebaum  and  Oklahoma  Sen- 
ator Don  Nickles,  all  Republi- 
cans, as  well  as  former  Okla- 
homa Senator  David  L.  Boren,  a 
Democrat,  challenged  the  "reliability" 
of  testimony  given  before  the  special 
committee.  The  following  March,  two 
weeks  fter  the  committee  was  dis- 
banded complained  on  the  Senate 
floor  th.  panel  had  rushed  to  judg- 
ment in  tl  [voch  investigation.  Noting 
that  he  w;  speaking  for  Kassebaum, 
Boren,  and  kles  as  well,  Dole  said  he 
had  "very  l  con  rns  about  some  of 
the  evidence  >n  hieh  the  special  com- 
mittee was  oasi  s>-  its  findings."  De- 
scribing the  S<  investigation  as 
"McCarthyism,"  Cord  ays:  "We  were 
the  objects  of  political  •!  ullduggery." 

In  August,  1989,  in  the  wake  of  the 


APRIL,  199S  The  Justice  Dept.  sues  Koch  for  $55 
million  in  damages,  alleging  illegal 
discharge  of  2.3  million  gallons  of 
oil  in  315  incidents  over  five 
years. 

APRIL,  1995  Provision  added  to 
Dole's  regulatory  reform  bill  that 
environmentalists  say  could  help 
Koch  Industries  defend  against  the 
Justice  lawsuit. 


CLEANING  UP  A 

TEXAS  OIL  SPILL  

The  Justice  Dept.  is  said  to 

consider  expanding  the  environmental  civil  suit  into 
a  criminal  case. 

DATA:  BUSINESS  WEEK 


Senate  healings  and  William  Koch's  law- 
suit, senior  Koch  executives  met  to  draft 
a  plan  designed  to  improve  the  compa- 
ny's image  nationally — but  particularly 
in  Oklahoma,  documents  show.  Top  offi- 
cials were  assigned  to  cozy  up  to  the 
state's  most  influential  citizens,  including 
oil-industry  leaders  and  politicians. 

Spearheaded  by  Ron  Howell,  Koch's 
director  of  state  affairs  for  Oklahoma, 
this  drive  was  the  first  in  a  string  of 
events  that  may  have  culminated  in  the 
dropping  of  the  government's  investi- 
gation of  the  oil-theft  charges.  Howell, 
then  a  Republican  district  leader,  great- 
ly expanded  the  company's  contributions 
to  charitable  causes  and  political  cam- 


waiver  to  participate  in  the  ca 
stating  that  the  amount  Leons 
received — which  is  deleted  in  1 
copy  of  the  letter  that  was  mi 
public — were  not  large  enou 
to  create  a  conflict.  But  soi 
question  that  decision.  Says  "W 
ter  F.  Timpone,  a  Morristo1 
(N.J.)  attorney  who  until  li: 
headed  the  public  corruption  u 
at  the  U.  S.  Attorney's  office 
Newark:  "It's  unusual  for  a  U 
attorney  to  ask  for  a  waiver 
conflict  rules,  and  most  U.  S. 
torneys  recuse  themselves 
avoid  even  the  question  of 
appearance  of  impropriety." 
In  March,  1992,  after  an  18-month 
vestigation,  the  U.  S.  Attorney's  off 
terminated  the  grand  jury  probe  a 
informed  Koch  it  anticipated  no  indi 
ments.  There  is  no  evidence  tr 
Leonard's  office  was  pressured  into  m; 
ing  its  decision.  But  people  involved 
the  Senate  investigation  are  still  ups 
Says  DeConcini,  who  retired  from  t 
Senate  in  January,  1995:  "I  was  si 
prised  and  disappointed.  Our  evider 
was  so  strong.  Our  investigation  w 
some  of  the  finest  work  the  Senate  h 
ever  done.  There  was  an  overwhelmi 
case  against  Koch."  As  the  grand  ju 
investigation  was  winding  down,  Nick! 
sponsored  Leonard  for  a  federal  judg 
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"SAS  software  is  a  driving  force 
in  understanding  business  data." 


When  you're  the  largest  independent 
retailer  of  gasoline  in  the  U.S.,  with 
over  2500  stores  and  annual  sales 
topping  $3.5  billion,  one  small  change 
in  fuel  prices  can  have  a  big  impact 
on  the  bottom  line.  That's  why 
Circle  K  Corporation's  Petroleum 
Products  and  Services  Division 
turns  to  the  SAS  System. 

"Its  analytical  capabilities,  ease 
of  use,  and  ability  to  handle  large 
amounts  of  data  put  it  above  and 
beyond  other  software,"  says  Mary 
Niles,  Petroleum  Systems  Analyst 
for  the  division. 

Fitting  Circle  Ks  Information 
Needs  to  the  Letter 

Circle  K's  business  analysts  say 
SAS  software  has  meant  tremendous 
time  savings  in  day-to-day  business 
tasks.  According  to  Dianne  Hurley. 
Director  of  Petroleum  Pricing  and 
Ordering  for  the  division,  "SAS  soft- 
ware lets  us  forge  forward  with  our 
data,  enabling  us  to  create  pricing 
models,  volume  predictors,  and 
budgets  in  record  time.  This,  in 
turn,  lets  us  make  decisions  much 
more  quickly." 

Data  regarding  gasoline  pricing 
is  gathered  into  GMARD — short 
for  Gasoline  Marketing  Analysis 
Relational  Database — a  system  built 
with  SAS  software.  From  there,  the 
data  is  transformed  into  meaningful 
business  information  for  executives 
throughout  the  Petroleum  Products 
and  Services  Division.  Niles  says, 


Dianne  Hurley  and  Mary  Niles  of  the  Circle  K  Corporation. 


"The  software  lets  us  easily  add  other 
applications  and  functionality."  Now 
in  development  is  a  SAS-based  EIS 
for  non-technical  executives.  "It's  a 
big  goal  of  ours  to  provide  executive 
information  systems  that  allow  people 
at  the  top  to  quickly  and  easily  view 
data  and  make  good  business  decisions. 
To  them,  a  picture  is  worth  a  thousand 
words,"  adds  Hurley. 

Call  Now  For  Your  Free 
Executive  Summary 

The  Executive  Summary  will  tell 
you  more  about  the  SAS  System 
and  its  strategic  advantages  for 
your  company. 


Just  give  SAS  Institute  a  call 
at  919.677.8200  or  send  us 
E-mail  at  bw@sas.sas.eom 


SAS  is  a  registered  trademark  cif  SAS  Institute  Inc. 
Copyright  ©  1996  by  SAS  Institute  Inc. 


ship.  He  was  nominated  by  President 
Bush  in  November,  1991,  and  confirmed 
by  the  Senate  the  following  August. 

In  a  rare  interview  for  a  sitting  fed- 
eral judge,  Leonard  said  there  was 
"never  direct  or  indirect  pressure 
brought  to  bear  on  me  on  any  investi- 
gation when  I  was  in  office  "  He 

added  that  "there  was  not  enough  evi- 
dence ...  to  return  indictments  or  con- 
tinue the  investigation."  Nickles  says 
he  was  "not  even  aware  that  the  U.  S. 
Attorney's  office  was  involved  in  a  crim- 
inal investigation  of  Koch.  I  never  had  a 
conversation  with  Leonard  about  it."  In 
a  Mar.  13  letter  to  business 

week  that  said  the  maga-  a  pending  Dole  bill  may  limit  Koch 


thefts  allegedly  took  place.  In  1990,  the 
Osage  issued  a  statement  exonerating 
Koch  Industries  partly  based  on  state- 
ments from  the  Bureau  of  Indian  Af- 
fairs, which  found  no  thefts.  But  the 
tribe  repudiated  its  original  position  after 
receiving  evidence  that  it  had  been 
duped — specifically,  sworn  statements 
from  former  Koch  employees  that  de- 
scribed in  vivid  detail  allegedly  fraudu- 
lent practices  with  full  knowledge  of  and 
encouragement  by  Koch  officials.  Charles 
0.  Tillman  Jr.,  principal  chief  of  the  Os- 
age tribe,  wrote  in  a  Nov.  29,  1994,  let- 
ter to  Senator  John  McCain  (R-Ariz.),  a 


zine  was  considering  pub 

^SSTSStE  Industries'  liability  in  a  lawsuit  over 

31 5  oil  spills  in  six  states 


charges  about  Koch  Indus 
tries,"  Cordes  said:  "There 
was  not  one  scintilla  of  evi- 
dence that  any  pressures 
were  brought  to  bear  on  the  U.  S.  At- 
torney's office  or  the  grand  jury." 
"SILENT  OBSERVER."  Throughout  the 
Senate  inquiry  and  criminal  investiga- 
tion, William  Koch's  litigation  remained 
active.  He  strengthened  his  case  by 
winning  over  the  Osage  tribe  in  Okla- 
homa, on  whose  land  some  of  the  oil 


member  of  the  investigative  committee: 
"We  are  left  with  the  inescapable  con- 
clusion that  the  Bureau  of  Indian  Af- 
fairs was  more  concerned  with  putting  a 
lid  on  your  committee's  findings  than  in 
providing  us  with  the  truth."  Adds  Stan- 
lee  Ann  Mattingly,  an  Osage  activist: 
"We  just  want  to  finally  get  to  the  bot- 


tom of  the  truth."  Retorts  Cordes:  "T 
Osage  tribe  is  as  political  as  it  can  be 
While  William  Koch's  litigation  wou 
its  way  through  the  courts  during  t 
early  1990s,  the  U.  S.  government  t 
came  a  "silent  observer"  in  the  case,  s 
cording  to  Tulsa  court  records.  By  la 
1995,  the  feds  were  "certainly  taking 
more  active  interest  in  the  case,"  Justi 
Dept.  attorney  Gregory  H.  Gust  stated 
court  hearings.  Last  Jan.  18,  he  pe 
tioned  the  Tulsa  court  to  allow  the  gc 
ernment  to  obtain  discovery  mater 
from  the  litigation.  Over  the  strong  c 
jections  of  Koch  Industries,  a  fedei 
magistrate  ordered  the  ir 
terial  released  to  the  govei 
ment  as  well  as  the  parti 
in  the  suit. 

One  reason  for  Washir 
ton's  interest  appears  to 
the  environmental  lawsi 
against  Koch  Industries  fil 
by  the  Justice  in  April,  1995,  at  the  I 
hest  of  the  Environmental  Protecti 
Agency  and  the  U.  S.  Coast  Guard.  It 
leges  that  since  1990,  Koch  discharg 
2.3  million  gallons  of  oil  from  its  pipelin 
into  the  waters  of  six  states  in  315  se 
arate  incidents.  A  law-enforceme 
source  says  the  suit  touches  on  only 
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Put  our  toll-free 
service  to  work. 

Give  your  small  business  the  edge. 

Sprint's  Toil-Free  Service  is  the  easy,  inexpensive  way 
to  give  your  small  business  big  business  clout.  It's  how 
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with  a  company  offering  a  toll-free  number. 
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tion  of  the  spills  and 
iping  by  Koch.  While  no 
le  spill  is  huge,  incidents 
ide  29  in  Kansas  and  a 
dful  in  Russell,  Kan., 
;'s  hometown, 
fevertheless,  in  early 
>,  Dole  took  steps  that 
help  Koch  defend  itself, 
le  Dole  was  preparing  to 
ounce  his  candidacy  in 
y  1995,  he  proposed  the 
lprehensive  Regulatory 
Mm  Act  of  1995.  The  leg- 
ion, which  Dole  said  was 
gned  to  rein  in  the  fed- 
bureaucracy,  was  draft- 
it  Dole's  request  by  C. 
den  Gray,  chief  counsel 
he  Bush  White  House 
now  chairman  of  Citi-  ~ 
i  for  a  Sound  Economy,  a  conserva- 
think  tank.  Koch  Industries  was  an 
y  backer  of  the  CSE  and  has  given 
e  than  $7.9  million  to  it.  David  Koch 
ed  as  CSE  chairman  in  1992  and  is 
•ently  chairman  of  cse's  research 
idation.  Dole's  Better  America  Foun- 
on  gave  $50,000  to  CSE  last  May.  In 
•1995,  after  critics  charged  that  the 
idation  was  merely  a  campaign  fund 
er  than  a  think  tank.  Dole  disbanded 
id  returned  $4.6  million  to  donors,  til- 
ing about  $98,300  to  Koch. 


OSAGE  ACTIVIST  MATTINGLY:  "We  just  want  the  truth' 


Months  before  the  legislation  was  in- 
troduced in  early  February,  1995,  say 
sources,  Koch  learned  that  it  could  be- 
come a  target  of  an  environmental  law- 
suit. Koch  and  the  Justice  Dept.  met  in 
Dallas  in  mid-February  to  discuss  the 
impending  suit.  In  early  April,  1995,  the 
draft  bill  was  amended  with  a  provision 
that  critics  charge  would  allow  compa- 
nies facing  such  suits  to  defend  them- 
selves by  citing  conflicting  federal  regu- 
lations to  prove  that  regulations  had  not 
been  enforced  uniformly.  "Koch  could  be 


a  potential  beneficiary  if  the 
bill  is  enacted  into  law,"  says 
David  Hawkins,  a  senior  at- 
torney at  the  Natural  Re- 
sources Defense  Council. 

Cordes  insists  that  other 
companies,  not  Koch,  lobbied 
for  the  measure  and  that  it 
wouldn't  help  Koch  in  its 
environmental  suit.  Dole 
spokesman  Hine  says  the 
provision  was  added  to  the 
bill  by  another  senator — Kay 
Bailey  Hutchison  (R-Tex.), 
other  Senate  staffers  say. 
"Dole  had  nothing  to  do  with 
it,"  Hine  says.  While  Dole 
may  not  have  introduced  the 
language  himself,  his  staff 
took  an  active  role  in  over- 
seeing  the  bill's  overhaul. 
"Dole's  staff  vetted  the  bill.  It's  hard  to 
believe  that  anything  was  put  in  the  bill 
without  Dole's  knowledge,"  says  Richard 
Gold,  a  Washington  environmental  lawyer 
involved  in  the  legislation.  The  bill  is  still 
high  on  Dole's  agenda. 

Whatever  the  case,  it's  a  good  bet 
that  as  Dole  pushes  toward  the  White 
House,  Democrats  will  be  looking  very 
carefully  at  his  multifaceted  ties  with 
his  wealthy  home-state  benefactor. 

By  Phillip  L.  Zweig  in  Wichita  and 
Michael  Schroeder  in  Washington 
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SO  SHALL 
MONSANTO  REAP? 

Its  biotech  bet  must  pay  off  big  to  pay  off  at  all 


For  more  than  15  years  now,  exec- 
utives at  Monsanto  Co.  have  trum- 
peted the  huge  gains  they  expect 
to  make — someday — in  the  poten- 
tially vast  market  for  genetically  engi- 
neered agricultural  products.  Defying 
skeptics  from  Wichita  to  Wall  Street, 
the  St.  Louis-based  chemical  giant  has 
outspent  rivals  such  as  DuPont,  Ciba- 
Geigy,  and  Pioneer  Hi-Bred  Interna- 
tional to  develop  biotech-altered  seeds 
and  pesticides  aimed  at  reducing  farm- 
ers' costs  and  enhancing  crops. 

Now,  with  its  biotech  research  tab 
topping  $1.5  billion,  Monsanto  is  about 
to  find  out  if  its  bet  will  pay  off.  Under- 
new  ceo  Robert  B.  Shapiro,  who  suc- 
ceeded longtime  chief  Richard  J.  Ma- 
honey  early  last  year,  Monsanto  is  gear- 
ing up  to  snare  the  lion's  share  of  what 
could  be  a  $4  billion  annual  market  for 
biotech-enhanced  agricultural  products. 
This  spring,  Monsanto  rolls  out  its  first 
products — from  potatoes  and  cotton  that 
grow  without  pesticides  to  altered  toma- 
toes that  ripen  slowly.  "There's  no  doubt 
that  genetically  modified  crops  are  going 
to  play  an  important  part  in  this  com- 
pany's future,"  says  Shapiro. 

Wall  Street  is  cheering  their  arrival. 
Buoyed  by  last  year's  strong  perfor- 
mance— income  rose  20%,  to  $739  mil- 
lion, on  sales  up  19%,  to  $9  billion — 
Monsanto's  stock  has  doubled,  to  158,  in 
12  months.  The  rise  also  stems  from  ex- 
pectations that  biotech  products  will  fi- 
nally add  to  the  bottom  line.  "Monsanto's 

It's  in  the  Genes 


This  year,  Monsanto  will 
start  rolling  out  its 
ambitious  lineup  of 
gene  tically  engineered 
agricultural  products, 
such  as  seeds  for  cotton, 
soybeans,  and  potatoes 


earnings  driver  in  the  coming  years  will 
be  its  agricultural  biotech  products," 
says  Ian  Rogers  of  Strong  Capital  Man- 
agement, which  owns  500,000  shares. 

While  that  moment  is  at  hand,  some 
are  quietly  wondering  whether  Mon- 
santo will  ever  grab  enough  market 
share  to  justify  its  huge  expenditures. 
The  company's  costly  and  controversial 
first  foray  into  genetically  engineered 
products — bst,  the  hormone  that  in- 
creases cows'  milk  production — has  dis- 
appointed. And  as  the  long-awaited 
products  leave  the  labs,  rivals  who  wa- 
gered less  on  biotech  are  entering  the 
market  on  the  cheap  by  teaming  with 
small  biotech  research  houses.  Although 
few  doubt  Monsanto  will  be  a  key  play- 
er if  the  market  takes  off,  analyst  Sano 
M.  Shimoda  of  Bioscience  Securities 
Inc.  in  Orinda,  Calif.,  warns:  "There  is  a 
real  question  of  how  big  the  potential  is 
for  biotech  at  Monsanto  and  whether  it 
will  fall  short  of  their  expectations." 
SWEET  MOVE.  Certainly  those  hopes  run 
high:  Monsanto's  biotech  push  is  deeply 
rooted  in  its  need  for  new  products.  In 
his  12  years  at  the  top,  Mahoney  diver- 
sified Monsanto  away  from  commodities. 
He  bought  drugmaker  G.D.  Searle,  with 
its  lucrative  NutraSweet  artificial  sweet- 
ener, in  1985  and  moved  Monsanto  into 
other  less  cyclical  areas  such  as  food  in- 
gredients and  biotech.  But  Searle's  phar- 
maceutical side  has  struggled:  Although 
it  brings  in  19%  of  sales,  it  adds  just 
11%  in  earnings.  And  in  1992,  the  patent 


on  aspartame,  NutraSweet's  main  : 
gredient,  expired.  In  2000,  Monsant 
U.  S.  patent  on  its  top-selling  product, 
herbicide  called  Roundup,  also  en( 
Roundup  accounts  for  $1.5  billion, 
17%,  of  Monsanto's  revenues  and  an  < 
timated  40%  of  operating  profits  of  $£ 
million,  says  analyst  James  Wilbur 
Smith  Barney  Inc.  Rival  products  a 
almost  certain  to  force  big  price  cuts. 

That  explains  why  Mahoney  long  a 
placed  a  far  heavier  bet  on  biotech  th 
many  competitors.  Now,  it  falls 
Shapiro,  who  was  running  NutraSwe 
when  Monsanto  bought  Searle,  to  ma 
the  move  pay.  By  pouring  funds  intc 
broad  array  of  products,  analysts  Si 
Monsanto  aimed  for  a  dominant  mi 
ket  position  when  biotech  finally  start 
hitting  the  farms.  It  has  concentrat 
on  efforts  to  improve  farmers'  yiel< 
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NEW  CEO  SHAPIRO:  Wall 
Street  is  cheering  his 
strategy 


developing  products  that 
increase  the  resistance  of 
cotton,  potato,  and  wheat 
crops  to  disease  and  bugs. 
It  also  developed  geneti- 
cally altered  seeds  that 
produce  crops  resistant  to 
its  Roundup  weedkiller. 
Such  "Roundup-ready" 
products  should  prolong 
the  life  of  the  profitable 
herbicide.  "While  other 
companies  were  merely 
putting  their  toes  in  the 
water,  Monsanto  dove 
straight  in,"  says  analyst 
Christopher  H.  Willis  of 
Schroder  Wertheim  &  Co. 

But  did  Monsanto  jump 
into  the  right  end  of  the 
pool?  Rival  DuPont  Co.,  by 
contrast,  followed  a  less 
technologically  demanding 
strategy  of  developing  ge- 
netically engineered  seeds 
that  simply  improve  the 
nutritional  value  or  traits 
of  corn  or  soybeans,  at  a 
cost  of  just  $15  million  to 


million  each  year.  "We  believe  that 
f  term,  adding  value  to  harvested 
>s  will  be  more  lucrative  than  lower- 
farmers'  production  costs,"  says 
iert  T.  Giaquinta,  DuPont's  head  of 
echnology  business  development. 
M  RESISTANCE.  That  may  be  the 
iful  lesson  Monsanto  has  learned  with 
irst  stab  at  a  genetically  engineered 
iuct.  The  company  launched  bovine 
latotropin  (bst),  designed  to  boost 
c  production,  with  great  fanfare  in 
y  1994.  But  the  drug — once  touted  by 
loney  as  a  $1  billion-a-year  business — 
1't  caught  on.  Monsanto  has  had  dif- 
Ity  persuading  farmers  to  use  the 
iuct,  which  requires  complicated 
rung.  Continued  consumer  resistance 
also  hurt.  Analysts  estimate  that  bst 
)sing  about  $10  million  annually.  "I 
ild  be  surprised  if  they're  not  out  of 
;  business  by  yearend,"  says  Wilbur, 
lough  Monsanto  chief  economist  A. 
holas  Filippello  declines  comment  on 
s  future,  he  concedes  results  "have 
n  less  than  we  had  hoped." 
ndustry  sources  expect  the  market 
altered  plants  and  seeds  to  hit  less 
stance.  And  Monsanto  is  moving  ag- 
ssively  to  bolster  its  own  biotech 
ngths  with  acquisitions.  Last  June,  it 
ounced  plans  to  spend  $30  million  to 
aire  49.9%  of  Calgene.  The  money- 
tig  company,  based  in  Davis,  Calif., 
struggled  with  efforts  to  introduce 
Flavr  Savr,  a  genetically  engineered 


tomato.  Monsanto  will  share  its  own  sim- 
ilar technology;  just  as  important,  Cal- 
gene has  a  strong  position  in  oilseeds.  In 
January,  Monsanto  also  inked  a  devel- 
opment deal  with  Ecogen  Inc.,  based  in 
Langhorne,  Pa.,  which  is  known  for  its 
research  into  Bacillus  thuringiensis,  or 
so-called  Bt,  a  naturally  occurring  mi- 
croorganism that  attacks  bugs  that  eat 
cotton  and  other  crops.  And  in  February, 
Monsanto  paid  $180  million  for  40%  of 
Dekalb  Genetics  Corp.,  a  $450  million 
seed  and  research  company  in  De  Kalb, 
111.  Together,  the  deals  should  let  Mon- 
santo quickly  introduce  seeds  with  its 
insect-  and  pesticide-resistant  technology. 

But  rivals  are  also  forging  ties  with 
smaller  biotech  companies  to  develop 
their  own  genetically  engineered  prod- 
ucts. A  cross-licensing  agreement  be- 
tween Ciba  Seeds,  a  unit  of  Ciba-Geigy 
and  Mycogen  Corp.,  a  San  Diego-based 
maker  of  biological  pesticides,  will  soon 
allow  Ciba  to  roll  out  insect-resistant 
corn  ahead  of  rivals.  Over  the  past  year, 
both  seedmaker  Pioneer  Hi-Bred  and 
DowElanco,  a  joint  venture  of  Eli  Lilly 
and  Dow  Chemical,  have  also  set  deals 
with  Mycogen.  And  Agrevo,  a  joint  ven- 


■  n  a  remote  laboratory  deep  in  the 
I  heart  of  impoverished,  revolt-torn 
I  Chiapas,  Mexico,  plant  pathologist 
Velitchka  Blagoeva  Nikolaeva  picks  up  a 
papaya  and  points  to  a  thumb-size,  ring- 
shaped  blemish.  "This  ring-spot  virus 
can  destroy  whole  plantations  of  pa- 
paya," she  says,  speaking  Spanish  with  a 
thick  Slavic  accent.  "We're  trying  to 
wipe  it  out." 

Nikolaeva,  a  Bulgarian,  came  to  Chi- 
apas thanks  to  Alfonso  Romo  Garza,  a 
Mexican  cigarette  and  insurance  tycoon 
with  a  passion  for  high-tech  farming. 
Her  job  is  to  genetically  engineer  pa- 
payas for  resistance  to  the  virus.  Cut- 
ting-edge biotechnology  and  multimil- 
lion-dollar research  and  development 
aren't  qualities  often  associated  with 
Mexican  companies.  But  they  are  rapid- 
ly becoming  the  hallmarks  of  Romo, 
who  is  founder,  ceo,  and  majority  own- 
er of  Pulsar  Internacional,  a  holding 
company  with  a  major  presence  in  Mex- 
ico's tobacco,  produce,  packaging,  and 
insurance  businesses.  With  about  $1.8 
billion  in  annual  sales,  Pulsar  is  among 


ture  of  Hoechst  and  Schering-Plough, 
will  soon  roll  out  herbicide-tolerant  rivals 
to  Monsanto's  Roundup-ready  products. 

Will  the  market  have  room  for  all? 
Monsanto's  strengths  will  likely  give  it  a 
large  slice  of  the  initial  pie,  and  Shapiro 
says  it  will  continue  adding  innovative 
products  that  build  on  the  gains  to 
farmers.  But  the  crowd  of  entrants  will 
make  it  far  harder  to  achieve  domi- 
nance, which  could  make  the  expected 
payoff  much  slower  to  arrive.  One 
prominent  Wall  Street  analyst  recently 
asked  Monsanto  Chief  Financial  Officer 
Robert  Hoffman  when  the  company  ex- 
pected to  recoup  its  investment  in 
biotech.  Hoffman's  response:  "I'm  reluc- 
tant to  calculate  breakeven,  for  fear  of 
what  the  answer  would  be."  Even 
Shapiro  concedes  that  it's  too  early  to 
tell  whether  Monsanto  will  "capture  the 
value"  from  its  investments.  "My  best 
guess  is  that  if  we  are  successful  in 
coming  up  with  a  stream  of  products, 
then  we  will  be  able  to,"  he  says.  Mon- 
santo's long-awaited  biotech  payoff  ap- 
pears to  have  arrived.  The  question 
now:  Will  it  be  big  enough? 

By  Ron  Stodghill  II  in  St.  Louis 


the  15  largest  Mexican  companies.  Its 
cigarette  and  seed  unit,  Empresas  La 
Modema,  trades  on  the  New  York  Stock 
Exchange  as  an  American  depositary 
receipt. 

At  a  time  when  many  Mexican  com- 
panies are  still  stuck  in  the  country's 
bitter  recession,  Romo  is  on  the  move. 
Cashing  in  on  his  strong  franchise  in 
Mexico's  cigarette  industry,  Romo  is- 
sued stock  and  debt  to  make  global  bets 
on  businesses  he  thinks  will  pay  off  big. 
"TREMENDOUS  FUTURE."  In  the  past  15 
months,  he  has  spent  more  than  $480 
million  for  control  of  three  seed  and 
biotech  companies,  U.  S.-based  Asgrow 
Seed  Co.  and  Petoseed  and  Dutch  seed 
company  Royal  Sluis,  giving  him  a  22% 
share  of  the  world  vegetable  seed  mar- 
ket. He  will  soon  merge  with  dna  Plant 
Technology  Corp.,  a  publicly  held  Cali- 
fornia company  specializing  in  geneti- 
cally engineered  food  enhancement.  Says 
Romo:  "I  see  a  tremendous  future  in 
this  area." 

Romo  is  also  making  a  splash  in  fi- 
nancial circles.  He  recently  persuaded 


STRATEGIES 


THE  STAR  BEHIND 
MEXICO'S  PULSAR 

In  the  midst  of  a  bitter  recession,  Alfonso  Romo  is  going  global 
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former  Finance  Secretary  Pedro  Aspe 
Armella,  a  director  of  The  McGraw-Hill 
Companies,  the  publisher  of  business 
week,  to  set  up  a  new  investment  bank 
for  Pulsar.  And  Romo,  who  owns  Mexi- 
co's biggest  insurance  company,  is  bid- 
ding for  Asemex,  a  large  insurer  that 
will  be  privatized  in  early  April.  That 
would  give  him  a  30%  share  of  Mexico's 
fast-growing  insurance  market. 

Romo  is  one  of  a  few  entrepreneurs 
who  are  changing  the  way  Mexican  com- 
panies do  business.  They  believe  that 
they  must  diversify  internationally,  if  only 
to  weather  the  economic  storms  at  home. 
They  emphasize  technol- 
ogy and,  especially,  hu- 
man capital.  In  Chiapas, 
for  instance,  peasants 
working  for  Romo  spend 
an  hour  a  day  learning 
the  three  Rs.  "I  don't 
believe  cheap  labor  is 
the  basis  of  Mexico's  fu- 
ture," Romo  says. 

Thanks  to  Romo's  re- 
cent acquisitions,  43%  of 
Pulsar's  agribusiness  and 
tobacco  revenues  now 
come  from  overseas  op- 
erations or  exports,  com- 
pared with  just  5% 
three  years  ago.  Romo 
is  also  trying  to  make 
Mexico's  underdeveloped 
agricultural  industry  an 
efficient  supplier  of  pre- 
mium produce  to  the 
U.  S.  and  other  interna- 
tional markets.  So  far,  so 
good:  While  more  than 
1  million  Mexicans  have 
lost  their  jobs  in  this  cri- 
sis, Romo's  25,000  em- 
ployees have  kept  theirs. 

It  is  not  yet  clear 
how  Romo's  diversifica- 
tion into  biotech — which  substantially 
increased  the  company's  debt  burden — 
will  work  out.  David  Nelson,  a  food  and 
agribusiness  analyst  for  NatWest  Secu- 
rities Corp.,  says:  "It  has  always  been 
difficult  to  convert  agricultural  research 
into  financial  returns." 
WELL-CONNECTED.  Romo's  personal  life  is 
frenetic.  At  6:30  most  mornings,  he  ex- 
-  one  of  his  60  horses  at  La  Silla 

i  le  Saddle"),  his  stable  and  show- 
just  outside  Monterrey.  His  goal 
is  •>•  Mexico's  1996  Olympic  eques- 
tria;  jumping  team.  Switching  gears, 
Romo  I  into  his  helicopter  for  the 
short  flighi      Pulsar's  headquarters. 

Although  1  no's  business  instincts 
are  indisputable,  his  <  onnections  haven't 
hurt.  Romo  is  married  to  the  daughter 


of  Alejandro  Garza  Laguera,  a  key 
member  of  the  wealthy  Garza  Sada  clan 
that  has  long  dominated  Monterrey.  And 
in  1985,  an  old  schoolmate,  Fernando 
Chico  Pardo,  finance  chief  of  Grupo  Car- 
so,  asked  Romo  if  he  would  be  interest- 
ed in  Mexico's  biggest  cigarette  produc- 
er, Cigarrera  La  Moderna.  Carso 
Chair-man  Carlos  Slim  Helu,  who  owned 
Cigatam,  Modema's  chief  competitor  in 
cigarettes,  had  been  buying  up  the 
shares,  but  he  wanted  to  avoid  antitrust 
problems.  With  his  father-in-law  and 
others,  Romo  paid  $40  million  for  a  con- 
trolling stake. 


Critics  say  that  Slim's  sale  of  Moder- 
na to  Romo  was  an  effort  to  create  an- 
other of  Mexico's  many  "duopolies" — 
industries  controlled  by  two  like-minded 
entrepreneurs  with  little  price  and  qual- 
ity competition.  Romo  also  successfully 
lobbied  the  government  of  then  Presi- 
dent Carlos  Salinas  de  Gortari  for  an 
easing  of  price  controls  and  excise  taxes. 
Today,  Moderna  has  a  53%  market  share 
and  this  year  expects  to  export  $70  mil- 
lion in  cigarettes. 

Romo  relies  heavily  on  his  talented 
corps  of  managers,  most  of  whom  have 
worked  together  since  the  1970s.  Many 
of  them  attended  the  same  primary 
school  as  Romo  in  Mexico  City.  "Romo 
has  one  of  the  best  management  teams 
I've  seen  in  Mexico,"  says  Lorenzo 


Zambrano,  ceo  of  Cemex,  another  cc 
pany  that  has  expanded  abroad.  Tl 
management  depth  has  helped  Ro: 
enter  a  range  of  businesses.  In  19 
he  bought  a  nearly  bankrupt  insurai 
company,  La  Comercial,  and  turned 
around.  In  1993,  Pulsar  bought  anotl 
and  merged  the  two  to  create  Com 
cial  America,  with  $700  million  in  ; 
nual  premiums. 

DISASTROUS  YEAR.  The  only  busini 
where  Romo  has  stubbed  his  toe  is  t 
brokerage  house  Vector  Casa  de  Bol 
which  lost  around  $21.8  million  in  199f 
one  of  the  highest  losses  in  a  disastrc 

The  Romo  Resume 


BORN  1950  in  Mexico  City. 

EDUCATION  B.S.,  Monterrey  Tech- 
nological Institute,  agricultural 
engineering. 

FAMILY  Descendant  of  former  Mex 
can  President  Francisco  Madero. 
Married  to  a  member  of  Monterrey's 
powerful  Garza  Sada  clan.  Four 
children. 

HOBBIES  Raises  thoroughbred 
horses;  trying  out  for  Mexican  Olym 
pic  equestrian  team;  runs  sanctuary 
and  breeding  program  for  endan- 
gered birds. 

HOLDINGS  Founder,  CEO  of  Pulsar 
Internacional,  a  Monterrey-based 
tobacco,  agribusiness,  biotechnology, 
and  insurance  group.  Estimated 
1995  revenues:  $1.83  billion. 

LATEST  MOVE  Made  four  acquisi- 
tions worth  $590  million  to  become 
a  global  player  in  seed  and  plant 
biotech. 

DATA  BUSINESS  WEEK 

year  for  Mexico's  brokerage  fira 
Romo,  the  majority  owner,  and  otl 
Vector  shareholders  had  to  reach  ir 
their  own  pockets,  to  the  tune  of  $ 
million,  to  help  cover  losing  positions 

But  Romo  has  retained  the  confider 
of  the  international  financial  communi 
In  November,  1995,  Pulsar  subsidia 
Empresas  La  Moderna  won  a  $130  ir 
lion  syndicated  loan — the  first  such  lo 
to  a  Mexican  company  since  the  19 
debt  crisis. 

Romo  thinks  Mexico  will  pull  out 
its  crisis.  "We're  having  to  carry  out 
major  housecleaning,  but  that  does: 
mean  the  country  is  going  to  disappea 
he  says.  And  Romo  looks  likely  to  j( 
in  the  recovery — whenever  it  happer 

By  Geri  Smith  in  Monterrey,  Mexi 
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Financial  Restructuring  Enabling 
A  Timber  Company  To  Go  Public 

(We  Planted  The  Seeds  For  Their  Growth) 

A  growing  timber  company  needed  to  restructure  in  order  to  go  public. 
They  turned  to  us  for  financial  advice,  interim  financing  and  a  commitment  for  the  long  term 
funding  they  needed  to  grow.  We  specialize  in  helping  our  clients  reach  new  heights. 


Bank  of  America 


Our  client  had  the  benefit  of  a  team 
of  specialists  in  relationship  management, 
corporate  finance  and  global  syndication. 


Cover  Story 


FALL 
OF  THE 
WIZARD 

Julian  Robertson  was  the 
best  stock-picker  on  the 
Street.  Has  he  lost  his  magic? 

Julian  H.  Robertson  Jr.  is  warming  to  his  subject. 
He  is  bald  and  burly,  over  six  feet  tall,  63  years 
old,  with  a  deep,  booming  North  Carolina  drawl. 
The  subject  is  stocks,  and  Robertson  is  alive,  an- 
imated. Uni  Storebrands.  Ever  heard  of  it?  Rob- 
ertson has.  And  how.  It  is  his  largest  holding — an 
obscure  Norwegian  insurance  company.  He'd  like 
to  buy  more,  but  local  regulations  forbid  it.  Swiss 
Reinsurance  Co.  is  another  favorite.  So  is  Harrah's  Entertain- 
ment Inc.  Citicorp?  Absolutely.  Japanese  banks  are  another 
matter.  "The  worst  in  the  world,"  he  says  flatly. 

Stocks  are  what  turned  Julian  Robertson  from  an  obscure 
broker-turned-money  manager  into  a  power  in  the  world 
markets.  Robertson  is  the  founder  and  chaiirnan  of  Tiger 
Management  Corp.,  Wall  Street's  global-investing  power- 
house. George  Soros  may  be  the  savant  of  the  currency  mar- 
kets, but  when  it  comes  to  stocks,  Julian  Robertson  is  the 
master — poised,  ivory-towerish,  in  a  top-floor,  glass-walled 
office  on  Park  Avenue.  And  even  as  a  global  currency-trading 
"macro"  player,  he  could  give  Soros  a  run  for  his  money. 
Year  after  year  of  brilliant  returns  lured  the  high-octane  in- 
vestors— at  $5  million  or  more  a  head — who  turned  $8  million 
in  1980  into  $7.2  billion  in  1996.  Robertson  was  ahead  of  the 
curve  on  every  major  trend  in  investing,  from  the  surge  in 
European  equities  that  followed  the  fall  of  the  Berlin  Wall 


Robertson  put  together  the  brightest,  best-paid  team  on 
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to  the  tumult  in  the  global  bond  markets  in  1992  and  1993. 

Robertson  was  the  reigning  titan  of  the  world  of  hedge 
funds — the  secretive,  often  highly  leveraged  private  invest- 
ment partnerships  that  are  the  piggy  banks  of  trust  funds,  en- 
dowments, and  millionaires.  Robertson  assembled  a  team  of 
the  smartest  and  best-paid  stock-pickers  on  Wall  Street — a 
"Super  Bowl  team,"  as  his  friend  and  adviser,  Dr.  Aaron 
Stern,  puts  it. 

At  his  peak,  no  one  could  best  him  for  sheer  stock-picking 
acumen.  Robertson  was  the  Wizard  of  Wall  Street.  And  he 
was  paid  well  for  it.  In  1993,  his  compensation  and  share  of 
Tiger's  mammoth  gain  probably  exceeded  $1  billion. 

But  something  toppled  him  from  that  pinnacle.  It  all  began 
with  a  disastrous  first  quarter  of  1994.  In  contrast  to  a  stun- 
ning 1993,  when  Tiger's  funds  gained  80%  before  fees,  his 
funds  declined  9%.  Investors,  who  had  poured  money  into  Ti- 
ger in  1993,  began  to  pull  out.  In  1995,  as  still  more  investors 
defected,  he  eked  out  a  pre-fee  gain  of  17%,  a  humiliating  20 
points  below  the  Standard  &  Poor's  500-stock  index.  And 
even  though  Robertson  began  to  do  well  again  in  1996,  climb- 
ing 17%  in  January,  his  gains  soon  were  cut  almost  in  half — 
and  his  revival  has  all  the  makings  of  a  bump  on  a  downward 
slope.  On  one  horrible  day,  Mar.  8,  Tiger  sustained  a  $200  mil- 
lion loss,  as  a  bet  on  U.  S.  Treasuries  turned  sour. 

Nothing  seems  to  have  helped,  not  more  analysts,  not 
the  addition  of  Morgan  Stanley  &  Co.  managerial  whiz  Lew- 
is W.  Bernard.  Not  even  Stern,  a  prominent  psychiatrist 
and  management  consultant,  has  restored  the  magic  that  is 
fast  becoming  a  memory. 

ROBERTSON  IN  PARIS 

Has  the  investment 
world's  biggest  success 
become  a  victim  of  his 


own  overcontrolling 
management  style— 
and  nasty  temper? 


How  did  the  best 
record  in  the  world  of  in- 
vesting turn  so  dreary? 
Getting  the  answer  to  any 
significant  question  at  Ti- 
ger has  long  been  nearly 
impossible,  for  that  glass- 
walled  perch  on  Park  Ave- 
nue might  just  as  well  be 
one-way  glass.  Robertson 
rarely  grants  interviews, 
and  former  employees  are  afraid  to  speak  about  him,  even  off 
the  record. 

But  the  veil  of  secrecy  has  been  lifted,  business  week  ob- 
tained access  to  the  inner  circles  of  the  Tiger  organization — 
including  its  mercurial  chief.  Interviews  with  Robertson, 
along  with  current  and  former  employees,  revealed  a  fascinat- 
ing, if  unsettling,  story  of  a  complex  man  and  organization.  It 
is  a  story  of  bad  choices,  grave  missteps  in  high-stakes  cur- 
rency and  bond  plays,  and  atrocious  management — includ- 
ing the  waste  of  the  some  of  most  brilliant  analytical  brain- 
power on  Wall  Street.  Above  all,  it  is  the  story  of  a  man  who 
rose  to  greatness — only  to  be  foiled  by  his  own  overcontrol- 
ling management  style  and  hot  temper. 

When  Robertson  began  his  climb  to  the  top,  he  did  so  on 
the  strength  of  his  stock-picking  prowess.  He  still  employs 
some  of  the  best  analysts  around.  Whether  they  are  used  well 
is  another  matter.  One  clue  can  be  found  in  the  tale  of  a 
promising  young  analyst. 


THE  ANALYST 


"We  try  to  assimilate  in  these  people  [young  analysts]  the 
qualities  that  made  Julia))  Julian." 

— Dr.  Aaron  Stern,  a  Tiger  director 

Katrin  Yaghoubi  could  hardly  believe  her  good  fortune.  It 


et.  At  his  peak,  none  could  rival  his  stock-picking  ability 
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was  the  middle  of  1994,  and  Tiger  was  suffering — 
down  12%  in  the  first  quarter  because  of  ill-fated 
currency  bets.  In  her  little  corner  of  Tiger,  though, 
it  was  raining  money.  Barely  a  month  and  a  half  into 
her  career  at  Tiger,  her  first  job  on  Wall  Street,  Ju- 
lian Robertson,  on  her  say-so,  had  bought  15%  of  a 
company!  It  was  almost  an  anticlimax  when,  six 
months  later,  the  stock,  Canstar,  went  on  to  double. 

Katrin  Yaghoubi  was  an  anomaly  at  Tiger — a 
woman  bom  in  Germany  of  Iranian  parents  working 
in  a  largely  male,  largely  wasp  outfit  where  South- 
ern accents  are  dominant.  Yaghoubi  was  introduced 
to  investing  just  a  few  months  before  she  was  lured 
in  mid-1994,  as  she  was  completing  course  work  to- 
ward an  mba  at  Columbia  University.  She  was  in  a 
class  taught  by  James  Rogers,  the  investor  and 
commentator,  when  she  caught  the  eye  of  Patrick 
Duff,  a  former  Tiger  analyst  who  was  often  invited 
to  help  with  the  class.  That  led  to  an  introduction  to 
Robertson,  who  hired  her  out  of  Columbia. 

Yaghoubi  discovered  Canstar  while  still  at  Colum- 
bia. She  came  up  with  the  idea  not  by  a  hot  tip  or 
by  reading  about  it  in  a  brokerage-house  report — 
but  by  dogged  research.  She  started  by  putting  to- 
gether a  list  of  every  public  sporting-goods  compa- 
ny. She  talked  to  trade-magazine  editors,  store 
owners — anyone  who  knew  anything  about  sporting 
goods.  "I  kept  asking,  'What's  the  next  big  trend?' 
They  told  me  it  would  be  roller  hockey."  Yaghoubi 
then  immersed  herself  in  the  roller-hockey  world, 
even  "interviewing  kids  in  Central  Park."  She  soon  found 
Canstar,  wliich  makes  skates.  The  company  boasted  a  healthy 
balance  sheet  and  lots  of  insider  buying. 

This  was  an  example  of  Tiger  at  its  stock-picking  best: 

a  smart  idea,  ground- 
ed on  exhaustive  re- 
search, followed  by  a 
big  bet.  When 
Robertson  is  convinced  that  he  is  right,  a  former  Tiger  ex- 
ecutive notes,  "Julian  bets  the  farm." 

Canstar  was  only  the  beginning.  At  Tiger,  Yaghoubi  had  a 
string  of  winners,  all  found  through  the  same  rigorous  leg- 
work.  She  even  used  the  Internet  and  online  services.  A 
chat  lounge  on  CompuServe  gave  her  negative  information  on 
another  company — Franklin  Quest.  Further  research  showed 
that  margins  were  under  pressure,  competition  was  mounting, 
and  insiders  were  selling.  On  Yaghoubi's  recommendation, 
Robertson  "pulled  the  trigger,"  ordering  a  short  sale. 


Cover  Story 


Yaghoubi's  other  short  picks  were  similarly  doped  oul 
the  Robertson  manner.  Bell  Sports,  Fossil,  Arctco — all  w 
shorted  by  him  on  her  recommendation  and  blissfully  tanl 
Typical  was  Arctco  Inc.,  a  snowmobile  maker.  "I  must  h 
called  every  snowmobile  dealer  in  the  country,"  says  Yagh 
bi.  Researching  a  possible  "long"  pick,  Avon  Products  Inc., 
became  an  Avon  representative.  .She  would  go  to  trade  sho 
and  she  subscribed  to  35  trade  journals.  At  Tiger,  the  resoi 
es  were  unlimited.  "It's  all  about  ideas,  new  ideas.  To  sur\ 
at  Tiger,  you've  got  to  generate  ideas,"  says  Yaghoubi. 

Recommendation  after  recommendation  went  on  to  perft 
handsomely.  But  soon,  something  started  to  happen.  R 
ertson  liked  Yaghoubi's  picks,  but  more  often  than  not 
wouldn't  act  on  them.  Tiger  simply  couldn't  amass  a 
enough  position  in  them  to  make  much  of  a  difference 
the  huge  portfolio.  Robertson  won't  even  look  at  a  stock 
less  he  can  take  a  $125  million  long  position  or  a  $50  mill 
to  $70  million  short  position. 


Tiger:  The  Glory  Days  Are  Over 

Difference  between  Tiger's  performance  and  the  Standard  &  Poor's 
500-stock  index.  Tiger  figures  are  net  of  a  20%  incentive  fee. 


1989  BE 

from  European  stock 
picks,  benefiting 
from  the  euphoria 
over  the  fall  of  the 
Berlin  Wall 


1993 


1990  short-sell- 
ing trumps  a  weak 
market,  avoiding  the 
crash  in  the  Japan- 
ese market  and  the 
October  minicrash 


1QQ1  Acor!trar- 

±OU  ±  ian  play 
on  oil,  designed  by 
David  Gerstenhaber, 
helps  propel  Tiger 
during  an  otherwise 
tough  market 


1  QQO  Macro 

IajUU  takes  cen- 
ter stage,  with  smart 
currency  and  bond 
plays  yielding  gams 
that  far  outpace  the 
S&P  500 


In  the 
begin 
of  the  year,  Rob( 
son  wins  big  fror 
short  position  on 
integrating  Euro| 
currencies 
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rRIN  YAGHOUBI 

r  exhaustive  research  produced  a  string 
wnners-then,  more  often  than  not,  the 
3S  stopped  acting  on  her  recommendations 

Lfter  a  while,  it  became  clear  to  Yaghoubi  that  her  talents 
e  best  used  elsewhere.  So  a  few  weeks  ago,  she  left  to 
a  smaller  hedge  fund  more  suited  to  her  investment 
e.  She  was  one  of  a  succession  of  analysts — veterans  and 
phytes — who've  passed  through  what  is  an  ever-faster 
)lving  door. 

aghoubi's  picks  were  the  kind  of  stocks  that  propelled  Ti- 
when  it  was  smaller.  Tiger  is  just  too  big  for  small 
ks  nowadays.  Yet  Tiger  is  rim  just  as  it  was  when  it  was 
nail  hedge  fund  buying — and  shorting — mainly  small 
ks.  There  is  one  portfolio  manager,  one  decision-maker: 
an  Robertson. 

E  INFORMATION  MACHINE  

can  look  at  a  long  list  of  numbers  in  a  financial  state - 
it  he'd  never  seen  before  and  say,  'This  one  is  wrong.'  And 
\  be  right." 

— a  Robertson  associate  who  requested  anonymity 

t  used  to  happen  every  day  until  1993,  when  Robertson 
ed  from  the  trading  desk  to  his  own  office.  On  the  screen 
e  the  prices  of  the  stocks  in  Tiger's  portfolios — all  100  of 
n.  Just  the  prices,  and  the  changes  for  each  stock.  Tiger 
ht  own  a  million  shares  of  one,  2  million  of  another.  But 
\s  not  on  the  screen.  Only  the  stock  symbols,  then-  prices, 
the  change  during  the  day. 

Robertson  would  call  out  a  figure.  He  had  calculated,  in  his 
i,  the  total  change  in  his  entire  equity  portfolio,  down  to 
action  of  a  point.  Inevitably  he'd  be  right.  "I'm  pretty 
3  mathematically,"  says  Robertson  blandly, 
assimilating  and  sifting  vast  quantities  of  information  is  the 
iertson  forte.  Robertson's  analysts  give  him  ideas  and 
i.  He  then  makes  the  buy  or  sell  decision — usually  after 
:king  and  rechecking  what  they  have  to  say.  Other  hedge- 
1  operators,  however,  have  found  they  can't  run  funds  as 
■man  outfits — not  when  they  grow  to  multibillion-dollar 
.  They  are  too  large  and  complex — far  more  so  than  even 
largest  mutual  funds.  Some  large  hedge  funds,  such  as 
)s'  and  Odyssey  Partners,  the  money-management  machine 
by  Leon  Levy  and  Jack  Nash,  delegate  decision-making 
er.  Soros  even  let  one  of  his  top  analysts — London-based 


ly  1994 

ncy  and  fixed- 
ie  losses  mount, 
ig  down  Tiger 
in  the  first  quarter 

1-1994 

»rt  position  in 
l,  Mexico,  and 
any  hammers 
;er 


Late  1994 

Internal  bickering  dis- 
embowels the  Tiger 
macro  machine,  with 
Robertson  making  ill- 
fated  bets  on  European 
and  Japanese  bonds 

Early  1995 

Tiger  underweights  the 
U.S.  market,  missing  a 
rampaging  bull  market 


TIGER  S  ASSETS 
HAVE  HIT  A  PLATEAU 


...il 


1996  standing 

bet  against  the  yen 
begins  to  pay  off 


"YEAR  TO  DATE 
THROUGH  MAR  13 


macro  guru  Nicholas  Roditi — run  an  entire  fund  under  his 
watchful  eye.  Under  Roditi,  Quota  fund  more  than  doubled  in 
value  in  1995,  far  outpacing  Soros'  flagship  Quantum  fund. 
Such  independence  is  unheard-of  at  Tiger. 

Size  and  centralization  have  clearly  hurt  Tiger.  Another 
negative  is  that  Robertson  has  pushed  stock-picking  even 
further  into  the  background  as  macro  bets  on  currencies  and 
bonds  have  dominated  Tiger.  He  no  longer  visits  corporate 
managements,  and  most  of  his  extensive  travel  during  the 
year  is  spent  educating  himself  about  currency  and  interest- 
rate  trends.  It  can  be  an  exhausting  pace. 

On  one  recent  visit  to  his  office,  Robertson  was  preparing 
for  a  tour  of  Frankfurt,  Paris,  Hong  Kong,  Bangkok,  Kuala 
Lumpur,  and  Tokyo — all  in  two  weeks.  He  prepares  in  the 
usual  manner.  Research  and  more  research.  Interrupting  a 
conversation  with  a  visitor,  he  takes  a  call  from  Hong  Kong — 
Morgan  Stanley's  former  chief  global  investment  strategist, 
David  Roche.  With  Roche  on  the  speakeiphone,  the  discussion 
switches  from  stocks  to  the  intricacies  of  Indonesian  eco- 
nomics to  the  latest  trad-  

ing  by  another  hedge 
fund  in  Hong  Kong 
stocks.  Indonesia  in- 
trigues Robertson,  and 
so  do  the  currencies  of 
the  southern  Pacific  Rim. 
The  Thai,  Singapore,  and 
New  Zealand  currencies 
have  great  potential  to 
appreciate  vs.  the  yen, 
in  his  view.  Robertson 
terms  Indonesia  "an 
interesting  currency 
play."  And  then  there  is 
Japan — "the  most  beauti- 
ful place  to  invest  in  the 
world,"  he  later  remarks. 

"The  worst  companies  sell  at  the  best  [price-earnings]  multi- 
ples and  the  best  at  the  worst  multiples." 

The  two  men  discuss  possible  contacts  for  Robertson  in 
Hong  Kong  and  Djakarta.  Robertson  plans  to  go  from  Frank- 
furt to  Paris  before  jetting  off  to  Hong  Kong,  but  he  was  will- 
ing to  return  to  Frankfurt  if  he  could  get  in  to  see  Hans  Tiet- 
meyer,  president  of  the  Bundesbank.  Asked  about  Tietmeyer 
later,  Robertson  bristles.  "George  [Soros]  walks  in  and  says, 
T  need  to  see  you,'  and  they  fall  in  line.  He  would  have  had 
the  appointment  with  Tietmeyer  lined  up  months  ago."  As 
Robertson  leaves  on  the  trip,  he  still  doesn't  know  if  Tietmey- 
er will  see  him. 

BEGINNINGS  

"/  think  Julian's  competitive  instincts  come  from,  the  fact 
that  he  's  a  North  Carolinian.  We  've  always  been  second  fid- 
dle, stuck  there  between  Virginia  and  South  Carolina." 
— a  longtime  Robertson  acquaintance  from  North  Carolina 

It  took  quite  a  while  for  those  competitive  instincts  to 
emerge.  Robertson  was  from  Salisbury,  nestled 
between  Charlotte  and  Winston-Salem.  He  likes 
to  portray  himself  as  a  "typical  small-town  boy," 
but  there's  no  doubt  that  he  came  from  the  right 
side  of  the  tracks.  His  father,  Julian  Hart  Rob- 
ertson Sr.,  was  an  achiever  in  his  own  right — an 
Army  lieutenant  in  World  War  I  at  18,  a  college  graduate  at 
19,  then  a  fast-rising  executive  in  the  North  Carolina  tex- 
tiles industry.  "He  was  a  tough,  demanding  father,"  Robert- 
son recalls.  But  young  Robertson  was  an  underachiever  in 
high  school  and  at  the  University  of  North  Carolina,  where 
he  graduated  with  a  degree  in  business  administration.  He 
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In  the  early  '90s,  even  some  promising  junior  analysts  fre 
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was  mediocre  in  pretty  much  all  his  subjects — including 
math.  "A  late  bloomer,"  as  he  puts  it.  "All  my  friends  were 
like  that,  and  they  turned  out  all  right." 

After  a  stint  in  the  Navy,  Julian  Jr.  moved  to  New  York  to 
join  Kidder,  Peabody  &  Co.  as  a  sales  trainee.  Then  came  a 
long  sojourn  at  Kidder — 20  years  as  a  stockbroker,  becoming 
one  of  the  firm's  top  producers.  He  then  was  named  head  of 
the  money-management  unit,  Webster  Management.  He  left 
Kidder  to  start  Tiger  in  May,  1980. 

In  the  beginning,  it  was  just  Robertson  and  Thorpe 
McKenzie,  a  fellow  Kidderite  who  soon  went  off  on  his 
own.  The  early  numbers  were  brilliant — such  as  the  24.3% 

gain  the  Tiger  fund 
recorded  in  1981,  vs. 
a  5%  decline  in  the 
s&P.  That  was  19.4%, 
after  the  incentive  fee — 20%  of  profits  and  1%  of  assets, 
which  is  standard  for  hedge  funds. 

Tiger  remained  a  small  operation  through  the  1980s — just 
a  handful  of  analysts  and  Robertson.  He  was  little  known  ex- 
cept in  the  gilded  precincts  of  hedge  funds.  And  he  liked  it 
that  way.  Like  Soros  and  most  other  investors,  he  was  caught 
short  by  the  crash  of  1987.  But  canny  investments  worldwide, 
including  an  early  move  into  global  stocks,  kept  Robertson's 
performance  glorious  at  a  time  when  other  money  managers 
were  suffering.  In  1989  and  1990,  Robertson  flawlessly  timed 
the  soaring  German  stock  market,  and  he  went  short  the  Jap- 
anese market  in  time  for  the  crash  there.  By  1991,  Tiger  was 
fast  approaching  $1  billion  (chart,  page  73). 

As  Tiger  grew  ever  larger,   

two  things  happened:  Robert- 
son began  to  focus  on  global 
stocks,  and  his  temper,  always 
looming  in  the  background,  be- 
came more  and  more  a  negative 
as  the  staff  multiplied.  It  is  a 
legendary  temper — one  that  for- 
mer Tigerites  speak  of  with  fear 
and  awe.  It  is  unpredictable, 
they  say,  and  frightening.  "Ju- 
lian can  be  rational  one  minute 
and  irrational  the  next,"  says 
one  former  Robertson  associate. 
"He  would  remember  something 
that  happened  months  ago  and 
yell  at  you  about  it.  He  would 
turn  blotchy  red."  Robertson  ad- 
mits that  he  can  lose  his  cool 
but  says  his  relations  with  his 
"employees  and  peer's"  are  good. 

Back  then,  Robertson's  tem- 
per did  not  interfere  with  the 
only  thing  that  really  mattered: 
the  numbers.  They  were  terrific. 
Pay  scales  were  skyrocketing. 
Then  as  now,  Tiger  analysts 
were  paid  a  share  of  the  20% 
profit  allocation.  In  1993,  the 
80%  gain  in  Tiger's  $3.7  billion 
in  stock  and  macro  portfolios  re- 
sulted in  profits  of  about  $3  bil- 
lion, of  which  about  $600  mil- 
lion went  to  Tiger  as  a  profit 
allocation.  Former  analysts  say 
Robertson  gets  about  60%  of 


ROBERTSON'S  TOP  STOCKS 

The  following  are  the  15  biggest  stock  holdings  in 
Tiger  Management's  portfolios  as  of  Mar.  15 


STOCK 

:  DESCRIPTION 

AMR 

Airline  holding  company 

ASTRA 

Swedish  pharmaceutical  giant 

BARCLAY'S 

;  British  money-center  bank 

CARNIVAL 

Cruise-ship  conglomerate 

CITICORP 

Money-center  bank 

G-TECH  HOLDINGS 

:  Lottery  equipment  company 

LORAL 

Defense  contractor 

MONSANTO 

Chemical  company 

SWISS  REINSURANCE 

:  Huge  Swiss  insurance  conglomerate 

TOSCO 

i  Independent  oil  refiner 

TRANSOCEAN 

Norwegian  oil-drilling  company 

UNI STOREBRANDS 

Norwegian  insurance  company 

WORLDCOM 

Telecommunications  company 

WELLS  FARGO 

:  Bank  holding  company 

XTRA 

!  Truck-leasing  company 

DATA  TIGER  MANAGEMENT  CORP. 


the  allocation.  Robertson  acknowledges  that  he  gets  about  1 
of  it.  In  1993,  that  would  have  netted  him  an  astonishing  $ 
million.  (The  numbers  are  skewed  by  the  fact  that  the  i 
shore  Jaguar  fund  has  a  different  fiscal  year  than  the  U 
partnerships.) 

In  addition  to  the  $300  million,  Robertson  would  hi 
picked  up  a  share  of  the  1%  management  fee,  not  to  ment 
his  stake  in  the  profits  as  a  big  investor  in  the  Tiger  partr 
ships.  Robertson  won't  say  how  much  of  Tiger  he  owns  1 
acknowledges  that  his  stake  is  substantial.  If  it's  just  25% 
1993  that  would  have  given  him  profits,  on  paper,  of  so 
$750  million.  Added  to  his  $300  million  paycheck,  that  rest 
in  a  gain  to  Robertson,  in  1993,  in  excess  of  $1  billion. 

Tiger  analysts  also  raked  in  extraordinary  amounts 
cash.  Back  in  the  early  '90s,  senior  analysts  took  home 
wards  of  2%  of  the  allocation,  and  even  some  promising  j 
ior  analysts  received  as  much  as  1% — a  cool  $6  million 
somebody  just  out  of  business  school. 

Such  massive  wealth  was  the  lure  of  the  macro  era — ; 
heyday  of  global  bonds  and  currencies.  It  was  macro  t] 
moved  Tiger  to  the  summit  from  which  it  was  about 
descend. 

SCALING  THE  PEAK  

"It  is  unfortunate  that  we  have  such  a  great  fear  of  faih 
because  it  is  success  that  is  far  more  dangerous  to  the  hun 
condition. " 

—Aaron  Stem,  in  his  book  ME:  Tfie  Narcissistic  Amerii 

  In  the  macro  world  of  1 

early  1990s,  where  $1  in  ass 
could  often  support  a  $100  pi 
tion,  there  was  only  one  ti 
star — George  Soros.  Soros  \ 
the  master  at  translating  bro 
brush  economic  trends  ii 
highly  leveraged,  killer  plays 
bonds  and  currencies.  Robe 
son  had  no  background  in  m 
ro.  So  he  reached  out,  as  he 
ten  does,  to  Morgan  Stanley 
Robertson  had  long  had 
eye  on  David  Gerstenhaber 
London-based  economist  a 
rising  light  at  Morgan.  He  r 
Gerstenhaber  at  a  Mor£ 
Stanley  conference  in  the  Fl 
ida  Keys  in  1987,  and  in  1 
succeeding  years  Gerstenhal 
was  often  called  by  Roberts 
for  advice,  mainly  regarding  i 
Japanese  market.  It  was  a  t; 
ical  Robertson  head-hunti 
stratagem.  "I  didn't  realize 
at  the  time,"  Gerstenhaber 
calls,  "but  Julian  was  testi 
me."  He  passed  the  test. 

The  Gerstenhaber-Robertf 
relationship  was  lucrative — s 
stormy — from  the  start.  It  v 
early  1991,  and  the  conventi 
al  wisdom  held  that  the  P 
sian  Gulf  war  would  bri 
about  another  energy  oris 
Gerstenhaber  was  bearish 
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of  B-school  took  home  as  much  as  $6  million  in  a  year 


"I  was  dead  convinced  that  every  rust-bucket  tanker 
j  full  of  oil,"  says  Gerstenhaber.  He  constructed  a  position, 
ig  derivatives,  in  which  Tiger  would  short  oil  prices  while 
ting  risk — as  Robertson  wanted.  Still,  the  two  men  were 
dly  the  best  of  buddies.  Gerstenhaber,  like  Robertson, 
!  no  shrinking  violet.  Robertson  does  not  exactly  wax 
talgic  about  their  collaboration  and  minimizes  Gersten- 
er's  role.  "He  was  the  implementer,"  says  Robertson, 
scisions  of  any  real  size  were  made  by  me." 
'hat's  undoubtedly  true,  for  only  Robertson  ever  made 
important  decisions  at  Tiger.  If  anything,  his  urge  to 
trol  seems  to  have  grown  through  the  years — to  the 


would  soon  regret.  And  few  have  more  to  regret  from 
the  reversals  in  macro  than  Julian  Robertson. 

THE  UNRAVELING  

"The  best  thing  we  can  say  about  the  first  quarter  of  1994  is 
that  it  is  over." 

— Julian  Robertson,  in  an  Apr.  8,  1994,  letter  to  investors 

When  Gerstenhaber  left — taking  his  key  people  with  him — 
Robertson  became  his  own  chief  macro  analyst,  crossing  the 
globe  feverishly  in  search  of  macro  ideas  while  he  embarked 
on  an  intense  hunt  for  a  new  macro  analyst.  As  always, 


at  of  intervening,  one  ex-Robertson  associate  insists,  in 
techniques  used  by  window  washers  outside  the  building: 
think  they  were  going  left  to  right  and  he  felt  they 
uld  use  the  squeegees  up  and  down."  That  is  hotly  denied 
Robertson. 

jerstenhaber  and  Robertson — two  strong,  controlling  per- 
alities — were  destined  to  collide  like  two  freight  trains  on 

same  siding.  And  they  did.  But  it  was  a  grand  partner- 
3  while  it  lasted.  By  1992,  when  the  portfolios  charged 
ad  34%  before  fees,  about  two-thirds  of  that  sum  came 
n  macro  bets.  In  1993,  when  all  the  major  hedge  funds 
red  big  from  the  demise  of  the  European  currency  system, 
zro  was  Tiger's  money  machine.  Of  the  80%  gain  before 
3,  48%  came  from  macro  and  32%  from  stocks. 
Jiven  his  tense  relationship  with  Tiger,  it  was  no  sur- 
>e  when  Gerstenhaber  left  in  mid- 1993  to  set  up  his  own 
ge  fund,  Argonaut.  He  stalled  with  50  times  the  $8  million 
t  Robertson  began  with.  In  1994,  Argonaut  tanked.  But  in 

beginning  at  least,  Robertson  admits,  "I  was  a  little  jeal- 
."  How  did  Gerstenhaber  get  all  that  money?  Investors 
re  flocking  to  Tiger  as  well  as  Argonaut  and  other  hedge 
ds  to  make  currency  and  bond  bets.  It  was  a  decision  they 


DAVID  GERSTENHABER 

Robertson  hired  the  macro  whiz 
away  from  Morgan  Stanley,  and  the 
pair  amassed  huge  returns-until 
their  stormy  relationship  fizzled 

Robertson  was  accompanied  on  these  treks  by 
John  Griffin,  his  chief  aide.  Griffin,  who  turned 
29  in  1993,  was  one  of  a  handful  of  key  aides  on 
whom  Robertson  began  to  rely  increasingly — 
sparking  the  jealousy  of  less  favored  analysts. 

But  Robertson  recognized  that  he  needed 
another  Gerstenhaber.  He  again  reached  across 
the  Atlantic  for  macro  brainpower — a  Scottish- 
born  global  economic  strategist  at  Goldman, 
Sachs  &  Co.,  David  Morrison,  and  Goldman 
bond  market  strategist  Jeremy  Hale,  both  in 
London.  Morrison  was  signed  on  at  the  begin- 
ning of  1994  to  head  the  macro  operation.  At 
41,  Morrison  was  a  comparative  geriatric  by  Ti- 
ger standards,  but  as  a  dedicated  auto  racer  he 
reflected  the  jock  ethos  that  was  ingrained  in 
the  Tiger  corporate  culture.  In  the  typical  Rob- 
ertson manner,  he  had  scoped  out  Morrison 
before  hiring  him — meeting  with  him  three  to 
four  times  a  year  and  chatting  often  by  phone. 

So  they  were  pals — until  he  was  hired.  Al- 
most immediately,  as  with  Gerstenhaber,  conflict 
began.  For  starters,  Morrison  was  a  Londoner,  and  he  want- 
ed to  stay  there.  Robertson  wanted  him  in  New  York.  Morri- 
son prevailed,  but  the  argument  was  just  the  first  of  a  series — 
over  far  more  important  things  than  who  would  live  where. 

As  the  year  began,  Robertson  was  bullish  on  the  dollar  and 
bearish  on  European  interest  rates.  He  was  long  in  the  Hong 
Kong,  Korean,  Swiss,  and  British  stock  markets  and  short  in 
Japan,  France,  and  Germany.  Morrison  felt  quite  differently 
about  pretty  much  everything.  "We  didn't  expect  that  Julian 
would  jettison  his  views  in  favor  of  ours,"  says  Morrison.  And 
he  didn't.  "Julian  is  strong  and  expressive,"  Morrison  says, 
diplomatically. 

By  the  end  of  the  first  quarter  of  1994,  the  damage  had  al- 
ready been  done.  Robertson  was  down  12%  and  never  recov- 
ered, mainly  due  to  misbegotten  macro  bets.  By  yearend,  Tiger 
was  down  9.3%  while  the  s&p  500  was  up  1.3%.  Robertson  had 
failed  at  one  of  the  basic  functions  of  a  hedge  fund — to  provide 
a  cushion  against  a  weak  U.  S.  stock  market.  The  suffering  con- 
tinued in  1995.  Tiger's  positions  in  global  equities  were  up 
just  10%.  In  the  U.  S.,  with  the  s&p  up  37%,  Robertson  was  up 
just  7%.  The  reason  was  telling  for  this  onetime  ace  in  U.  S.  eq- 
uities. In  a  letter  to  investors  early  this  year,  he  blamed  the 
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Investors,  particularly  Europeans,  fled  en  masse  in  1994- 


disaster  in  U.  S.  stocks 
"to  our  low  net  [long  vs. 
short  position]  exposure 
and  our  less  than  stellar 
stock-picking." 

Macro  continued  to 
generate  mainly  grief 
last  year,  as  Robertson's 
bickering  with  Morrison 
continued.  A  play  on  the 
weak  yen  counterbal- 
anced losing  positions 
but  lifted  Robertson's  as- 
sets by  only  six  percent- 
age points.  He  profited 
from  German,  U.  S.,  and 
Spanish  bonds  but  can- 
celed out  gains  by  being 
short  Japanese  and 
Swedish  bonds.  Stock 
positions  in  Britain,  Ire- 
land, India,  and  Canada 
were  all  losers. 

As  the  dreary  perfor- 
mance dragged  on,  for- 
mer employees  say 
Robertson  became  less 
accessible  to  his  army  of 
analysts.  Opportunities 
were  sometimes  lost. 
"By  the  time  you  got  Ju- 
lian's attention,"  one  ex- 
analyst  notes,  "the  buy- 
ing opportunity  could 
have  ended." 

Another  byproduct  of 
Tiger's  decline  was  the 


DAVID  MORRISON 

The  Scottish  economist  succeeded  Gerstenhaber  as 
Tiger's  macro  specialist  in  1994.  Soon,  he  would 
discover  that  he  and  Robertson  almost  never  agreed 

THE  PSYCHIATRIST 


ising  neophytes.  0 
went  Arnold  Snider,  si 
pharmaceuticals  analy 
and  Lou  Ricciardelli, 
former  Morgan  Stanl 
trade-operations  exp( 
who  straightened  c 
Tiger's  problem-plagu 
back-office  systems.  C 
went  analysts  Lee  A 
sley  and  Patrick  Di 
and  Larry  Bowman  a 
Bob  Bishop  and  tradi 
chief  Tim  Henn 
and  . . .  the  list  goes 
and  on.  One  unexpect 
loss  was  Giiffin,  who  w 
widely  viewed  as  a  p< 
sible  successor  to  Rc 
ertson.  Griffin  would 
comment,  but  his  frien 
say  that  he,  too,  gr< 
tired  of  working  und 
the  shadow  of  the  bo 
and — though  he  h 
some  trigger-pulling  at 
ity — of  not  being  giv 
enough  autonomy. 

As  the  old  have  go 
and  the  new  have  j 
rived,  Robertson  h 
come  to  rely  ever  mc 
heavily  on  a  handful 
key  analysts  and  adv 
ers— and  at  the  top 
the  list  is  Dr.  Aar 
Stern. 


departure  of  investors. 

One  former  Robertson  associate  notes  that  investors,  partic- 
ularly Europeans,  left  en  masse  early  in  1994  and  that  the  de- 
partures continued  at  a  slower  pace  in  1995.  Tiger  is  mum 
about  withdrawals,  saying  through  a  spokesman  that  they  are 
"not  substantial  given  the  size  of  the  asset  base."  However, 
the  magnitude  of  the  departures  can  be  estimated  from  the 
asset  numbers  by  comparing  the  size  of  the  asset  base  and 
the  performance  of  the  fund.  All  told,  some  $800  million  was 
pulled  out  of  Tiger  in  1994  and  1995. 

The  sour  times  weighed  heavily  on  Robertson.  Impul- 
sive and  disorganized,  he  was  hardly  a  textbook  manager  in 
the  best  of  times  and  could  become  positively  unglued  in 
times  of  crisis.  One  former  Tigerite  remembers  the  occasion, 

around  the  time  of 
the  1987  crash,  when 
Robertson  felt  he 
needed  to  reduce 
staff.  Pretty  much  at  random,  he  pointed  at  a  group  of 
people  and  ordered  them  fired.  They  were  consultants  from 
Morgan  Stanley  and  didn't  even  work  for  him.  That  is  de- 
nied by  Robertson. 

Meanwhile,  the  revolving  door  of  investment  pros  picked 
up  steam  through  the  1990s.  The  stress  of  working  at  Ti- 
ger— exacerbated  by  Robertson's  violent  temper — was  one 
reason.  So  was  the  fact  that  analysts  simply  did  not  have  the 
ability  to  establish  a  track  record  by  running  a  portfolio  at 
Tiger.  The  departed  included  experienced  veterans  and  prom- 


Cover  Story 


"Dr.  Stern  told  me  that  Julian  was  very  excitable,  that  h 
got  a  temper,  and  that  I  shouldn't  take  it  personally." 

— a  former  Tiger  employ 

Hedge  funds  are  Wall  Street's  last  bastion  of  rugged  ini 
vidualism,  with  even  the  largest  tending  to  eschew  the  tra 
pings  of  management.  But  Tiger  needed  management,  a: 
structure.  Or  to  put  it  another  way,  Julian  Robertson  need 
it.  "If  something  happened  and  he  needed  someone  to  > 
something,  somebody  would  walk  by  and  he'd  grab  him  a 
say,  'Handle  it,' "  says  one  former  analyst.  "It  didn't  matt 
who  it  was.  It  could  be  the  plumber." 

Enter  a  management  committee  and  a  board  of  dire 
tors — and  Stern.  Stem  is  a  Tiger  consultant  and  board  mei 
ber  and  according  to  Robertson,  also  a  member  of  the  Tig 
management  committee.  (That  is  denied  by  Stern,  who  sa 
he  attends  committee  meetings  but  is  not  a  member.) 
sharply  dressed  man  of  about  70,  Stem  is  a  Freudian-train 
psychoanalyst  who,  in  the  early  1970s,  headed  the  movie-r£ 
ing  unit  of  the  Motion  Picture  Association  of  America. 

How  can  a  psychiatrist  help  Tiger?  Stem  says  he  does  n 
practice  psychiatry  at  Tiger,  but  that  he  "meets  with  people  i 
the  analytical  side  on  the  infrastructure  of  Tiger  and  the  r 
ointment  process,"  as  well  as  interviews  job  applicants.  Ro 
ertson  says  Stem  was  brought  in,  a  couple  of  years  ago,  to  de 
with  outplacement  counseling  of  some  bright  young  analys 
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e  the  revolving  door  of  investment  pros  picked  up  speed 


had  to  be  let  go.  The  aim,  he  says,  was  to  bolster  the  self- 
;m  of  young  people  who  had  never  experienced  failure, 
at  former  employees  say  that  if  anyone  receives  counsel- 
rom  Stem,  it  is  Robertson.  They  maintain  that  Stern's  du- 
include  calming  down  Robertson  when  he  has  a  tantrum 
informing  Robertson  of  employee  sentiments  about  him. 
former  well-placed  Robertson  associates  maintain  that 
n  was  brought  in  at  Lewis  Bernard's  insistence  after  a 
;ing  at  which  Robertson  had  a  violent  tantrum.  The  alle- 
ins  are  hotly  denied  by  Robertson,  Stern,  and  Bernard. 
n  says  that  while  he  counsels  Robertson  after  outbursts, 
oes  so  as  a  "friend,"  not  as  a  therapist.  He  denies  that  he 
iver  violated  employee  confidences  and  says  that  such  al- 
;ions  are  sour  grapes  by  disgruntled  former  employees. 


Iratever  Stern's  role  at  Tiger,  there's  no  question  that 
Prison's  hot  temper  and  controlling  management  style 
!  weighed  heavily  on  the  company.  Smart  management 
become  just  as  important  as  stock-picking — and  it  just 
there.  As  the  experience  with  Morrison  proves,  not 
i  the  smartest  people  can  be  of  much  use  if  they  aren't 
tied  to. 

as  Robertson  considered  giving  more  authority  to  his 
ile  to  act  on  their  own  ideas?  "We've  thought  about  it," 
Robertson.  "There  may  be  a  time  when  we  go  more  to- 
1  that  direction."  But  not  now. 

IRNEY'S  END  

re  are  not  a  whole  lot  of  people  equipped  to  pull  the 
<er. " 

— Julian  Robertson 

obertson  is  back  from  his  torn-  of  Europe  and  Asia.  At  his 
was  Chris  Shumway,  another  bright,  young,  and  trusted 
— yet  another  young  John  Griffin,  so  crucial  that 
nway's  desk  is  in  a  corner  of  Robertson's  office.  Robert- 
never  got  in  to  see  Tietmeyer.  If  it  hurts,  it  doesn't 
T.  Overall,  he  says,  the  trip  was  "fantastic."  While  he  was 
the  press  was  alive  with  talk  of  the  "cany  trade,"  in 


which  hedge  funds — including  Tiger — supposedly  borrowed 
yen  to  buy  U.  S.  Treasuries.  Robertson  is  unimpressed,  con- 
temptuous. "We're  not  borrowing  from  the  Japanese  banks  to 
fund  our  bonds,"  says  Robertson.  No,  but  he  has  been  short 
the  yen  for  a  long,  long  time,  and  he  does  own  U.  S.  Treas- 
uries— and  in  quantities  far  larger  than  the  $3  billion  suggest- 
ed by  the  press.  His  short-yen,  long-treasuries  position  was  a 
major  contributor  to  the  gains  in  early  1996 — and  as  happens 
with  highly  lever-aged  bets,  this  one  turned  sour'  pretty  quick- 
ly. Tiger  was  up  17%  by  the  end  of  January.  By  Mar.  13,  it 
was  up  only  10%,  with  the  worst  damage  done  on  Mar-.  8 — the 
bond-market  debacle. 

Robertson  blushes,  his  mood  visibly  darkening,  when  he  is 
told  of  the  negative  comments  concerning  his  temper,  his 

POWER  BROKER 

Robertson  (with  five  of 
his  firm's  managing 
directors)  says  he  has 
considered  giving  more 
authority  to  his  people 
but  hasn't  done  so 

over-controlling  management  style, 
and  particularly  his  relationship 
with  Stem.  He  presses  a  reporter 
for  the  names  of  former  employ- 
ees who  provided  information, 
volunteering  names — as  does 
Stern — of  former  employees  who 
might  have  an  ax  to  grind  against 
him.  One,  he  noted,  was  pressing 
a  sexual  harassment  case  against 
Tiger.  He  observes  that  another,  a 
former  employee  whom  he  sus- 
pects has  spoken  against  him,  was 
a  "divorcee"  who  kept  "smoked 
salmon  in  her  desk."  He  says  he 
was  not,  for  the  most  part,  upset  by  the  employee  departures. 
Volunteering  an  example,  he  notes  that  one  prominent  ex-an- 
alyst was  "asked  to  leave." 

Robertson  softens  when  the  conversation  turns  to  his  boy- 
hood in  North  Carolina  and  his  personal  life.  Tiger,  he  says, 
was  named  by  his  son  Spencer,  when  he  was  a  small  boy 
Robertson  reels  off  the  names  of  his  children:  Julian  III, 
Spencer,  and  Alexander.  Spencer?  One  ex-employee  says  that 
two  of  his  children  were  named  Julian.  Robertson,  reluc- 
tantly, concedes  that  point.  "His  name  is  Julian  Spencer. 
Spencer  was  my  mother's  maiden  name,  and  my  father 
thought  there  should  be  another  Julian  in  the  family." 

Robertson's  parents  only  recently  passed  away,  his  father- 
just  a  year  ago.  "Maybe  he  was  too  controlling,"  he  says  of 
his  father.  "I've  tried  not  to  be  too  controlling.  I've  tried  not 
to  do  that  with  my  children."  He  has  not,  he  says,  "left  them 
with  a  legacy,"  and  has  not  tried  to  encourage  them  to  join 
the  business. 

Perhaps  that's  for  the  best.  But  Robertson  has  another 
family — his  once  glorious  hedge-fund  empire.  It  is  a  dys- 
functional family  of  brilliant  analysts,  headed  by  a  master 
stock-picker.  If  only  it  worked,  it  would  be  a  monument  to 
greatness — and  not  to  the  fall  of  the  Wizard  of  Wall  Street. 

By  Gary  Weiss  in  New  York 
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FUNDS 


THE  STAMPEDE 
TO  INDEX  FUNDS 

At  $400  billion  strong,  they  put  stock-pickers  to  shame 

Why  settle  for  average? 
Investment  chieftains  of 
many  big  pension  funds 
are  doing  just  that  and 
licking  then-  chops.  They're  tying 
bigger  and  bigger  chunks  of 
their  equity  investments  to  Stan- 
dard &  Poor's  500-stock  index  or 
some  other  market  average.  The 
majority  of  managers  who  tiy  to 
beat  the  market  by  dissecting 
balance  sheets,  quizzing  chief  ex- 
ecutives, and  furiously  trading 
stocks  are  coming  up  short.  "It's 
sort  of  like  par  golf,"  says 
George  U.  Sauter,  who  heads  in- 
dex funds  at  the  Vanguard 
Group.  "Par  is  average,  but  how 
many  golfers  actually  beat  it?" 

Two  decades  after  the  first  in- 
dex funds  were  launched,  index- 
ing is  hotter  than  ever.  In  the 
12  months  ending  Dec.  1,  assets 
indexed  to  the  U.  S.  stock  mar- 
ket grew  46.9%,  to  $400.2  billion, 
according  to  Pensions  &  Invest- 
ments (p&l).  After  accounting  for 
market  appreciation,  that's  about 
7%  real  growth.  Add  interna- 
tional and  bond  index  funds,  and 
the  total  comes  to  $600  billion. 
Those  numbers  include  the  in- 
dexed investments  of  a  growing 
number  of  individual  investors 
as  well.  During  1995,  index  funds  ac- 
counted for  about  10%  of  the  cash  flows 
to  equity  mutual  funds,  according  to 
Strategic  Insight  Inc.,  a  mutual-fund 
consulting  firm.  The  Vanguard  Index 
Trust  500  Pet  !  C  lio,  the  largest  and  old- 
est indexed  mutual  fund,  almost  dou- 
bled and  is  now   h<  fourth-largest  equi- 
ty fund. 

MARKET  PROP.  Pa  f  the  reason  for  in- 
dex popularity  is  the  hull  market — with 
the  s&P  rising  37.6'  last  /ear  and  tag- 
ging on  another  5.595  so  f  ir  this  year. 
Since  an  index  fund  is  always  fully  in- 
vested in  stocks,  it's  an  ideal  invest- 
ment in  a  roaring  market.  But  even  in 
1994,  a  choppy  year  in  which  the  s&p 
finished  up  1.3%,  most  investment  man- 


MOST  DON'T  BEAT  THE  INDEX 

S&P  500     MANAGERS  BEATING  THE  S&P  500 


TOTAL 
RETURN 

MUTUAl 
FUNDS 

INSTITUTIONAL 
FUNDS 

1995 

37.6% 

8% 

29% 

1993-95 

15.3 

21 

32 

1991-95 

16.6 

26 

47 

1986-95 

14.9 

14 

33 

Includes  reinvestment  of  dividends  and  capital 
gains.  Multiyear  periods  are  average  annual  returns. 
Mutual  funds  are  U.S.  diversified  equity  funds,  after 
expenses  but  before  sales  charges.  Institutional 
fund  returns  are  before  expenses. 

DATA  M0RNINGSTAR  INC.,  SEI  CORP 


agers  failed  to  beat  the  benchmark.  ' 
more  investors  decide  to  put  mone^ 
the  indexes,  the  more  those  decisi 
reinforce  the  indexes'  strengths  and  ] 
vide  a  significant  prop  to  the  stock  n 
ket.  Every  new  dollar  plunked  into 
s&P  index  fund  is  invested  in  the  ss 
list  of  stocks,  starting  with  Gen< 
Electric  Co.  and  AT&T  and  moving  d( 
the  line. 

The  s&p  500-index  is  the  most  pc 
lar,  but  broader  ones  such  as 
Wilshire  5000  and  small-stock  inde 
including  the  Russell  2000  are  incr< 
ingly  used  for  indexing.  S( 
pension  funds,  such  as  th 
of  Florida  and  Colorado, 
employing  "enhanced"  ini 
strategies,  which  tweak  the 
dex  funds  in  small  ways 
scratch  out  some  extra  retu 
Indexing  is  going  abroac 
well.  International  index  fu 
grew  at  about  twice  the  l 
of  U.  S.  index  funds  last  y 
adjusted  for  market  appre 
tion,  reports  P&l.  In  Deci 
ber,  London's  Barclays  J3; 
PLC  spent  $443  million  to 
quire  San  Francisco-ba 
Wells  Fargo/Nikko  Investm 
Advisors,  the  largest  mana 
of  index  funds.  The  plan: 
port  indexed  investing,  wl 
is  mainly  a  U.  S.  business 
clients  around  the  world. 
40KK)  POWER.  The  rush  to 
dexing  is  showing  no  sign 
a  letup.  The  huge  numbei 
dollars  that  pile  up  in 
country's  megafunds  almost 
mand  it.  "Once  a  pension  fi 
has  over  $1  billion  in  ass' 
it  has  no  choice  but  to  st 
indexing  a  significant  port 
of  the  portfolio,"  says  Step! 
L.  Nesbitt,  senior  vice-pr 
dent  for  Wilshire  Associa 
Inc.,  a  pension-fund  consults 
"With  really  large  funds,  act 
management  will  just  revert  to 
mean."  In  other  words,  they  ' 
earn  just  a  market  return — 1 
management  fees  and  transact 
costs.  Nesbitt  says  the  v 
largest  pension  funds — those  w 
more  than  $5  billion  in  asset 
will  likely  have  at  least  half  tl 
assets  in  index  funds.  At  the 
billion  Colorado  pension  fund, 
two-thirds. 

The  proliferation  of  defined-c 
tribution  pension  plans,  such 
the  4010k),  is  also  fueling  growtl 
indexing.  In  fact,  much  of  the  r 
tual-fund  money  that  is  getting 
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;d  came  through  these  plans.  Now, 
it  46%  of  401(k)  plans  offer  equity 
x  funds — a  figure  that  rises  to  60% 
ans  with  more  than  $200  million  in 
ts,  according  to  Bob  Wuelfing,  pres- 
t  of  Access  Research  Inc.,  a  con- 
ng  firm  specializing  in  401(k)  plans, 
lfing  says  equity  index  funds  are 
on  the  list  of  features  plan  sponsors 
;  to  add  to  their  programs, 
or  sure,  what  has  put  indexing  in 
imelight  again  is  that  it  has  been  so 
essful  (table).  In  1995,  just  29%  of 
'active"  managers — those  who  pick 
is  the  old-fashioned  way — beat  the 
500,  according  to  sei  Corp.  Mutual- 
managers  did  even  worse:  Only 
)f  the  diversified  U.  S.  equity  funds 
ed  the  index  last  year,  according  to 
ningstar  Inc.  The  stock-pickers'  re- 
3  are  better  over  the  longer  periods, 
not  by  much. 

ED  ATTRACTION.  Bull  markets  come 
go,  but  index  funds  have  more  en- 
ig  attributes.  Mainly,  they're  cheap 
)erate.  Big  pension  funds  pay  1  to  2 
;  points  a  year,  or  0.01%  to  6.02%  of 
ts,  as  a  management  fee,  vs.  0.40% 
.50%  for  active  management.  L. 
srt  Frazier,  assistant  treasurer  for 
t  management  at  Kimberly-Clark 
).,  estimates  the  company's  pension 

should  save  about  $100  million  in 

over  the  next  decade  through  in- 
ng  and  enhanced  strategies.  Ninety 
ent  of  Kimberly-Clark's  $2  billion 
ion  fund  is  indexed, 
lere  are  other  savings.  Since  index 
s  don't  trade  much,  they  incur  few 
mission  and  market-impact  costs, 
n  they  do  trade,  it's  mainly  in  large 
d  stocks,  where  costs  are  the  low- 
In  the  case  of  mutual  funds,  index- 
has  an  added  attraction:  Because 

don't  trade  stocks,  there  are  few  if 
taxable  capital-gains  distributions, 
ost  all  taxes  are  deferred  until  the 
eholder  cashes  out. 
idexing  has  its  critics,  of  course.  In- 
ment  consultant  James  Hamilton  of 
rilton  &  Co.  warns  that  index  funds 
good  because  of  the  favorable  mar- 
conditions.  When  the  market  drops, 

offer  no  cushioning.  "They've  got  a 
unprotected  downside,"  he  warns. 
iyVe  been  able  to  ride  out  the  bear 
iets  because  the  bear  markets  have 
i  short.  What  if  you  get  a  two-year 

market  like  we  had  in  the  1970s?" 
;till  believes  that  smart,  active  man- 
s  will  best  the  index  funds  any  day. 
o  doubt  the  big  pension  funds  will 
inue  to  search  for  market-beating 
agers.  But  they'll  be  more  wary 
it  which  managers  they  place  their 

on.  With  indexing  an  attractive  al- 
ative,  they  can  afford  to  be  choosy. 

By  Jeffrey  M.  Laderman 
in  New  York 


WHAT  IT  TAKES 
TO  STAY  IN  THE  VANGUARD 


In  the  mutual-fund  world,  the  "hot" 
fund  is  the  one  that  leads  the  pack 
in  performance  and  pulls  in  the 
cash.  The  Vanguard  Index  Trust  500 
Portfolio,  a  mutual  fund  with  a  port- 
folio that  duplicates  the  Standard  & 
Poor's  500-stock  index,  is  one  hot 
property.  During  1995,  the  fund's  as- 
sets swelled  86%,  to  $17.3  billion.  So 
far  this  year,  inves- 
tors have  put  in  an 
astounding  $2.1  bil- 
lion. "I'm  a  little 
worried  that  the  in- 
dex fund  is  hot,"  ad- 
mits John  C.  Bogle, 
Vanguard's  chair- 
man. "Hot  is  not  our 
style." 

Perhaps  not.  But 
index  funds  are  in. 
They're  cheap  to  op- 
erate, and  they  de- 
liver the  goods, 
which  is  Vanguard's 
style.  And  it  ex- 
plains why  this 
company  has  made 
indexing  a  corner- 
stone of  its  opera- 
tion while  most  fund  companies  don't 
offer  it.  What's  more,  even  those  that 
do  can't  beat  the  Vanguard's  S&P-500 
rock-bottom  expense  ratio  of  0.19%. 
In  contrast,  expenses  at  Fidelity's 
and  T.  Rowe  Price's  index  funds  run 
0.45%,  and  at  Dreyfus,  they  are 
0.61%. 

CAREFUL  INVESTING.  Low  expenses 
give  the  index  funds  a  head  start 
over  actively  managed  mutual  funds. 
Last  year,  the  average  equity  fund 
incurred  expenses  of  1.28%.  That 
means  other  fund  managers  have  to 
take  bigger  risks  to  earn  over  1% 
more  just  to  stay  even  with  the  Van- 
guard 500.  George  U.  "Gus"  Sauter, 
the  fund's  manager,  has  a  less  daunt- 
ing task:  He  has  to  make  sure  the 
fund  is  investing  its  money  in  the 
correct  proportions  so  that  it  tracks 
the  index. 

Vanguard  launched  the  first  index 
mutual  fund  in  1976  with  only  $11 
million  in  shareholder  money.  But  in 
the  1980s,  investors  discovered  the 
s&P  fund,  and  by  1987,  the  fund  hit 
$1  billion.  "That's  when  I  knew  we 
were  a  success,"  says  Bogle.  That's 
also  when  Sauter,  a  University  of 
Chicago  mba,  came  on  board  to  run 


SAUTER:  Beyond  the  S&P  index 


the  fund  and  develop  other  indexed 
equity  products. 

Vanguard  currently  offers  17  equi- 
ty and  6  bond  index  funds,  and  all  in- 
dex-fund assets  total  $42  billion.  For 
investors  who  want  small  company 
stocks,  the  Small  Capitalization  Stock 
Portfolio  tracks  the  Russell  2000  in- 
dex. Vanguard's  Extended  Market 
Portfolio  covers 
smaller  stocks  as 
well,  starting  where 
the  s&P  500  leaves 
off  and  picking  up 
the  other  stocks 
that  make  up  the 
Wilshire  5000.  The 
Total  Stock  Market 
Index  covers  the  en- 
tire Wilshire  uni- 
verse— large-  and 
small-cap  stocks. 

All  of  those  funds 
are  enjoying  growth 
spurts,  too,  as  are 
the  international  in- 
dex funds:  Europe- 
an, Pacific,  and 
Emerging  Markets. 
A  new  fund  will 
soon  tie  those  three  into  one  interna- 
tional index.  Also  in  the  works  is  an 
index  fund  that  invests  in  real  estate 
investment  trusts. 

In  pushing  beyond  the  s&P,  Sauter 
is  challenging  the  conventional  wis- 
dom that  active  managers  can  exploit 
inefficiencies  in  smaller-cap  stocks 
and  foreign  markets  that  don't  exist 
among  the  U.  S.  blue  chips.  "Perhaps 
so,"  says  Sauter,  "but  can  they  flesh 
those  inefficiencies  out  in  a  cost-ef- 
fective way?"  In  less  liquid  foreign 
markets,  he  notes,  the  high  manage- 
ment and  trading  costs  chew  up 
those  profits,  leaving  index  funds — 
which  have  no  active  management 
and  do  little  trading — with  a  distinct 
advantage.  From  1991  to  1995,  for  in- 
stance. Vanguard's  European  index 
fund  beat  80%  of  its  competitors. 
Last  year,  the  new  emerging-mar- 
kets index  fund  bested  nearly  two- 
thirds  of  its  peers. 

It's  a  bit  too  soon  to  tell  whether 
or  not  Vanguard's  newer  index  funds 
will  match  the  success  of  its  flagship. 
But  so  far,  they're  off  to  a  mighty 


good  start. 


By  Jeffrey  M.  Laderman 
in  Valley  Forge,  Pa. 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

GABELLI'S  HEART  IS 
WHERE  THE  HOME  IS 

How  much  higher?  That,  says  money 
manager  Mario  Gabelli,  isn't  the  is- 
sue. The  pressing  question:  "Where  to 
find  bargains  in  this  roaring  bull  mar- 
ket." As  keeper  of  $10  billion  in  in- 
vestors' assets,  Gabelli  Asset  Manage- 
ment and  its  group  of  mutual  funds 
hold  at  least  a  5%  stake  in  more  than 
100  companies.  So  it's  essential,  says 
Gabelli,  to  flush  out  "values  that  have 
been  unjustifiably  battered  or  ignored, 
or  are  simply  undiscovered.''  He  thinks 
the  next  batch  of  winners  will  be  in 
the  economy's  depressed  sectors. 

With  the  economy  on  the  go — and 
housing  construction  stronger  than  ex- 
pected— Gabelli  thinks  that  makers  of 
housewares,  furnishings,  and  building 
materials  will  shine. 

Gabelli's  picks:  General  Housewares 
(ghw),  a  Big  Board-listed  maker  of  cut- 
lery, pots  and  pans,  and  other  kitchen- 
ware;  Nortek  (ntk),  which  produces 
plumbing,  air-conditioning,  and  music- 
intercom  systems;  and  Ampco-Pitts- 
burgh  (ap),  a  manufacturer  of  heating 
coils,  pumps,  and  rolled  metal  sheets 
used  in  aluminum 
f  siding  and  appli- 
)  ances.  "Not  exact- 
|  ly  sexy  plays,  but 
;  they're  companies 
I  that  do  exceed- 
ingly well  in  an 
i  improving  econo- 
my," says  Gabelli. 

General  House- 
wares has  added 
allure:  It's  a  ru- 
mored buyout  target,  says  a  New  York 
investment  banker  who  believes  a  con- 
glomerate has  taken  a  4.9%  stake.  The 
banker  says  this  group  is  known  for  ac- 
quiring big  positions  in  companies — 
and  it  often  leads  to  a  merger.  He  fig- 
ures General  Housewares  is  worth  20  a 
share  in  a  takeover. 

abelli,  whose  group  owns  17%  of 
Genera!  Housewares,  says  he  doesn't 
know  of  a  buyout.  But  he  calls  it  very 
attrai 1  ive  at  its  current  price  of  9!4 

So  i.-  Nortek,  he  says,  of  which  Gab- 
elli hoi  15%.  About  60%  of  its  1995 
sales  o."  $776  isillion  came  from  the  re- 
modeling ami  renovation  market — and 
the  rest  from  building  new  houses. 
Nortek,  he  notes,  has  engineered  a 


BARGAIN  HUNTER 


turnaround:  After  several  years  of  loss- 
es, Nortek  made  a  profit  in  1994.  It 
earned  $1.19  a  'share  last  year  and 
should  make  $1.50  this  year,  estimates 
Gabelli.  In  1997,  look  for  $1.70. 


Gabelli's  Best  Bets 


STOCKS 

STOCK 

EST.  1996 

TARGET 

PRICE 

EPS 

PRICE 

GEN.  HOUSEWARES 

$91/ 

$0.95 

$20 

NORTEK 

m 

1.50 

25 

AMPCO-PITTSBURGH 

10K 

.90 

20 

DATA:  BLOOMBERG  FINANCIAL  MARKETS.  GABELLI  FUNDS  INC 

Ampco-Pittsburgh  "is  another  down- 
trodden stock  that  we  think  is  under- 
priced,"  says  Gabelli,  whose  funds  own 
19%  of  the  stock.  The  company  has  a 
strong  balance  sheet:  almost  no  debt 
and  a  cash  hoard  of  $3  a  share.  Ampco, 
which  made  94(2  a  share  last  year,  is 
expected  to  earn  only  90(2  this  year 
but  should  make  $1.75  in  1997. 


IS  INTUIT  S 

BAD  KARMA  ENDING? 

After  a  series  of  unlucky  breaks,  In- 
tuit (intu) — whose  shares  tumbled 
from  89!4  in  early  November  to  49  on 
Mar.  19 — may  give  investors  wonderful 
news:  buyout  talk,  to  be  more  precise. 

This  maker  of  personal-finance  and 
small-business  accounting  software  has 
suffered  severe  blows  since  last  May, 
when  Microsoft  withdrew  its  offer 
(made  in  October,  1994,  when  the  stock 
was  at  55)  to  buy  the  company  for  $114 
a  share.  The  offer  had  lofted  Intuit  into 
the  80s,  but  it  plunged  to  57  when  the 
deal  was  pulled.  And  just  when  the 
stock  started  to  perk  up,  to  67,  it  got 
nailed  again:  On  Mar.  1,  it  warned  that 
earnings  would  be  little  changed  in  the 
second  half  of  its  fiscal  year  ending  July 
31,  1996.  That  sent  the  stock  to  50'A. 
Then,  on  Mar.  18,  Microsoft  unveiled 
plans  for  providing  Internet  hookups 
between  consumers  and  banks — chal- 
lenging Intuit  in  online  banking.  The 
stock  again  reeled — falling  to  48/4. 

No  matter,  say  investors  who  are 
suddenly  bullish  on  Intuit.  They  are 
convinced  that  a  major  designer  of 
standardized  software,  with  revenues  of 
$2.5  billion,  is  seeking  to  buy  Intuit  at 
65  to  70  a  share.  This  company's  inte- 
grated software  is  used  on  systems 
produced  by  IBM,  Digital  Equipment, 
and  Hewlett-Packard,  among  others. 

Intuit's  software  would  provide  a 
useful  fit  with  the  buyer's  software 


line,  says  one  New  York  investme 
manager.  And  with  the  potential  bu 
er's  deep  pockets  and  market  peneti 
tion,  Intuit  would  be  able  to  batt 
Microsoft's  incursion  into  its  turf,  sa 
this  pro.  A  spokeswoman  for  Inti 
says  it  isn't  for  sale. 

FEELING  A  RUSH 
AT  CDLUMBIA  LABS 

In  the  past  thiee  years,  the  shares 
I  Columbia  Laboratories  (cob)  ha 
forged  ahead,  rising  from  about  4 
11%  lately.  But  guess  what?  They' 
destined  to  hit  20  by  yearend. 

So  says  Bart  Blout,  president 
Sawtooth  Capital  Management  ai 
vice-president  for  research  at  Stror 
Susskind  Securities.  The  two  firms  o\ 
a  combined  10%  of  Columbia.  Also  bi 
ish  is  Bio  Vest  Research  analyst  Edc 
Hedaya,  who  thinks  Columbia  will  ste 
making  money  this  year.  Based  on  fa 
moving  events  and  revenues  from  S 
products,  he  thinks  Columbia  could  s 
its  earnings  double  each  year  over  t 
next  two  years,  to  about  $1.50,  up  frc 
an  estimated  23(2  this  year. 

One  reason  is  a  pact  that  Columl 
signed  last  May  for  American  Hor 
Products  to  market  worldwide  its  ch 
product — Crinone — a  vaginally  appli 
hormone  replacement  for  post-men 
pausal  women.  American  Home  pa 
Columbia  $6  million  upon  signing  a 
will  make  further  payments  totalii 
$19  million — for  overseas  approvals  a 
upon  reaching  certain  sales  levels.  A 
proval  of  Crinone  in  Britain,  for  i 
stance,  triggered  a  $2  million  payme 
in  June,  1995.  And  this  January,  the 
was  a  further  $1.5  million  when  t' 
drug  got  the  nod  from  French  regul 
tors.  Germany  and  Italy  should  gi 
the  O.  K.  in  a  few  months. 

Thus.  American  Home  may  laun 
Crinone  in  Europe  in  the  second  half 
this  year.  Introduction  in  the  U.S. 
expected  by  1997,  pending  Food 
Drug  Administration  approval.  Colui 
bia  gets  a  30%  royalty  on  sales. 

Columbia  has  another  blockbust 
in  the  pipeline:  SPC3 — a  drug  that  con 
block  all  strains  of  hiv  from  enterii 
susceptible  human  cells.  The  compai 
has  filed  an  fda  application  to  sta 
clinical  trials  of  this  aids  therapy. 

Some  observers  believe  that,  on 
Crinone  is  launched,  American  Hon 
will  acquire  Columbia  Labs.  "Thai 
certainly  a  logical  possibility,"  says 
Columbia  insider. 
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The  new  Epson  PhotoPC  color  digital  camera. 
So  dlTldZinQ  we  can't  express  it  in  words, 
but  we  can  in  pictllfeS. 


$499 


■T7 

I 


V 


PHOTOPC  PROVIDES  TRUE  640  X  480  PIXEL  RESOLUTION  FOR  SUPERIOR  PRINT  QUALITY 


1  : 

PSON  PHOTOPC  IS  THE  QUICKEST,  EASIEST  AND  MOST  AFFORDABLE  WAY  TO  BRING  PICTURES  INTO  YOUR  COMPUTER. 

'imply  point  the  camera  and  shoot  the  pictures.  Then  download  them  into  your  computer.  You'll  get  pictures  in  more  than  16  million  colors  with 
ue  640  X  480  pixel  resolution.  Whether  you're  at  work,  on  the  road  or  at  home,  you'll  create  electrifying  letters,  reports,  presentations  and 
-mail.  PhotoPC  offers  maximum  flexibility,  too.  With  expandable  memory,  you  can  store  from  32  pictures  up  to  160  and  you  can  add  lenses  or 
Iters  that  enable  close-up,  wide  angle  or  special  effect  shots.  Best  of  all,  PhotoPC  comes  with  everything  you  need  to  get  started  right  out  of 
le  box,  including  the  cable  and  easy-to-use  software.  PhotoPC  also  works  with  all  Windows"  software  and  any  printer.  Now  what  you  see  can 
;come  what  you  print.  For  more  information,  call  1-800-BUY-EPSON  and  ask  for  operator  3030  or  visit  our  Web  site  at  http://www.epson.com. 


YOU'VE  GOT  TO  SHE  IT  IN 


EPSON 


COLOR. 


*  At  participating  dealers.  EPSON  is  a  registered  trademark  of  Seiko  Epson  Corp.  PhotoPC  is  a  trademark  of  Epson  America,  Inc.  Windows  is  a  registered  trademark  of  Microsoft  Corp.  '6)1996  Epson  America,  Inc. 
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COMPUTERS 


DOWNTIME 
FOR  THE  PC  BIZ 

Sales  are  slowing  fast.  Are  cheaper  machines  the  answer? 


William  Y.  Tauscher,  chairman  of 
Vanstar  Corp.,  stood  on  the 
floor  of  the  New  York  Stock 
Exchange  on  the  morning  of 
Mar.  8,  facing  a  TV  camera.  Around  the 
world,  4,000  employees  were  tuned  in  to 
a  closed-circuit  network  to  join  the  ac- 
tion as  the  first  Vanstar  shares  changed 
hands.  Instead,  Tauscher,  who  had  spent 
five  years  remaking  the  failed  Compu- 
terLand PC  store  chain  into  a  provider 
of  personal-computer  and  networking 
services,  had  to  announce  that  the  offer- 
ing had  been  delayed.  The  culprit:  a 
stock  market  spooked  by  the  prospect  of 
a  slowdown  in  PC  sales.  Three  days  lat- 
er, the  shares  came  out — but  at  $10  a 
share,  down  $1.50  ft™  what  Tauscher 
had  hoped.  "One  could  have  picked  a 
better  week  to  be  doing  this,"  he  says. 

Not  lately.  Every  week  brings  more 
sober  news  about  the  state  of  the  PC  in- 
dustry.  On  Jan.  16,  Intel  Corp.  Chief 
Financial  Officer  Andy  D.  Bryant  said 
the  chip  maker's  first-quarter  sales  would 
be  flat  with  the  fourth  quarter,  the  first 
no-grow  h  quarter  in  four  years.  Then 
on  Mar.  Compaq  Computer  Corp.  an- 
nounced hat  first-quarter  sales  were 
soft  and  thai  profit  margins  were  falling. 
Three  days  later,  IBM  Chairman  Louis  V. 


FEWER  TAKERS:  Gerstner  Jr.  told 
A  New  York  Wall  Street  that  he 
computer  store  was  disappointed 
"  with  PC  growth  in 
the  U.  S.  On  Mar.  19,  chipmaker  Cirrus 
Logic  Inc.  cut  13%  of  its  workforce, 
blaming  weak  PC  sales. 

It  was  bound  to  happen.  The  gravity- 
defying  PC  industry  is  falling  back  to 
earth — mostly  because  of  a  sluggish  U.  S. 
market.  After  humming  along  for  the 
last  three  years  at  25%  to  30%  annual 
growth  rates,  analysts  now  expect  1996 
industry  growth  to  drop  sharply.  U.  S. 
PC  shipments  will  grow  around  12%  in 
1996,  down  from  a  robust  22%-  last  year 
(chart),  predicts  market  researcher  Com- 
puter Intelligence  InfoCorp. 

What's  behind  the  numbers?  First, 
sales  to  corporate  buyers,  educational 
institutions,  and  the  government — which 
make  up  half  of  all  pes  shipped — are 
stalling.  The  reason,  say  market  re- 
searchers, is  that  many  of  those  cus- 
tomers are  holding  off  in  anticipation 
of  a  new  version  of  Microsoft  Corp.'s 
Windows  NT  operating  system  due  out 
this  summer  with  a  Windows  95  user 
interface.  At  the  same  time,  the  white- 
hot  home  PC  market  is  beginning  to 
cool,  pc  makers  seem  to  have  hit  a  wall: 


They've  stopped  bringing  broader  s 
ments  of  the  public  into  the  PC  mar 
because  the  machines  are  still  too  pri 
A  few  years  back,  industry  executi 
had  predicted  40%  of  U.  S.  homes  wc 
own  a  PC  by  now.  Instead,  Dataqu 
Inc.  says  the  number  is  closer  to  29 
It  all  adds  up  to  a  tough  year  for 
makers  and  their  suppliers.  The  f 
victims  are  makers  of  key  compone: 
Texas  Instruments  Inc.  and  Mic 
Technology  Inc.  have  already  cited  si 
gish  PC  sales  for  a  dip  in  shipments 
memory  chips  and  earnings. 

So  far,  software  giant  Mi< 
soft  says  it's  not  detecting 
\  slowdown  and  claims  to  be 
|  track  to  ship  more  than  50  mil 
copies  of  Win95  by  the  enc 
August,  the  product's  first  ai 
versary.  But  the  signals 
mixed  for  other  compan 
"Some  of  our  computer  mal< 
are  slowing  down,  and  some 
doing  well,"  says  Alan  F.  S 
gart,  ceo  of  disk-drive  ma 
Seagate  Technology  Inc. 
GROWTH  SPOTS.  In  the  face  i 
market  slowdown,  many  pc  rr 
ers  will  try  to  keep  their  facto 
humming  by  grabbing  mar 
share.  "Do  I  cut  back  on  [r 
material  coming  in?  Slow  d( 
on  manufacturing  output  or 
ahead  with  plan  and  po1 
through  to  the  market?"  asks  Com 
ceo  Eckhard  Pfeiffer.  "We've  cho 
the  latter." 

PC  companies  could  be  in  for  a  br 
ing.  The  most  vulnerable  are  th 
without  significant  international  b 
ness.  Companies  such  as  Compaq,  ] 
and  Apple  get  half  their  sales  outs 
the  U.  S.,  where  the  slowdown  is 
severe.  Dataquest,  for  example,  figi 
European  PC  growth  will  drop  fi 

PC  BLUES 

Sales  growth  in  all  segments  o 
the  U.S.  market  is  slowing 
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to  20%.  Analysts  say  home  PC 
?r  Packard  Bell  Electronics  Inc.  is 

exposed  because  it  relies  so  heav- 
m  the  U.  S.  consumer  market, 
•e  competition  is  bound  to  become 

more  cutthroat. 

gital  Equipment  Corp.  has  already 
led  the  home  market  is  too  tough 
other  with.  On  Jan.  29,  it  pulled 
slug  on  its  Starion  home  PC,  con- 
lg  that  it  couldn't  afford  the  battle 
narket  share  against  better-known 
)etitors.  Now,  Digital  says  slug- 
PC  sales  overall  will  hurt  earnings 
he  quarter  ended  Mar.  30. 
isn't  all  gloom  in  PC  land,  though, 
i  of  network  servers  are  growing  at 
mual  clip  of  more  than  30%  so  far 
year.  Laptop  computer  sales,  after 
g  off  a  cliff  in  1995,  are  expected  to 

up  dramatically  as  PC  makers 
;h  to  new  Pentium-based  models, 
there's  still  opportunity  to  expand 
hot-growth  areas  overseas — espe- 
r  in  the  Asia/Pacific  region,  where 

are  booming.  Analysts  predict  PC 

in  Japan  of  6.5  million  units,  up 
t  30%.  As  of  last  year,  only  19% 
ipanese  homes  have  PCs — a  num- 
ikely  to  hit  24%  this  year, 
le  immediate  problem  for  PC  mak- 
though,  is  inventory.  While  Christ- 
shipments  were  up  15%  over  the 
;h  quarter  of  1994,  that  wasn't 
gh  to  clear  the  shelves.  The  retail 
nel  is  now  overloaded  with  every- 
r  from  disk  drives  and  memory 
ds  to  modems  and  monitors.  That 
is  aggressive  price  cuts.  In  the  past 
weeks,  Compaq,  IBM,  Hewlett-Pack- 
and  Dell  have  cut  prices  up  to  30%. 
m  inventory  gets  out  of  hand,  pric- 
?oes  out  the  window,"  says  Mary 
,  vice-president  for  commercial  sys-> 

at  PC  maker  NEC  Technologies  Inc. 
.ING  ALL  NEWBIES.  Even  if  price 

erase  the  inventory  problem,  PC 
jrs  will  still  have  challenges.  The 
sst:  slowing  demand  for  home  PCs, 
h  has  been  the  engine  for  industry 
rth  for  the  past  few  years.  Esti- 
is  vary,  but  Dataquest  figures  that 
onsumer  market  growth  will  plunge 
le  U.S.  to  as  little  as  8%— down 

22%  in  1995  and  a  sizzling  42% 
fear  before. 

'he  home  market  is  played;  that's 
says  Dataquest's  Kimball  Brown. 
;  long-term  trend  is  for  slow 
/th."  Brown  maintains  that  the 
d  in  home  PC  sales  from  1992  to 
was  a  one-time  event  as  computers 
\  from  glorified  typewriters  to  mul- 
dia  entertainment  devices  and  cy- 
ruisers.  "Suddenly,  everyone  had  to 
i  one,"  he  says. 

ow,  first-time  buyers  are  becoming 
:er.  International  Data  Corp.  esti- 
;s  the  number  of  newbies  entering 


the  market  could  drop  to  1  million  this 
year  from  the  2  million-a-year  rate  over 
the  past  several  years.  Says  Hewlett- 
Packard  consumer  PC  chief  Webb 
McKinney:  "The  key  question  is:  How 
do  we  reach  new  people?  We're  still 
selling  to  the  same  old  demographic, 
and  I  don't  see  lots  of  new  buyers." 

The  answer  may  be  simple:  Instead 
of  keeping  prices  steady  while  adding 
the  latest  technology,  expand  the  market 
by  selling  cheaper  machines.  Indeed, 
the  price  of  the  typical  home  PC  has 
held  steady  in  the  $1,700  to  $3,000 
range,  but  every  year  you  get  more  for 
that  price.  Recently,  instead  of  passing 
along  lower  memory  prices,  some  com- 
panies have  been  pitching  machines  with 
as  much  as  24  megabytes  of  memory — 
or  a  third  more  than  what  most  PC  own- 
ers need — to  keep  prices  up.  "PCs  are 


not  affordable,"  says  idc  analyst  Bruce 
Stephen.  Manufacturers,  he  insists,  will 
have  to  market  cheaper  models  to  "build 
the  next  consumer  wave." 

There  is  evidence  of  demand  for  more 
affordable  machines.  Against  the  advice 
of  Packard  Bell,  last  fall  Wal-Mart  Stores 
Inc.  ordered  $1,000  home  PCs  based  on 
trailing-edge  Intel  486  chips.  The  entire 
allotment  of  30,000  machines  sold  out 
over  the  Thanksgiving  weekend.  Indeed, 
NEC's  Chin  says  486-based  PCs  still  rep- 
resented 20%  of  last  year's  sales.  Says 
Michael  Feibus,  a  principal  at  Mercury 
Research  in  Scottsdale,  Ariz.:  "The  bmw 
market  has  been  saturated.  We  need  to 
find  the  Yugo."  Sounds  simple.  Now,  all 
PC  makers  have  to  figure  out  is  how  to 
sell  Yugos  at  a  profit. 

By  Ira  Sager  in  New  York, 
with  bureau  reports 
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APIP- 

0R  A  PIPSQUEAK? 

Apple's  Pippin  lets  a  TV  do  a  PC's  work,  but  it  may  be  too  late 

In  his  grim  final  days 
at  Apple  Computer 
Inc.,  former  Chief 
Executive  Michael  H. 
Spindler  took  every 
opportunity  to  talk 
about  Pippin,  a  tech- 
nology that  would  be 
Apple's  most  aggres- 
sive move  into  consum- 
er electronics.  Based 
on  a  scaled-down  ver- 
sion of  the  Macintosh 
operating  system,  Pip- 
pin would  make  pos- 
sible gadgets  to  let  the 
TV-viewing  masses 
play  Mac  games  and 
surf  the   Net  from 


WELCOME  SCREEN 

Apple's  Chahil  and  Bandai's  Yamashina  take 
their  couches.  Even  the  Atmark  combination  game  player-Internet 
when  Spindler  was  browser  for  a  test  spin 

trying  to  calm  the  jit- 


ters of  analysts  who  were  spooked  by 
Apple's  sudden  losses,  he  plugged  the 
concept.  "He  talked  about  it  like  it 
would  be  the  savior  of  the  company," 
says  cs  First  Boston  Corp.  analyst  J. 
William  Gurley. 

The  Pippin  idea  wasn't  enough  to 
save  Spindler  and  in  its  first  incarnation, 
seems  unlikely  to  do  much  to  alter  Ap- 
ple's fate,  either.  The  first  Pippin  prod- 
uct, the  $620  Atmark,  was  slated  to 
start  shipping  in  Japan  on  Mar.  22  from 
Bandai  Co.,  the  company  that  brought 


the  world  the  Power  Rangers.  But  at 
previews  in  the  U.  S.  in  early  March, 
the  system  got  a  lukewarm  response 
from  software  developers.  Even  if  the 
Atmark  fives  up  to  Bandai's  ambitious 
plans — Chief  Executive  Makoto  Yama- 
shina says  the  company  will  ship  500,000 
units  worldwide  in  the  first  year — Apple 
won't  get  much  out  of  it.  It  receives 
royalties  of  $10  to  $20  per  machine  and 
$1  per  game  disk. 

The  Atmark — the  name  comes  from 
the  @  symbol — bears  the  ill  effects  of 
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Pippin's  long  gestation.  It  started  in 
1993  as  a  portable  game  machine,  but 
the  project  languished,  and  Apple  began 
looking  for  licensees  for  a  TV-based  unit 
in  1994.  Bandai  had  planned  to  bring 
Atmark  out  in  December  but  then, 
working  with  Apple,  decided  to  wait 
until  March  so  they  could  add  Internet 
access.  By  adding  a  modem  and  Web- 
browsing  software  from  Netscape  Com- 
munications Corp.,  they  figured  Pippin 
also  could  serve  as  a  cheap  Web  cruiser. 

By  the  time  the  Atmark  arrives  in 
the  U.  S. — Bandai  says  it  will  by  year- 
end — there  may  be  lots  of  Net  cruisers 
around.  In  late  April,  Oracle  Systems 
Corp.  ceo  Lawrence  J.  Ellison  says  he 
will  announce  plans  by  some  of  the 
world's  top  consumer-electronics  giants 
to  build  his  Network  Computer  design. 
And  Sega  Enterprises  Ltd.  is  poised  to 
bring  out  a  cybercruising  game  ma- 
chine— under  the  Atmark  price. 
"MODEL  OF  THE  FUTURE."  The  Atmark, 
which  works  like  a  CD  player  and  looks 
like  a  cable  box,  is  impressive  enough.  It 
lets  TV  viewers  play  games,  run  educa- 
tional software,  and  surf  the  Net.  But  to 
keep  the  price  low,  Apple  chose  a  14.4- 
kbps  modem  rather  than  the  speedier 
28.8-kbps  type.  A  keyboard  is  an  ex- 
tra-cost option.  Another  minus:  Text  re- 
mains tough  to  read  on  the  tube — an 
obstacle  for  all  TV-based  Net  surfing. 

Pippin's  real  value  may  be  in  proving 
that  Apple  can  be  lean,  mean,  and  en- 
trepreneurial once  more.  Just  25  full- 
time  Apple  staffers  work  on  the  project. 
They  are  seeking  electronics  makers  to 
sell  Pippin  technology  in  a  variety  of 
forms — embedded  in  high-tech  TVs  or 
as  slick  stereo  components,  for  example. 
Target  companies  include  Samsung 
Group  and  Mitsubishi  Electric  Corp., 
which  already  manufactures  the  Atmark 
for  Bandai.  "It's  the  business  model  of 
the  future,"  says  Apple  Senior  Vice- 
President  Satjiv  Chahil.  Corporations 
could  also  use  Pippin — to  replace  PCs 
in  showrooms  or  training  classes.  TRW 
Inc.  may  buy  100  Atmarks  to  let  em- 
ployees look  up  benefits  information. 

For  now,  Apple  has  only  Bandai.  The 
$2.6  billion  company  says  it  will  lay  out 
its  U.  S.  plans  on  May  15 — including  a 
$50  million  budget  to  promote  it  in  the 
-slightly  more  than  Sony  Corp.'s 
-'  "  •  :  iilion  campaign  for  the  PlayStation, 
which  costs  half  as  much  and  is  attract- 
ing the  hottest  new  games. 

At  Apple,  new  ceo  Gilbert  Amelio 
shares  his  predecessor's  enthusiasm  for 
Pippin.  "Gil  i  es  Pippin  as  a  first  step 
customers  cai  take  to  become  familiar 
with  Apple  technology,"  says  Apple  Sen- 
ior Vice-President  Steven  Franzese.  If 
not  the  first  step  to  Apple's  salvation. 

By  Peter  Burrows  in  San  Francisco, 
with  bureau  reports 


BIOTECHNOLOGY 


EXTREME 
ENZYMES 

Science  is  commercializing  nature's  diehard  proteins 


Thirteen  degrees  north  of  the  equa- 
tor in  the  East  Pacific,  a  mile  and 
a  half  below  the  surface,  Univer- 
sity of  Delaware  scientists  in  a 
submersible  vessel  collect  worms  with 
feathery  bacterial  plumage  from  the 
sides  of  hydrothermal  vents  where  the 
water  temperature  reaches  185F.  Half  a 
world  away,  in  Iceland,  a  German  team 
collects  hardy  microbes  from  a  vent 
spewing  sulfuric  steam  into  the  air.  In 
Israel,  researchers  hunt  for  bugs  in  the 
intense  salinity  of  the  Dead  Sea.  And 
from  arctic  pools,  scientists  collect  bacte- 
ria that  grow  best  at  32F. 

Criss-crossing  the  globe,  these  scien- 
tists are  chasing  some  of  nature's  oddest 
enigmas:  microbes  called  extremophiles 
that  populate  the  world's  most  inhospit- 
able environments.  These  roaming  sci- 
entists share  something  else,  too:  All  are 
consultants  and  advis- 
ers to  a  small  compa- 
ny, Recombinant  Bio- 
Catalysis  Inc.  (rbi)  in 
Sharon  Hill,  Pa.  Its 
mission:  to  discover, 
clone,  and  commer- 
cialize unusual  en- 
zymes secreted  by 
extremophiles. 
BRAIN  TRUST.  For 
years,  common  en- 
zymes— the  protein 
catalysts  that  control 
the  metabolism  of  all 
creatures — have  been 
replacing  expensive 
and  polluting  chemi- 
cal catalysts  used  in 
the  production  of 
food,  drugs,  and  paper  goods.  The  trou- 
ble is,  most  of  these  enzymes  are  un- 
stable at  high  heat  or  in  solvents  found 
in  many  industrial  processes.  That  has 
limited  their  usefulness. 

Enter  the  extremophiles — and  rbi. 
Noting  that  many  of  the  organisms 
thrive  in  just  the  sorts  of  toxic  brews 
that  industry  likes  to  concoct,  rbi  ceo 
Barry  L.  Marrs — a  former  director  of 
life  sciences  at  DuPont  Co. — has  recruit- 


ed top  academicians  who  study  th 
creatures.  As  consultants,  they  sh 
data  with  rbi  and  license  the  comp 
to  commercialize  enzymes  from  org 
isms  they  collect. 

The  quest  carries  them  to  sc 
bizarre  locales.  One  rbi  collabora 
University  of  Dela- 
ware  marine  biolo-  HUmE  IN  HtLI 
gist  Craig  Cary,  has  Pompeii  won 
spent  hours  on  the  (topphoto) 


ocean  floor  in  the 
Alvin,  a  U.  S.  Navy 
research  submarine. 
With  grants  from 
the  National  Science 
Foundation,  he  stud- 
ies the  behavior  of 
4-inch-long  Pompeii  vents  spewin 

SlSfiSS  heat  and  toxi 

holes  on  the  sides  ot 


inhabit  "one 
the  harshest 
environment 
on  the  plane! 
-undersea 


a  wKM 

"black  smokers" — underwater  chimn 
that  release  jets  of  superheated  w£ 
laden  with  cadmium,  zinc,  and  ot 
metals  toxic  to  most  creatures. 

Inside  the  worm's  hole,  heat  rises 
185F.  Outside,  where  the  worm  v 
tures  for  food,  the  mercury  plummet! 
36F.  "It  has  got  to  be  one  of  the  hai 
est  environments  on  the  planet,  w 
the  most  severe  temperature  gradie: 
savs  Cary.  On  its  back,  the  worm  < 
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\ouVe  earned  it. 

Now  enjoy  it.  Park  Avenue. 

You've  worked  hard.  Put  in  the  extra  hours.  Now  it's  time  to  take  a  little 
time  off  for  good  behavior.  Start  with  a  ride  in  the  Park.  Park  Avenue 
by  Buick.  It's  a  beautiful  place  to  be.  Powerful— with  a 
3800  Series  II  V6 — yet  so  elegant,  so  luxurious.  Park  Avenue 
makes  driving  a  rewarding  experience.  For  more  ^^gfljj 
information,  call  1-800-4A-BUICK.  . 


BUICK* 

The  New  Symbol  For  Quality 
In  America. 


r©19i)5  GM  Corp.  All  rights  reserved. 
Park  Avenue  is  a  registered  trademark  of  GM  Corp. 
Buckle  ii]).  America! 


US  A 

Official  Sponsor  of  the 
1996  U.S.  Olympic  Team 


Science  &  Technology 


HOW  HOT 
EHZYMES 
CAN  HELP 
INDUSTRY 


DNA  FINGERPRINTS 

Polymerase  chain  reaction 
(PCR),  the  tool  used  to  identi- 
fy blood  at  last  year's  O.J. 
Simpson  trial,  relies  on  an 
enzyme  secreted  by  a  microbe 
harvested  from  hot  springs  at 
Yellowstone  National  Park. 
Roche  uses  the  enzyme  in  its 
diagnostic  kits  and  licenses  it 
to  others  to  sell  to  research 
laboratories. 


OIL  PRODUCTION  To  extract 
oil  from  wells,  engineers 
pump  sand,  guar  gum,  and 
enzymes  from  heat-loving 
microbes  down  the  hole,  then 
set  off  explosions  to  force  the 
mixture  into  cracks.  The 
enzymes  become  active  deep 
inside  the  hot  well,  breaking 
down  the  gum  so  that  oil 
trapped  in  the  rock  can  flow 
around  the  grains  of  sand. 


ANIMAL  FEED  Chicken  fee- 
contains  a  lot  of  plant  phos- 
phate that  the  animals  can'1 
digest.  It  winds  up  in  waste 
and  pollutes  ground  water, 
just  like  certain  detergents. 
Enter  "acidophiles" — 
microbes  that  thrive  in  sulfi 
ric  hot  springs.  The  enzyme; 
they  produce  could  be  adde 
to  feed  to  help  chickens 
digest  the  phosphate. 


ries  a  thick  fleece  of  bacteria.  The  en- 
zymes they  secrete,  possibly  to  detoxify 
surrounding  waters,  are  valuable  for 
their  stability  at  extreme  temperatures. 

Thus  far,  the  fleece  has  resisted  all  ef- 
forts to  cultivate  it  in  the  lab.  So  to 
analyze  it,  Gary  is  relying  on  rbi's  high- 
tech wizardry.  Bypassing  the  laborious 
gene-sequencing  steps  preferred  by  top 
gene  companies  like  Human  Genome 
Sciences  Inc.,  rbi  can  scoop  up  a  bit  of 
bacterial  soup,  enzymes  and  all,  and  ex- 
tract "naked"  nucleic  acid.  The  next  step 
is  to  break  the  chains  into  short  pieces 
containing  just  a  few  genes  and  stick 
them  into  hosts  such  as  E.  coli.  High- 
speed robotic  screens  then  determine  if 
the  host  produces  the  desired  enzyme, 
thus  leading  scientists  to  the  respon- 
sible genes.  The  test  doesn't  give  any 
hints  about  the  identity  or  behavior  of 
the  organism  that  the  enzyme  came 
from.  But  rbi's  customers  don't  care — 
they  just  want  the  enzymes. 

While  rbi  isn't  the  only  company  tar- 
geting extremophiles — Switzerland's 
Roche  Holdings,  Denmark's  Novo  Nor- 
disk,  and  others  are  hot  on  the  trail — 
none  has  shown  the  same  skill  in  tap- 
ping the  world's  scientific  brain  trust. 
After  just  15  months  in  business,  the 
company  expects  to  break  even  on  $5 
million  in  revenues  this  year. 

rbi's  scientific  connections  explain  its 
rapid  launch.  The  reputation  of  one  of 
its  founders,  Human  Genome  Sciences 
Chairman  and  ceo  William  A.  Hasel- 
tine,  helped  attract  $10  million  from 
venture  capitalists.  Other  scientists 
flocked  to  the  startup  thanks  to  the  in- 
volvement of  a  second  founder,  Karl  0. 
Stette>  Hi  Germany's  University  of  Re- 
gensburg,  a  top  expert  in  extremophiles. 

rbi  anticipates  applications  for  its 
new  enzymes  a  ross  a  sweep  of  indus- 
tries, from  agriculture  to  oil  production 
(table).  Searching  for  an  enzyme  that 
could  help  extract  petr  oleum  from  deep 
in  the  earth,  North  Carolina  State  Uni- 
versity chemical-engineering  professor 
Robert  M.  Kelly,  an  rbi  adviser,  turned 


to  an  enzyme  from  a  microbe  that  func- 
tions at  temperatures  up  to  248F — 
above  the  boiling  point  of  water.  He 
and  rbi  are  talking  with  several  oil  field 
service  companies  that  want  to  license 
the  technology. 

Medicine  is  another  target  market. 
Therapeutic  enzymes — including  clot- 
busters  such  as  streptokinase — already 
account  for  roughly  half  the  $2.5  billion 
world  market  for  enzymes.  Of  course, 
drugs  and  routine  biomedical  tests  don't 
need  to  function  in  raging  heat  or  corro- 
sive chemical  environments.  But  the 
high  stability  of  en- 
zymes from  extremo- 
philes could  lead  to  im- 
proved   versions  of 
enzyme-based  therapies. 
QUICK  STUDY.  Such 
hopes  have  helped  rbi 
land  some  big  partners, 
including  chemical  and 

equipment  giant  Her-  uiTnuuiircoc 
cules   Inc.   David  A.  HARDY  HITCHHIKERS 

Simpson,  Hercules'  di-  The  fleece  of  bacteria  riding 

rector  of  new-technolo- 


gy initiatives,  hopes  a 
collaboration  with  rbi 
may  lead  to  new  tech- 
niques for  cleaning  up 
industrial  pollution,  for  example.  Be- 
cause 99.9%  of  all  microbial  life  remains 
unexplored,  Simpson  anticipates  plenty 
of  startling  and  useful  discoveries. 

To  tailor  enzymes  for  industry,  rbi 
turned  to  California  Institute  of  Technol- 
ogy chemical  engineering  professor 
Frances  H.  Arnold.  Brought  on  as  a 
consultant,  she  tutored  rbi's  engineers 
in  a  technique  for  mutating  specific  bits 
of  dna  to  produce  desired  characteris- 
tics— a  method  rbi's  Marrs  calls  "direct- 
ed evolution."  By  forcing  dna  that  codes 
for  a  high-temperature  enzyme  through 
repeated,  rapid  mutations,  each  time  se- 
lecting offspring  that  can  function  in 
slightly  cooler  environments,  rbi  can 
create  enzymes  that  are  active  at  room 
temperatures  but  have  the  stability  of 
proteins  from  extremophiles. 


the  back  of  a  Pompeii  worm 
may  be  just  what  the  critter 
needs  for  detoxification 


In  this  veiy  technology,  though,  s 
see  a  threat  to  rbi's  long-term  age 
The  principles  of  directed  evolution 
well-understood  by  other  scientists 
engineers.  Taken  to  its  logical  extn 
the  approach  could  create  enzymes 
operate  in  any  environment  and  ob\ 
the  need  to  find  new  extremophiles 
A  technique  known  as  chemical  ci 
linking  could  also  rival  rbi's  appro 
By  tinkering  with  the  crystalline  st 
ture  of  highly  purified  enzymes,  e 
neers  at  Cambridge  (Mass.)  startup  A 
Biologies  say  they  have  bestowed  st 
ity  on  molecules  sin 
to  those  of  natural 
zymes   from  extr 
settings. 

Even  if  its  appn 
does  win  out,  rbi  w 
have  the  field  to  it 
Scientists  at  Rc 
point  out  that  the 
commercial  enzyme 
lated  from  an  extre 
phile  is  Taq  poly 
rase — a  molecule  1 
helps  amplify  ti 
quantities  of  DNA.  ' 
molecule  became 
basis  of  a  major  sc 
tific  tool  called  polymerase  chain  r 
tion,  which  is  used,  among  other  thi 
for  dna  "fingerprinting."  Roche  o 
the  rights  to  this  enzyme  and  is  exf 
ing  other  useful  proteins  isolated  f 
extremophiles. 

Nonetheless,  rbi's  stable  of  peripa 
ic  academic  collaborators  gives  it 
edge.  Their  message:  Keep  explor 
After  two  years  scrutinizing  the  st 
ture  of  high-temperature  enzymes, 
adviser  Michael  W.  W.  Adams,  a  Uni 
sity  of  Georgia  biochemist,  concludes 
there  are  no  effective  shortcuts  to  fin< 
them  in  nature.  "If  you  want  highly 
ble  enzymes,  you  must  go  to  the 
treme  environments,"  he  says.  Natu 
bounty,  it  seems,  abides  in  its  bl 
smokers,  steam  vents,  and  salt  lakes 
By  Neil  Gross  in  New  1 
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evelopments  to  Watch 


ED  BY  PETER  COY 


AIN  AND  BRAWN 
A  SINGLE  CHIP 

3  THE  SCARECROW  IN 

Wizard  of  Oz,  micro- 
:hines  want  a  brain, 
rent  microelectrome- 
rucal  (mem)  systems 
nire  two  chips — one 
I  functions  as  an  ultra- 
isy  motor,  gear,  or 
sor  and  another  for 
circuits  to  control  it. 
t's  true  even  though 
same  techniques  are 
i  to  make  both  the 
:hine  and  the  brain. 
Ingineers  at  the  Ener- 
Dept.'s  Sandia  Nation- 
iaboratories  in  New 
dco  have  found  a  way 
>ut  brawn  and  brain 
)ne  chip.  According  to 
erts  at  Analog  Devices 

and  the  University  of 
ifornia  at  Berkeley,  the 
akthrough  heralds  all 
iner  of  smart  mem 
>s  in  medicine,  commu- 
itions,  computers,  and 
tary  hardware, 
leat  is  the  hang-up  in 
ibining  microcircuits 

mechanical  parts  on  a 
fie  silicon  wafer.  The 
ihines  must  be  tem- 
ed  by  heating  them  to 
und  900C— which 
ts  any  existing  cir- 
;s.  But  if  the  machines 

made  first,  the  surface 
he  silicon  wafer  ends 
too  hilly  to  "print" 
trol-circuit  lines — it's 

writing  on  sandpaper, 
a  Sandia  team  headed 
Paul  J.  McWhorter  de- 
)ped  a  way  to  etch 
romachines  at  the  bot- 
i  of  trenches,  then  fill 
he  trenches  with  sili- 

dioxide  to  make  the 
ter's  surface  smooth 
in.  After  the  circuitry 
ormed  around  the 
riches,  the  silicon  diox- 
is  removed  so  the  tiny 
,rs  can  turn.    Otis  Port 


SHOCK  ABSORBERS  FOR  IN-LINE  SKATES 


AFTER  a  few  bumpy  hours 
in  a  pair  of  in-line  skates, 
even  seasoned  athletes 
sometimes  complain  of  leg 
pains.  To  the  rescue  comes 
Pavel  Belogour,  a  North- 
eastern University  econom- 
ics student,  who  just  re- 
ceived a  patent  on  spring- 


like shock  absorbers  that  go 
beneath  the  heel. 

Belogour,  25,  a  native  of 
Belarus  who  won  a  gold 
medal  in  rowing  with  a  So- 
viet junior  team  in  the  1988 
world  championships,  says 
the  idea  for  shocks  occurred 
to  him  while  he  was  skating 


in  New  York's  Central  Park 
shortly  after  he  immigrated 
to  the  U.  S.  in  1991.  Belo- 
gour says  he  built  his  proto- 
type from  parts  found  in  a 
hardware  store.  It's  on  loan, 
he  says,  to  a  "major  produc- 
er" of  in-line  skates,  and 
Belogour  is  fielding  queries 
from  several  other  manufac- 
turers as  well.     Neil  Gross 


ZAPPING  STEEL 
TO  FIGHT 
FRICTION 

bending  and  stretching 
cold-rolled  steel  to  make  parts 
can  rupture  the  metal — and 
the  die  as  well.  To  lessen  fric- 
tion, some  processors  run  the 
strips  through  a  roller  rough- 
ened by  grinding  or  sand- 
blasting. That  gives  the  strips 
a  matte  surface  that  retains 
lubricant.  Cold  Metal  Prod- 
ucts Inc.  of  Youngstown,  Ohio, 
roughens  the  rollers  more 
uniformly  by  making  millions 


of  tiny  craters  with  a  laser. 
The  technique,  from  Belgium's 
Metallurgical  Research  Cen- 
ter, is  used  in  Europe  and  Ja- 
pan. Cold  Metal  hopes  to 
make  it  catch  on  in  the  U.  S.  □ 


MALE  INFERTILITY:  OF  MICE  AND  MEN 

A  GENE  DUBBED  THE  "DESERT  HEDGEHOG"  PLAYS  A  CENTRAL 

role  in  male  fertility.  The  gene  causes  bristles  to  grow  on  fruit 
flies,  making  them  look  like  hedgehogs  under  a  microscope. 
But  Harvard  University  scientists  have  discovered  that  the 
mouse  version  of  it  is  a  key  regulator  of  sperm  production.  In 
mice  that  lack  the  gene,  males  have  no  mature  sperm. 
Scientists  at  Ontogeny  Inc.  in  Cambridge,  Mass.,  are  try- 
ing to  determine  whether  the  gene  is  ex- 
pressed the  same  way  in  humans.  If  so, 
they  hope  that  injections  of  the  pro- 
tein produced  by  the  gene  could  aid 
infertile  men,  says  Thomas  Ingolia, 
Ontogeny's  research  vice-president. 
He  says  the  hedgehog  gene  protein 
appears  to  work  somewhat  like 
erythropoietin,  a  substance  that 
boosts  red  blood  cell  levels.  Both 
trigger  the  conversion  of  precursor 
cells  into  mature  cells.  Ontogeny 
hopes  to  determine  in  the  next  year 
whether  the  hedgehog  gene  pro- 
tein is  relevant  to  humans.  If  so, 
the  company  plans  to  begin  clinical 
trials  on  a  drug  candidate  the 
following  year.  Geoffrey  Smith 


CAN  PHONE 
LINES  CATCH  UP 
TO  CABLE? 

THE  PLANNED  UNVEILING  THIS 

year  of  ultrafast  cable  mo- 
dems has  phone  companies 
quaking:  Could  cable  televi- 
sion supplant  the  phone  net- 
work as  the  pathway  to  the 
Internet?  At  128  kilobits  per 
second,  the  phone  companies' 
integrated  services  digital 
network  (ISDN)  is  a  fraction  of 
the  speed  of  cable  modems. 
A  faster  phone  standard, 
adsl,  for  asymmetric  digital 
subscriber  line,  is  more  ex- 
pensive than  cable  modems 
but  still  slower  than  they  are. 

The  phone  companies, 
though,  have  one  more  trick 
up  their  sleeves.  Canada's 
Northern  Telecom  Ltd.  is 
working  with  some  of  them 
on  a  new  digital  format.  John 
B.  Bourne,  assistant  vice- 
president  for  broadband  ac- 
cess in  Ottawa,  says  the  for- 
mat is  cheaper  than  adsl  but 
about  as  fast  and  should  be 
deployed  sooner — by  early 
1997.  It  can  receive  data  at  2 
megabits  per  second  and  send 
it  at  500  kilobits  per  second, 
he  says.  While  the  receiving 
speed  is  less  than  the  10- 
megabits-and-up  rates  of  ca- 
ble modems,  the  "upstream" 
speed  may  actually  be  higher 
in  real-world  conditions  than 
cable  modems'  roughly  800- 
kilobit  speed,  says  Bourne. 
His  conclusion:  "The  telcos 
are  in  a  stronger  position 
than  many  would  believe."  □ 
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EVOLUTION'S  LAB- 
WHILE  IT  LASTS 


A traveler's  rule  of 
thumb:  Visit  the  most 
fragile  places  first. 
The  Galapagos  Islands,  which 
straddle  the  equator  some 
600  miles  off  the  Pacific  coast 
of  South  America,  are  a  case 
in  point.  The 
remoteness  that 
has  made  this 
volcanic  archi- 
pelago a  vibrant 
laboratory  of 
evolutionary  de- 
velopment no 
longer  can 
shield  it  from 
the  shocks  of  the  outside 
world.  Such  pressures  threat- 
en to  engender  more  change 
in  the  next  decade  than 
would  have  occurred  by  nat- 
ural processes  in  a  million 
years.  But  more  about  that 
later. 

The  Galapagos  have  long 
been  hailed  as  one  of  the 
weirdest  and  most  marvelous 
places  in  the  world.  Cracked 
and  jagged  lava  presents  a 
landscape  that  seems  more 
lunar  than  earthly.  The  chilly 
Humboldt  Current,  which 
sweeps  up  from  Antarctica, 
creates  a  paradoxical  climate. 
On  the  equator,  you  need  a 
wet  suit  for  swimming,  and 


to  600  pounds  and  live  a  cen- 
tury and  a  half.  It  is  from 
these  creatures  that  the  is- 
land chain  gets  its  name,  al- 
though galdpago,  in  Spanish, 
means  not  tortoise  (tortuga) 
but  saddle,  a  reference  to  the 
shape  of  their 
shells. 

Marine  igua- 
nas— the  world's 
only  seagoing 
lizards — swim 


TRAVELOG 


Sailing  the  Galapagos 


in  the  so-called  wet  season, 
it  hardly  ever  rains.  In  the 
dry  season,  a  cool  mist  called 
garm  makes  the  air  feel 
more  English  than  tropical. 

Stran  ;est  and  most  fabled 
of  all  an  the  Galapagos'  fau- 
na and  flora.  Probably  best 
known  are  the  giant  land  tor- 
toises, which  may  weigh  up 


the  shallows, 
nibbling  algae 
off  of  rocks. 
Galapagos  pen- 
guins, some  5,000  miles  from 
the  iceberg-dotted  haunts  of 
their  Patagonian  cousins, 
cruise  equatorial  reefs  for  fish, 
while  flightless  cormorants,  us- 
ing then-  vestigial  wings  like 
fins,  dive  along  the  rocky 
coasts.  Huge  colonies  of  blue- 
footed  boobies  lay  their  eggs 
on  the  bare  ground,  their  ter- 
ritories delineated  by  neat 
rings  of  guano. 

CRITTER-WATCHING.  All  these 
creatures  are  fascinating,  yet 
in  terms  of  scientific  import 
the  place  of  honor  must  go 
to  the  islands'  13  species  of 
finch — known  as  Darwin's 
finches  and  surely  the  most 
studied  avians  anywhere.  It 
was  the  small  but  crucial  dif- 
ferences among  these  birds 
that  more  than  anything  else 
led  Charles  Darwin — who 
visited  aboard  the  Beagle  in 
1835 — to  formulate  his  theo- 
ry of  evolution  by  natural 
selection. 

As  the  Galapagos  inspired 
Darwin,  so  they  continue  to 
enchant  amateur  nature  buffs 
today — especially  those  for 
whom  the  joy  of  critter- 
watching  is  combined  with  a 
love  of  being  aboard  a  boat. 
The  archipelago  sprawls 
across  some  of  the  most  pris- 
tine and  gorgeous  waters  in 


the  world.  The  deeps  be- 
tween islands — almost  two 
miles  at  their  most  pro- 
found— are  classic  indigo  Pa- 
cific, with  generally  lightish 
equatorial  breezes  and  long, 
round,  mesmerizing  swells. 
Emerald  and  turquoise  bays 
give  onto  beaches  whose  col- 
ors vary  widely  with  the  local 
minerals:  white,  black,  pink, 
orange,  and  even  olive-green 
sands  are  found. 

The  islands  are  25  to  40 
miles  apart,  mak- 
ing for  typical  . 
sails  of  three  to 
five  hours.  On  our 
boat — the  swift 
and  cushily  ap- 
pointed 93-foot 
trimaran,  Lam- 
mer  Law — this  al- 
lowed time  for 
meals,  sunning, 
reading,  and  plen- 
ty of  napping  to 
stay  fresh  for  the  next  island 
trek  or  round  of  snorkeling. 
(An  11-day  itinerary,  featuring 
7  days  aboard  the  18-passen- 
ger  Lammer  Law  and  hotel 
and  sightseeing  in  Quito, 
Ecuador,  can  be  booked 
through  Abercrombie  &  Kent 
for  $3,295  a  person,  exclud- 
ing airfare.  U.  S.  travel  agents 
can  reserve  less  posh  boats 
for  about  $1,200  a  week;  in 
Quito,  you  can  secure  passage 
for  roughly  $100  a  day.) 

The  snorkeling  was  extra- 


ordinary — less  for  its  s 
coral  and  rather  ho-hum  fi 
than  for  the  unique  chanc 
swim  among  the  sea  li 
Galapagos  sea  lions,  like 
tually  all  the  islands'  creati 
are  fearless.  They  simply  1 
never  learned  to  be  afrai 
people,  because  people  \ 
not  been  around  enougl 
scare  or  hurt  them. 
VERY  YOUNG.  Equipped  i 
mask  and  snorkel,  you 
dive  with  these  beaui 
mammals  as  1 
feed,  veering 
darting,  on  scr 
of  thread  her 
and  mullet, 
you  can  sit  on 
beach  and  wi 
them  body  s 
riding  the  w£ 
with  only  t' 
whiskered  i'< 
above  the  foai 
The  Galapa 
in  geologic  terms,  are  \ 
young  islands,  the  first 
crops  having  appeared 
than  10  million  years  ; 
Like  all  volcanic  islands,  t 
began  as  lifeless,  stean 
hulks  and  were  coloni 
with  exquisite  gradualr 
thanks  to  a  series  of  a 
dents  so  unlikely  that  s< 
would  call  them  miracle, 
plant  seed,  awash  in  salt 
ter  for  months  or  ye; 
landed  on  shore  and  spn 
ed  in  a  crumble  of  lav; 
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land  bird,  blown  600 
oceanward  in  a  storm, 
]  another  of  its  kind, 
managed  to  mate  and 
ve.  In  between  these 
invasions,  species 
)lenty  of  time  to 
>t,  adapt,  and 
i  into  their  sur- 
dings,  so  that 
jalapagos  boast 
lighest  propor- 
of  endemic 
es  in  the  world, 
it  the  earth  has 
sn  smaller,  and 
Galapagos  are 
g  encroaching  threats, 
risingly,  tourism  seems 
i  the  least  insidious  of 
problems.  While  the 
3er  of  visitors  to  the 
Dagos  has  risen  steeply 
cent  years,  the  annual 
e  is  still  a  very  modest 
>0  (although  a  planned 
rt  on  one  of  the  larger 
3s  that  would  allow  di- 
flights  from  North 
rica  could  someday 
i  that  number  look 
it).  So  far,  Galapagos 
sts  tend  to  be  very  pro- 
ve of  the  environment, 
sover,  the  Ecuadoran 
>nal  Park  Service  places 
;  rules  on  where  visitors 
and  cannot  go  and  re- 
ss  that  all  groups  be  ac- 
lanied  by  a  guide.  Ours, 
gist  Scott  Henderson, 
ed  that  "tourism,  if  car- 


Species  peculiar  to  the  islands  include  marine  iguanas, 
lightfoot  crabs,  blue-footed  boobies,  and  giant  land 

tortoises  that  weigh  up  to  600 


t  "-"-tar  \sb%, 
ried  on  with  an  awareness 
of  the  big  picture,  can  be  the 
best  thing  for  the  islands, 
because  it  will  out-compete 
other  economic  activities  that 
are  far  more  destructive." 

Most  dangerous  among 
those  other  activities  is  com- 
mercial fishing.  In  recent 
years,  Asian  fish  brokers 
have  appeared  in  the  Gala- 
pagos in  search  of  certain 
delicacies — mainly  sea  cu- 
cumbers and  shark  fins — 
whose  stocks  have  been  dec- 
imated in  the  western 
Pacific.  The  result  has  been 
an  economic  boom  for  a  rela- 
tively small  cadre  of  Galapa- 
gos fishermen — and  an  im- 
pending calamity  for  the 
islands.  Sea  cucumbers,  hum- 
ble bottom-dwellers  though 
they  are,  are  an  important 
element  in  the  marine  food 


oncile  various  inter- 
ests. Any  Ecuadoran 
is  free  to  settle  in  the 
Galapagos  (although 
only  3%  of  the  land 
area  is  outside  the 

pounds  and  live  a  century  and  a  b^SLS)! 

half-not  to  mention  the  famOUS  average  incomes  from 

finches  that  inspired  Charles     double  Those°  on  'the 

Darwin's  revolutionary  theory  mainland.  Environ- 
mentalists complain 
that  new  Ecuadoran  arrivals 
are  cashing  in  on  and  de- 
stroying resources.  Locals 
tell  foreign  do-gooders  to  go 
back  to  their  own  rich,  pol- 
luted countries  and  let  them 
earn  a  living. 

POLITICAL  CURRENTS.  Near- 
ly a  dozen  international  or- 
ganizations, including  the 
U.  N.,  the  Nature  Conser- 
vancy, and  the  Inter-Ameri- 
can Development  Bank  of  the 
European  Community,  are 
funding  Galapagos  conserva- 
tion efforts.  Yet  there's  no 
denying  that  the  archipel- 
ago's fate  will  have  mainly  to 
do  with  political  and  econom- 
ic currents  within  Ecuador 
itself. 

What's  the  prognosis?  It  is 
clear  that  even  if  the  degra- 
dation of  the  Galapagos  can 
be  stopped,  these  remote,  un- 
tamed islands  will  never  be 
more  splendid  than  they  are 
right  now.  So  hedge  your  bets. 
Go  soon.     Laurence  Shames 


web,  and  the  enormous 
shark-fishing  nets  also  entrap 
and  kill  dolphins,  green  tur- 
tles, and  sea  lions. 

When  Ecuadoran  authori- 
ties tried  to  limit  these  fish- 
eries, the  response  was  an 
uprising  that  propelled  the 
Galapagos  off  the  travel  or 
science  pages  and  into  the 
dubious  spotlight  of  world 
events.  Last  September,  lo- 
cal fishermen  seized  the  air- 
port, occupied  the  Charles 
Darwin  Research  Center,  and 
threatened  to  kill  the  giant 
tortoises. 

The  event  suggests  just 
how  difficult  it  will  be  to  rec- 
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Personal  Business 


SEEING  THE  WORLD 
FROM  A  SADDLE 


He  was  my  constant 
companion  in  the 
desert-tall,  brown, 
and  handsome.  He 

weighed  about  half  a  ton — 
definitely  the  strong,  silent 
type.  Navajo  was  his  name. 
His  occupation: 
horse. 

I  know  very 
little  about  him 
except  that  he 
didn't  complain 
as  we  rode  up 
and  down  can- 
yon walls  and 
through  about  150  miles  of 
breathtaking  Southwestern 
scenery.  It  was  some  of  the 
greatest  fun  I've  had  on  a 
vacation,  even  though  the 
conditions  were  rugged  and 
sanitation  was  strictly. .  .well, 
I  wound  up  smelling  a  bit 
like  my  four-hoofed  friend. 
"BURNING  DAYLIGHT."  I  was 
on  a  weeklong  journey 
through  the  Navajo  reserva- 
tion in  northeastern  Arizona 
under  the  aegis  of  Equitour, 
a  Wyoming- based  travel 
agency  that  specializes  in 
horseback  vacations  (307  455- 
3363).  This  $1,100  excursion 
was  a  trip  through  parts  of 
the  reservation  rarely  seen 
by  tourists.  And  it  lived  up 
to  its  billing  in  spades. 

After  making  my  way  by 


TRAVELOG 


Riding  the  Reservation 


dinky  propeller  plane  from 
Phoenix  to  Page,  Ariz.,  to 
meet  the  group,  we  went  by 
truck  to  Canyon  de  Chelly, 
far  smaller  than  the  Grand 
Canyon  but  rivaling  it  for 
sheer  beauty.  We  proceeded 
through  Monument  Valley 
and  ended  up  on  the  northern 
shores  of  Lake 
Powell.  There 
were  six  paying 
riders  plus  Mel 
Heaton,  a  taci- 
turn Arizonan 
who  was  our 
tour  leader,  and 
an  occasional 
Navajo  guide.  Soft-spoken 
and  patient,  Mel  was  a  per- 
fect trail  boss  for  us  urban 
cowboys. 

The  other  riders,  includ- 
ing myself,  were  weekend 
equestrians  of  no  great  skill. 
But  not  all  that  much 
prowess  was  required.  Far 
more  important  was  experi- 
ence riding  over  rough 
territory  and  proper 
gear,  particularly  re- 


garding the  lower  extremi- 
ties. It  was  not  an  especially 
fast  ride — for  the  most  part, 
we  plodded  along  at  a  walk. 
Mel  allowed  us  to  dash  off 
on  occasional  lopes.  For  me, 
however,  the  charm  of  care- 
free galloping  wore  off  after 
a  week. 

Like  the  other  horses,  my 
quiet  friend  Navajo  was  as- 
tonishingly surefooted,  and 
none  of  us  had  a  mishap.  For 
the  first  time,  I  found  my- 
self in  total  charge  of  a 
horse — grooming,  bridling, 
and  saddling  him  every 
morning.  On  a  typical  day, 
we  would  rise  at  about  7 
a.m. — "We're  burning  day- 
light," Mel  would  say — and 
eat  a  breakfast  prepared  by 
a  crew  of  support  people 
who  paralleled  our  trip  by 
truck,  carrying  our  luggage 
and  tents.  (0.  K.,  this  was 
not  exactly  pioneer-style.) 
We  would  then  ride  for  three 
or  so  hours  in  the  morning, 
then  another  three  hours  in 
the  afternoon.  By  trip's  end, 
I  had  earned  my  merit 
badge  in  tent-erection — and 
outdoor  sanitation.  My  child- 
hood cavalry  fantasies  were 


HAPPY  TRAILS 

A  few  of  the 
author's  fellow 
travelers  overlook  the  desert  splendor  of 
Monument  Valley  (top);  one  of  the  petroglyphs  in 
Ca  lyon  de  Chelly  National  Monument  (bottom) 


dashed.  What  did  Ge< 
Armstrong  Custer  do  v 
out  Baby  Wipes? 

The  scenery  was  spect 
lar.  We  rode  through 
about  every  major  par 
the  magnificent  Canyoi 
Chelly  in  two  days,  ex] 
ing  ruins  not  seen 
tourists.  We  then  \ 
trucked  to  a  bleak  spc 
mid-desert  called  Dinne 
so  and  from  there  rode  c 
Monument  Valley.  Our 
proach,  from  the  south,  j 
us  vistas  usually  witne 
only  by  Navajo  herders. 
ROUGHING  IT.  Not  all  ol 
experiences  were  ter: 
however.  I  loved  Monur 
Valley,  Canyon  de  Chelly, 
the  adjacent  Canyon 
Muerto.  But  none  of 
thought  Navajo  Mouri 
was  all  that  scenic.  I'd  1 
preferred  if  we  could  1 
gone  a  bit  further  to  or 
the  nearby  national  pari 
Utah.  Also,  the  tour  lit 
ture's  promise  of  "port 
shower  and  toilet  facili 
for  a  "comfortable  cam 
experience"  proved  not  t 
ly  correct  (two  shower 
one  week  and  three  ni 
without  facilities).  Some 
vance  warning  would  1 
been  nice. 

Don't  get  me  wr 
though — in  my  view,  the 
no  better  way  of  seeing 
desert  Southwest.  Equi 
sponsors  other  trips  thro 
out  the  world — treks  in 
Sahara,  things  like  that 
does  its  chief  competitor, 
Equestrian  (800  666-3' 
You  can  also  contact  he 
trip  outfitters.  One  j 
sourcebook  is  Fromn 
Horseback  Adventures 
Dan  Aadland  ($14.95;  Ma< 
lan  General  Reference). 
I  plan  to  stick  1 
Mel  Heaton,  who  i 
Honeymoon  Trail  C 
his  hometown  of  I 
casin,  Ariz.  (520 
7292).  His  horses  \ 
great,  and  Mel  was 
laxed  and  informal 
Also,  I  kind  of  miss  Nai 
Sure,  he  was  a  bit  potbel 
and  his  saddle  tended  to 
But  we  all  have  our  fli 
don't  we?  Gary  V\ 
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WEEK 

FORE  THE  MAST 


y  quickly  knew 
for  the  landlubber 
is:  Five  minutes  of 
ing  the  deck  with 

!\v  member,  and  all  I 
ed  to  know  was:  "So 
e  do  I  plug  in  my  hair 
•?"  No  electrical  out- 
>n  this  tub,  mate.  You 
dry  hair,  let  the  Maine 
;es  do  it  for  you. 
was  my  first  six-day  trip 
d  the  windjammer  An- 
le,  a  130-foot  ketch  that 
Maine's  Penobscot  Bay 
surrounding  waters  in 
-  and  six-day  cruises 
May  to  October.  She's 
)f  a  dozen  or  so  such 
g  vessels  in  the  area, 
the  Maine  Windjammer 
,  800  807-WIND.) 
3  docks  in  the  upper 
ir  in  postcard-pretty 
len,  Me.,  which  hasn't 
^ed  much  since  the 
i   Peyton   Place  was 

there  40  years  ago.  For 
iday-to-Saturday  excur- 
it's  a  good  idea  to  ar- 
5unday  evening 
welcome-aboard 

to  meet  your 
and  fellow  pas- 
rs.  There  will  be 
30  of  the  latter, 
togetherness  is 
)idable.  You're 
;o  stay  aboard, 
ou  might  prefer 
f  a  nearby  inn 

last  taste  of 
ure  comforts, 
the  Rockport- 
ien-Lincolnville 
iber    of  Com- 

207  236-4404.) 
LE  CREAK.  The 
lique  sets  sail 
;he  morning  tide 
the  arrival  of 

McHenry,  the 
in  who  bought 
i  1986.  Other  lo- 
immers  may  be 
r  (the  Victory 
es    has  three 


masts  and  sleeps  44)  or  older 
(the  Lewis  R.  French  dates 
to  1871),  but  the  16-year-old 
Angelique  is  one  of  the  luxury 
liners  of  this  fleet.  Which  is 
to  say  there's  a 
cozy  deck  house 
and  real  shower 
stalls,  and  the 
"heads" — never 
say  bathrooms — 
don't  break 
down  too  often. 
The  two-person 
cabins  are  pleasant,  with  sinks 
and  reading  lamps,  but  a  bit 
cramped  if  you're  lanky. 

Don't  expect  the  QE2:  This 
is  more  of  a  summer-camp-at- 
sea  for  grownups.  Not  that 
you  can't  relax.  There's  noth- 
ing like  clambering  atop  the 
deckhouse  and  sunbathing  as 
the  mast  gently  creaks  and 

SEASTRUCK 


TRAVELOG 


Jammin'  off  Maine 


the  coastline  and  islands  rock 
by.  At  some  point,  you  will  be 
pressed  into  service.  The 
crew,  mainly  seastruck  college 
kids,  do  most  of  the  dirtier 
chores,  like  polishing  the  brass 
and,  oh  yes,  cleaning  the 
heads.  But  volunteers  are 
needed  at  steady  intervals  to 
furl  and  unfurl  the  sails,  assist 
in  tacking,  or  coil  the  ropes. 
Such  tasks  further  the  ca- 
maraderie and 
help  keep  prices 
down:  Three- 
day  cruises  run 
$405  in  peak 
season,  and  six- 
day  excursions 
max  out  at 
$695.  (All  meals 
are  included,  but  B.Y.O.B.) 
Think  of  it  as  two  parts  va- 
cation to  one  part  unaccredit- 
ed sailing  school.  Indeed,  an 
inquisitive  passenger  is  Cap- 
tain Mike's  favorite  kind,  and 
he's  always  delighted  to  show 
you  how  to  read  a  chart  or 
plot  a  course.  He  may  even 
let  you  grab  the  wheel. 


The  130-foot  ketch  Angelique  under  full  sail  in 
Maine's  East  Penobscot  Bay  (below);  the  author 
relaxes  topside  between  dinner 
bells  and  calls  to  hoist  sail  (inset) 


Most  days,  though,  "are 
best  spent  perched  on  deck 
with  a  coffee  cup  and  a  beach 
novel  that  somehow  never 
gets  read.  You're  too  dis- 
tracted by  the  Down  East 
beauty,  a  heady  mix  of  civi- 
lization— the  coastal  mansions 
are  eye-popping — and  wilder- 
ness. It's  a  bird-watcher's  par- 
adise, with  ospreys,  herons, 
and  eagles  soaring  above  the 
pines.  Below,  seals  sun  them- 
selves on  the  rocks,  and  if 
you're  lucky,  you  may  spot  a 
whale.  Bring  binoculars. 
FAMILY  STYLE.  Maine  weather 
is  famously  changeable:  If 
you  don't  like  it,  the  local 
bromide  goes,  stick  around 
for  10  minutes.  True  storms 
at  sea  are  unusual,  though. 

When  the  anchor  drops  an 
hour  or  two  before  twilight, 
usually  in  a  cove  near  an  is- 
land or  village,  you  can  row 
ashore  and  explore.  Bug 
spray  is  a  must:  Maine  mos- 
quitoes bite  you  bloody.  Still, 
land  jaunts  bring  unexpected 
rewards.  Once,  I  rounded  the 
bend  of  a  beach  and  came  up 
smack  against  a  family  of  wa- 
ter buffalo.  They're  not  na- 
tive to  the  region,  but  some 
rich  families  raise  them. 


/ 


The  food  is  served 
family  style,  plain  and 
good  and  voluminous: 
chowders,  stews,  and 
the  occasional  lasagna. 
Debbie  Seip,  galley 
chef  since   1987,  is 
justly  famous  for  her 
"congo  bars,"  a  guilt- 
inducing  chocolate- 
chip-and-butter  con- 
fection. Another  highlight: 
Midweek,  we  row  ashore  to  a 
beach  and  build  a  driftwood 
fire  for  a  lobster  bake. 

This  is  a  lights-out-early 
operation,  and  the  passengers 
generally  climb  below  deck 
around  10,  knowing  the 
breakfast  bell  will  clang  at  7. 
For  me,  the  best  time  is 
night,  when  the  buoys  bong 
and  the  fireflies  spark  and  the 
waves  lap  against  the  hull. 
Did  I  mention  the  starscapes? 
Bright  and  dim  stars,  falling 
and  shooting  stars,  cascades 
of  constellations.  In  Brooklyn, 
we  only  dream  about  skies 
like  this.  Marc  Miller 
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Making  headway  in  the  Chinese  marketplace 
Implicated  maneuver,  even  for  today's  most 
sticated  companies.  Now  Business  Week 
ive  you  the  boost  you  need  by  bringing  you 
co-face  with  China's  key  economic  decision- 
:rs.  Don't  miss  this  important  gathering  of 
fficials  from  China's  central  government, 
rs  of  Chinese  enterprise,  and  senior 
itives  of  major  corporations  around  the  world. 

ented  in  partnership  with: 

development  Research  Center  of  the  State 

:il  of  the  Peoples  Republic  of  China,  and 

ion  Week  Group  and  Sweets  Group  I  Architectural 

d,  divisions  of  The  McGraw-Hill  Companies 


Featured  Speakers 


Sun  Shangqing 

President,  Development  Research 
Center  of  the  State  Council  of  the 
People's  Repti /die  of  China 


Dr.  Henry  Kissinger 
U.S.  Secretary  of  State 
1973-77,  National 
Security  Advisor 
1969-75 


In  association  with: 

American  International  Group,  Inc. 
Bank  of  America 
The  Boeing  Company 
Hewlett-Packard  Company 
J.D.  Edwards  and  Company 

With  the  support  off: 

M cMah an  +  Dr.  Wu,  Ltd.,  China  Consultants 


Be  a  part  of  The  China  Congress 

'Addressing  the  Challenges  to  Realize  the  Premise' 


APRIL  17-19,  1996.  THE  CHINA  WORLD  HOTEL,  BEIJING. 


;ister  for  The  China  Congress, 

(212)  512-2184,  fax  your  response  to 

I)  512-6281,  or  mail  this  registration  form  to: 

tlcKenna  Business  Week  Executive  Programs 
A.venue  of  the  Americas,  36th  floor 
fork,  NY  10020-1095  U.S.A. 
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,1.  Seasonally  adjusted  auto  and  truck  output  declined  sharply  because 
le  strike  at  General  Motors  Corp. 

leading  index  fell  slightly  in  the  latest  week,  but  the  unaveraged  index 
:ased  to  257.2,  from  256.5. 

oduction  index  copyright  1996  by  The  McGraw-Hill  Companies      BW  leading  index  copyright  1996  by  CIBCR 


STEEL  (3/16)  thous.  of  net  tons 

LATEST 
WEEK 

2,042 

WEEK 
AGO 

2,101# 

YEARLY 
%  CHG 

-1.5 

AUTOS  (3/16)  units 

77,849 

115,294r# 

-44.4 

TRUCKS  (3/16)  units 

99,162 

128,013r# 

-17.2 

ELECTRIC  POWER  (3/16)  millions  of  kilowatt-hrs. 

59,338 

62,056# 

9.1 

CRUDE-OIL  REFINING  (3/16)  thous.  of  bbl./day 

13,677 

13,647# 

2.1 

COAL  (3/9)  thous.  of  net  tons 

21.102# 

21,615 

4  -; 

PAPERBOARD  (3/9)  thous.  of  tons 

NA# 

NA 

NA 

PAPER  (3/9)  thous.  of  tons 

NA# 

NA 

NA 

LUMBER  (3/9)  millions  of  ft. 

448. 3# 

440.1 

-1.0 

RAIL  FREIGHT  (3/9)  billions  of  ton-miles 

25, 3# 

25.9 

4,5 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA1,  SFPA2.  Association  of  American  Railroads 


APING  INDICATORS 


CK  PRICES  (3/15)  s&p  500 

LATEST 
WEEK 

639.59 

WEEK 
AGO 

649  15 

YEARLY 
%  CHG 

29.7 

PORATE  BOND  YIELD,  Aaa  (3/15) 

7.42% 

7.21% 

-7.7 

USTRIAL  MATERIALS  PRICES  (3/15) 

108.6 

108.8 

-4.8 

INESS  FAILURES  (3/8) 

NA 

326 

NA 

L  ESTATE  LOANS  (3/6)  billions 

$508.7 

$505. Ir 

8  7 

EY  SUPPLY.  M2  (3/4)  biihons 

$3,647.9  $3,662.6r 

1.8 

IAL  CLAIMS,  UNEMPLOYMENT  (3/2)  thous 

363 

358r 

7.4 

ces:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
s.  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
rge  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ess  failures  and  real  estate  loans. 

FEREST  RATES 

ERAL  FUNDS  (3/19) 

LATEST 
WEEK 

5.20% 

WEEK 
AGO 

5.25% 

YEAR 
AGO 

5.97% 

IMERCIAL  PAPER  (3/20)  3 -month 

5.36 

5.34 

6.14 

TIFICATES  OF  DEPOSIT  (3/20)  3  month 

5.33 

5  30 

6.12 

ID  MORTGAGE  (3/15)  30-year 

8.06 

7.63 

8.62 

USTABLE  MORTGAGE  (3/15)  one  year 

5.82 

5.48 

6.55 

HE  (3/20) 

8.25 

8.25 

9.00 

ces:   Federal  Reserve,  HSH  Associates,  Reuters 

Holdings  PLC 

PRICES 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

GOLD  (3/20)  $/troy  oz. 

394.900 

?96  500 

3.2 

STEEL  SCRAP  (3/19)  #1  heavy,  $/ton 

1  39  On 

139.00 

1.1 

COPPER  (3/16)  f!/lb. 

123.1 

122.2 

-14.3 

ALUMINUM  (3/16)  e/ib 

76.0 

75.3 

-14.1 

COTTON  (3/16)  strict  low  middling  1-1/16  in., 

e/lb.  80.61 

79.85 

-25.8 

OIL  (3/19)  $/bbl. 

24.34 

20.46 

32.1 

Sources:  London  Wednesday  final  setting,  Chicago 

market.  Metals 

Week.  Memphis 

market,  NYMEX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (3/20) 

106.44 

105.34 

88  ::-> 

GERMAN  MARK  (3/20) 

1.47 

1.47 

1.41 

BRITISH  POUND  (3/20) 

1.54 

1.52 

1.60 

FRENCH  FRANC  (3/20) 

5.05 

5.04 

4.97 

ITALIAN  LIRA  (3/20) 

1556.5 

1564.8 

1725.0 

CANADIAN  DOLLAR 

1.36 

1.37 

1.40 

MEXICAN  PESO 

7  528 

6.920 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


>  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
iment.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       INA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


TING  HOME  SALES 

lay,  Mar.  25,  8:45  a.m.Esr*-  Existing 
is  probably  sold  at  an  annual  rate  of 
nillion  in  February,  roughly  the  same 
as  in  January.  Prior  to  February, 
3S  had  fallen  for  four  consecutive 
hs. 

>UMER  CONFIDENCE 

lay,  Mar.  26,  10  a.m. est >  The  Confer- 
Board's  index  of  consumer  confidence 
edged  up  to  98.8  in  March,  says  the 
an  forecast  of  economists  surveyed  by 
nternational,  one  of  The  McGraw-Hill 
lanies.  Confidence  rebounded  in  Febru- 
3  97,  after  slipping  to  88.4  in  January, 
the  assessment  of  current  economic 


conditions  and  the  expectations  component 
bounced  back  in  February. 

DURABLE  GOODS  ORDERS 

Wednesday,  Mar.  27,  8:30  a.m. est  ►  New 
orders  were  likely  little  changed  in  Febru- 
ary, after  a  3.1%  advance  in  December  and 
a  0.2%  rise  in  January.  Because  the  weath- 
er prevented  companies  from  shipping 
goods  in  January,  the  backlog  of  unfilled 
orders  shot  up  by  1.7%  in  January.  That 
likely  fell  back  in  February. 

INTERNATIONAL  TRADE 

Friday,  Mar.  29,  8:30  a.m. est*-  The  mms 
median  forecast  expects  that  the  trade 
deficit  of  goods  and  services  widened  to 


about  $7.3  billion  in  January,  from  just 
$6.8  billion  in  December.  Exports,  which 
rose  1.1%  in  December,  were  probably  lit- 
tle changed,  but  imports,  also  up  1.1%, 
continued  to  rise  in  January,  in  part 
because  of  increased  oil  imports. 

NEW  HOME  SALES 

Friday,  Mar.  29,  10  a.m.EST>  New  single- 
family  homes  probably  sold  at  an  annual 
rate  of  678,000  in  February,  down  sharply 
from  the  693,000  pace  of  January.  The 
4.2%  gain  in  January  sales  was  largely 
unexpected,  given  that  month's  harsh 
weather.  With  fixed  mortgage  rates  near  8% 
once  again,  sales  should  slow  during  the 
important  spring  season. 
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WE'LL 
MAKE 

IT 
WORK. 


With  over  17,500  specialists  worldwide, 
HP  Service  and  Support  can  make  just 
about  any  computer  environment  work 
bettef.-For  more  details,  visit  our  Web  site 
at  ht  'ip  j( Www. hp. com/ go/4se r v ice. 


our  side. 


[NAGEMENT  i 


HEWLETT 
PACKARD 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abercrombie  &  Kent  88 
Access  Research  78 
Activision  55 
Aeltus  Investment 

Management  22 
Aetna  Life  &  Casualty  (AFT)  57 
Agrevo  66 
Airbus  Industrie  54 
Albertson's  (ABS)  32 
Altus  Biologies  84 
American  Airlines  (AMR)  26 
American  Express  (AXP)  57 
American  Home  Products 

(AHP)  80 

Ampco-Pittsburgh  (AP)  80 
Analog  Devices  87 
Apple  Computer  (AAPL)  18,83, 
82 

Aramark  26 


Covington  &  Burling  38 
CS  First  Boston  83 


Dataquest  82 
David's  Supermarkets  40 
Dekalb  Genetics  (SEEDB)  66 
Dell  Computer  (DELL)  82 
Deloitte  &  Toucbe  26, 26 
Delta  Air  Lines  (DAL)  40 
Del  Webb  8 
DigiPhone  6 

Digital  Equipment  (DEC)  18, 
40,  80, 82 
DMX  55 

DNA  Plant  Technology  67 
Dow  Chemical  (DOW)  66 
DowElanco  66 
DuPont(DD)  26,66,84 

E 


Arctco  (ACAT)  70 

LLUgcll  DO 

Ascmex  67 

FHHio  Ranor  f'vPPi  M  R7 

Asgrow  S66d  67 

AT&T  (T)  8,  26,  78 

Plortrnnir  Plata  fHMH  9fi 
LlcLUUIIIL  Udld  lulVICJ  to 

Antnmatir  Data  fAI  Ifll  7fi 

nUlUUIdUL  Udld  \nUUJ  £0 

Eli  Lilly  (LLY)  66 

AutoNation  USA  40 

Equitour  90 

mvuii  nuuuLib  invrj  /u 

Ermenegildo  Zegna  14 

B 

Exxon  (XON)  26 

Bacardi  38 

F 

Bally  Manufacturing  55 

Field  43 

Bandai  83 

Fisprv  (FISV)  40 

r  loci v  \[  low/ 

Barclays  Bank  78 

FITS  cnuestrian  90 

t  IIO  i_UJUCOLI  iai  1  JU 

BellSouth  (BLS)  26 

Fleming  Compsnies  (FLM)  40 

Bell  Sports  70 

Forbes  31 

Berkshire  Hathaway  (BRK)  6, 

Ford  (F)  26 

40 

Forum  26 

Bigsy  &  Kruthers  57 

Fossil  70 

Bioscience  Securities  66 

Franrp  Tplprnm  S4 

BioVest  Research  80 

Franklin  Dup^t  fFNDI  70 
ridiinini  uucii  yriiu/  tv 

Blockbuster  Entertainment  55 

Frnnhpr  Hntpl  &  fiamhlmo 

1  1  Ul  1  llcl  1  IULCI  Ot  Uul  1 1 UMI It 

Boeing  (BA)  23, 40,  54 

Hall  55 

Brown  &  Williamson  30 
C 

G 

Gabelli  Asset  Management  80 

Caesar's  World  55 

Gallup  43 

Calgene  66 

Gap  (GPS)  57 

California  Pizza  Kitchen  55 

Gazprom  50 

Canstar  70 

Geico  (GEO  40 

Caterpillar  (CAT)  6 

General  Electric  (GE)  26, 78 

Cemex  67 

General  Housewares  (GHW)  80 

Charles  Schwab  (SCH)  57 

General  Motors  (GM)  23, 26, 28 

Chase  Manhattan  (CMB)  40 

Goldman  Sachs  22,70 

Chemical  Bank  (CHL)  40 

GrupoCarso  67 

Chrysler  (C)  26 

H 

Ciba-Geigy  66 
Cigarrera  La  Moderna  67 

Haggar(HGGR)  57 

Circus  Circus  Enterprises  55 

Hallcrest  Associates  8 

Citicorp  (CCD  70 

Hamilton  78 

Classic  Sports  Network  34 

Harrah's  Entertainment 

Cold  Metal  Products  87 

(HER)  70 

Columbia  Laboratories 

Hercules  (HPC)  84 

(COB)  80 

Heron  International  55 

Comercial  America  67 

Hewlett-Packard  (HWP)  18,  80, 

Compaq  Computer  (CPQ)  82 

82 

CompuServe  70 

Hickey-Freeman  14 

Computer  Intelligence 

Hilton  Hotels  (HLT)  55 

InfoCorp  82 

HNV  Acquisition  55 

ComputerLand  82 

Hoechst  66 

Consolidated  Biscuit  40 

Honda  26 

Continental  Airlines  (CAI  A)  26, 

Honeymoon  Trail  90 

40 

Hudson  Valley  Renegades  34 

Human  Genome  Sciences 
(HGSI)  84 

I 


IBM  (IBM)  26,57,80,82 
Intel  (INTO  82 
International  Data  82 
Intuit  (INTU)  80 
IJ 

James  Martin  26 
Johnson  &  Johnson  (JNJ)  26 

K 


AT  Kearney  26 
Kidder  Peabody  70 
Kimberly-Clark  (KMB)  78 
Koch  Industries  60 
KPMG  Peat  Warwick  26 


La  Comercial  67 
Lehman  Brothers  (LEH)  40 
Levi  Strauss  57 
Liggett  Group  (BGL)  30 
Lonllard  Tobacco  30 
Louis  Harris  43 
Lucky  Stores  (ASC)  32 

M 


Magal  Security  Systems  8 
Martini  &  Rossi  38 
MCA  55 

McDonnell  Douglas  (MDC)  40 
The  McGraw-Hill  Companies 
(MHP)  67 

MCI  Communications  (MCIC)  6 
Menatep  Bank  50 
Mercury  Research  82 
MicroHelp  18 
Micron  Technology  82 
Microsoft  (MSFT)  60,82 
Mirage  Resorts  55 
Mitsubishi  50 
Mitsubishi  Electric  83 
Monsanto  (MTC)  66 
Morgan  Stanley  (MS)  28,  70 
Mormngstar  78 
Mycogen  (MYCO)  66 
N 


NationsBank  (NB)  40 
NatWest  Securities  (NW)  67 
NEC  Technologies  82 
Netscape  Communications 
(NSCP)  83 
New  York  Mets  34 
New  York  Yankees  34 
Nomura  Securities  22 
Norilsk  Nickel  50 
Nortek(NTK)  80 
Northern  Telecom  87 
Novo  Nordisk  84 
Nynex(NYN)  57 

O 


Odyssey  Partners  70 
Oneximbank  50 
Ontogeny  87 

Oracle  Systems  (0RCL)  83 
P 


Packard  Bell  Electronics  82 
Paul  Hastings  Janofsky  & 
Walker  32 

Penn  &  Schoen  Associates  34 
Pennl  Datability  Networks  48 
PepsiCo  (PEP)  26, 55 
Petoseed  67 

Philip  Moms  (M0)  30,40 
Pioneer  Hi-Bred  International 
(PIOG)  66 

Plaid  Clothing  Group  57 


Polaroid  (PRD)  6 
Price  Waterhouse  26 
Publix  Supermarkets  32 
Pulsar  International  67 


Quarterdeck  18 
R 


Recombinant  BioCatalysi 
Reliance  Capital  55 
Republic  Pictures  55 
RJR  Nabisco  Holdings  (Rf 
Roche  Holdings  84 
Rockwell  (ROK)  40 
Rossiskiye  Kredit  50 
Royal  Sluis  67 

S 


Samsung  Group  83 
Sanford  C.  Bernstein  30 
Sawtooth  Capital 
Management  80 
Schering-Plough  (SGP)  6 
Schroder  Wertheim  66 
Seagate  Technology  (SEG 
G.D.  Searle  66 
Sega  Enterprises  (SEGNY 
SEI  78 

Shanken  Communication 
Siemens  50 
Signet  Bank  40 
Smith  Barney  66 
Southern  Pacific  Rail  (RS 
Sprint  (FON)  6 
Strategic  Insight  78 
Strome  Susskind  Securiti 
Swiss  Reinsurance  70 


Target  Stores  (DH)  57 
Tele-Communications 
(TCOM)  55 
TeleTech  Holdings  26 
Tenneco  (TGT)  32 
Texaco  (TX)  32 
Texas  Instruments  (TXN) 
Thermedics  (TMD)  8 
Tiger  Management  70 
Today's  Man  (TMAN)  57 
TRW  (TRR)  83,6 
TWA  (TWA)  40 
Tyson  Foods  (TYSNA)  15 

U 


Urn  Storebrands  70 
United  Technologies  (UTX 

V 


ValuJet  Airlines  40 
Vanguard  Group  78 
Vanguard  Index  Trust  50C 
Portfolio  78,  79 
Vanstar  82 

Vector  Casa  de  Bolsa  67 
Vertisoft  Systems  18 
Viacom  40 
Vocal  Tech  6 

W 


Wal-Mart  Stores  (WMT)  E 
Warner  Communications 
Webster  Management  7( 
Wells  Fargo/Nikkc  Investn 
Advisors  78 
Wilshire  Associates  78 


Yacktman  Asset 
Management  30 
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ivestment  Figures  of  the  Week 


ENTARY 

conomic  forecasts  sent  the 
rming  into  record  territory.  A 
mt  sprint  on  Mar.  18  brought 
to  5863,  its  eighteenth 
1  just  54  trading  days.  After 
vith  5700,  the  Dow  was 
own  by  tobacco  and  computer 
nd  closed  the  week  at  5655. 
ile,  the  bond  market  got  the 
om  a  report  of  stronger  in- 
production.  Fears  that 

growth  would  forestall  eas- 
le  Federal  Reserve  sent  the 
Treasury  bond's  yield  to 
in  Mar.  15.  But  by  Mar.  20, 

was  down  to  6.63%. 


Mar.  14-20 


1-week  change 

+  1.8% 


BONDS 

Mar.  Sept. 


Mar.    Mar.  14-20 


649.98  14?5 


52-week  change 

+7.3% 


Eg 


THE  DOLLAR 

Mar.  Sept. 


1507  40 


1-week  change 

+0.4% 


Mar.    Mar.  13-20 


1-week  change 

0.0% 


SKET  ANALYSIS 


rocKS 


Latest 


%  change 
Week  52-week 


hIES  INDUSTRIALS  5655.4 

!  COMPANIES  (S&P  MidCap  Index)  230.3 

lOMPANIES  (Russell  2000)  328.3 

IPANIES  (Russell  3000)  370.6 

»N  STOCKS  Latest 


1.6 
1.3 
1.5 
1.7 


38.5 
28.1 
27.9 
31.3 


%  change  (local  currency) 
Week  52-week 


(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
0  (TSE  COMPOSITE) 


3685.4 
20,442.6 
4961.3 


1.2 
3.6 
0.3 


17.4 
28.5 
16.4 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.14% 

5.12% 

5.85% 

30-YEAR  TREASURY  BOND  YIELD 

6.63% 

6.68% 

7.45% 

S&P  500  DIVIDEND  YIELD 

2.16% 

2.19% 

2.65% 

S&P  500  PRICE/EARNINGS  RATIO 

19.0 

18.6 

16.5 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

592.4 

589.6 

Positive 

Stocks  above  200-day  moving  average 

67.0% 

63.0% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.62 

0.77 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.13 

2.00 

Neutral 

USTRY  GROUPS 


%  change 


BLOOMBERG  FINANCIAL  MARKEIS 


%  change 


ONTH  LEADERS 

1-month 

12-month 

Strongest  stock  in  group 

1-month 

12-month 

Price 

!IALTY  APPAREL  RETAILERS 

17.1 

39.0 

CHARMING  SHOPPES 

52.9 

-4.9 

47/8 

15.6 

53.2 

NIKE 

18.2 

108.5 

79V2 

ERAL  MERCHANDISE  CHAINS 

15.2 

12.7 

KMART 

35.1 

-19.8 

954 

IINUM 

12.4 

47.9 

REYNOLDS  METALS 

20.2 

28.7 

6lMi 

1RTMENT  STORES 

12.0 

31.6 

MERCANTILE  STORES 

19.2 

41.9 

587/s 

ONTH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

UFACTURED  HOUSING 

-12.1 

17.6 

FLEETWOOD  ENTERPRISES 

-12.1 

18.0 

2534 

ICCO 

-10.2 

30.6 

PHILIP  MORRIS 

-10.6 

35.5 

863/8 

ss 

-6.7 

50.1 

MERCK 

-9.8 

40.9 

62 

TRIC  COMPANIES 

-6.6 

14.5 

UNICOM 

-18.5 

13.1 

28% 

IDCASTING 

-6.3 

25.4 

TELE-COMMUNICATIONS 

-9.1 

19.4 

1974 

rUAL  FUNDS 


VI'iftNINGSTAR  INC 


RS 

?ek  total  return 


ITREND  GOLD 

LITY  SELECT  RETAILING 

R I  CAN  HERITAGE 

■k  total  return 


IS 

■R  CAPITAL  APPRECIATION 
SCO  STRATEGIC  GOLD 


13.7 
11.2 
10.9 

% 


LAGGARDS 
Four-week  total  return 


WRIGHT  EQUIFUND-HONG  KONG  -8.9 

SMITH  BARNEY  TELECOMM.  INCOME  -8.8 

GUINNESS  FLIGHT  CHINA  &  HONG  KONG  8.6 

52-week  total  return  % 


77.0    STEADMAN  TECHNOLOGY  GROWTH 
77.0    EV  MARATHON  GREATER  INDIA 
75.3    STEADMAN  AMERICAN  INDUSTRY 


-20.4 
-19.5 
-16.0 


S&P  500  H  Average  fund 


4-week  total  return 


52-week  total  return 


ATIVE  PORTFOLIOS 


amounts  represent  the 
lvalue  of  $10,000 
d  one  year  ago 
i  portfolio 

itages  indicate 
ly  total  returns 


<#' 

U.S.  stocks 
$13,471 

+2.29% 


Foreign  stocks 

$11,893 

+2.03% 


JH. 
A. 

Treasury  bonds 

$11,500 

-0.72% 


llll 


Money  market  fund 

$10,555 

+0.11% 
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Gold 
$10,152 

-0.43% 


on  this  page  are  as  of  market  close  Wednesday,  Mar.  20,  1996,  unless  otherwise  in- 
Industry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are 


as  of  market  close  Mar.  19.  Mutual  fund  returns  are  as  of  Mar  15.  Relative  portfolios  are  val- 
ued as  of  Mar,  19.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


OPPORTUNITY 
KNOCKS  IN  ASIA 

By  rushing  to  the  defense  of  Taiwan,  the  Clinton  Ad- 
ministration has  signaled  a  major  new  commitment  to 
maintaining  stability  in  East  Asia.  But  who  will  pay?  And 
how  can  America  leverage  this  military  role  to  achieve  eco- 
nomic gains  in  Asia? 

It  will  be  a  difficult  task,  but  the  U.  S.  can  use  the  new- 
ly expanded  security  umbrella  to  advance  a  broader  U.  S. 
agenda.  It's  essential,  for  instance,  to  reach  a  new  burden- 
sharing  understanding  with  Japan.  President  Clinton  is  vis- 
iting in  April  and  should  put  this  high  on  his  list.  Japan  pays 
a  hefty  percentage  of  the  cost  of  stationing  U.  S.  troops  in 
Japan — why  not  a  percentage  of  the  cost  of  safeguarding  its 
sea  lanes,  some  of  which  have  been  closed  for  Chinese  mil- 
itary exercises?  The  Administration  should  quietly  but  force- 
fully also  ask  other  Asian  countries  to  share  part  of  the  ex- 
pense of  our  military  presence. 

In  the  absence  of  U.  S.  bases  in  the  Philippines,  America 
should  expand  on  the  privileges  the  U.  S.  Navy  has  quietly 
obtained  in  Singapore  and  win  more  access  to  Indonesian 
ports  as  well.  Pressing  for  new  bases  may  be  unrealistic — 
Vietnam,  for  example,  says  it  will  be  a  decade  before  the 
U.  S.  is  "allowed  back"  to  Cam  Ranh  Bay.  But  if  these 
countries  want  the  Seventh  Fleet  to  be  around  to  protect 
them,  there  has  to  be  a  quid  pro  quo. 

On  the  commercial  front,  Americans  can't  expect  dra- 
matic market  openings,  but  they  can  expect  to  be  at  the 
table  when  crucial  discussions  are  held  about  the  shape  of 
Southeast  Asia's  economic  future.  The  fact  remains  that 
most  Asian  nations  deny  access  to  many  U.S.  products  and 
services,  while  the  U.S.  market  is  relatively  open  to  them. 

The  voice  of  Malaysian  Prime  Minister  Mahathir  Mo- 
hammad, the  leading  prophet  of  Asia-for-the-Asians-only, 
has  been  conspicuously  silent  in  recent  weeks.  The  reason: 
It's  clear  that  America  is  vital  to  the  stability  and  prosper- 
ity of  Asia.  The  U.  S.,  which  lost  credibility  in  Asia  over  the 
past  few  decades,  now  has  an  opportunity  to  reestablish  a 
broader  role.  It  should  be  done  carefully,  with  sensitivity  to 
Asian  realities,  but  it's  time  for  America  to  seek  more  co- 
operation in  return  for  safeguarding  Pacific  prosperity. 

IN  PRAISE  OF 
STREET  WIZARDS 

rl  '  the  Lords  of  Wall  Street:  Julian  H.  Robertson 

JL  Jr.  famed  stock-picker  and  head  of  hedge  fund 
Tiger  Mai  ;  cement  Corp.  Mario  J.  Gabelli,  who  practically 
printed  m  during  the  1980s  takeover  boom.  Jeffrey  N. 
Vinik,  hedu  Fidelity  Investment's  $55  billion  Magellan 
Fund,  the  w(  largest  mutual  fund.  Yet  these  money 
managers  hav*       si  mbled  in  recent  years. 

Trying  to  bea  larket  is  an  age-old  game,  yet  only  a 

few  manage  to  outp  i  form  it  consistently  over  extended  pe- 
riods. For  instance,  1986  to  1995,  the  Standard  &  Poor's 
500-stoek  index  had  a  total  return  of  almost  15%,  yet  only  14% 
of  all  diversified  equity  mutual  funds  did  better.  Last  year, 
when  the  s&p  500  had  a  total  return  of  nearly  38%,  a  mere  8% 


of  mutual-fund  managers  were  able  to  beat  the  mai 
What's  more,  the  competition  is  getting  stiffen  C 
hedge  funds  such  as  Robertson's  Tiger  were  among 
few  willing  to  bet  that  stocks  would  decline.  But  "s 
selling"  is  now  so  familiar  in  the  U.  S.  that  its  allui 
fading.  For  a  time,  George  Soros  ruled  the  arcane  wor 
global  bond  and  currency  investing.  Now  the  field  is  cr 
ed,  and  lush  returns  are  harder  to  come  by.  In  the  g 
capital  market,  many  more  savvy  money  managers 
search  analysts,  and  investors  than  ever  before  are  se; 
ing  for  scraps  of  information  that  will  give  them  an  in' 
ment  edge.  That  may  make  life  tougher  for  stock-picl 
but  it's  better  for  the  economy. 

Savvy  investors  uncover  vital  information,  financial 
kets  quickly  spread  the  knowledge,  and  capital  gets  allo< 
where  it's  needed.  Meanwhile,  the  bolder  money  mana 
are  forced  into  frontier  markets.  For  a  while,  these  pior 
earn  outsize  rewards.  Then  the  process  starts  again: 
knowledge  spreads,  more  investors  join  the  fray,  an< 
vestment  returns  get  smaller.  Wall  Street's  wizards 
not  always  deliver  the  best  returns  to  their  investors 
they  are  more  than  mere  gunslingers.  It's  their  risk-ta 
that  helps  makes  it  possible  for  new  technologies,  new 
nesses,  and  new  markets  to  develop. 

EDUCATION  IS 
RUSINESS'  RUSINESS 

The  education  of  our  children  is  a  topic  of  perennial  con 
and  well  it  should  be:  Students  in  the  U.  S.  continue  ti 
derperform  their  counterparts  in  other  major  industria 
tions.  Decades  of  analysis,  political  posturing,  and  searchin 
solutions  haven't  changed  this.  The  broad  and  lofty  "( 
2000"  set  forth  by  the  nation's  governors  and  President  ] 
in  1989  and  elaborated  in  legislation  two  years  ago  wi 
largely  unmet.  How  is  it  possible  to  guarantee,  for  inst; 
that  every  adult  will  be  literate  by  the  year  2000? 

Lately,  educator's  have  seized  on  tough  and  specific  educ 
standards — locally  determined — as  the  route  to  academii 
cellence.  Now  the  nation's  governors  will  meet  on  Mar.  26-: 
promote  the  adoption  of  standards  and  the  diffusion  of  i 
nology  in  the  schools.  Each  governor  will  be  accornpanie 
the  chief  executive  of  a  major  corporation  from  his  or 
state.  IBM,  for  instance,  is  a  prime  mover  behind  the  mee 
The  business  connection  makes  sense.  However  eras; 
notion,  a  good  public  education  should  prepare  childre 
make  a  good  living.  There's  a  yawning  earnings  gap 
tween  high  school  graduates  and  college  graduates, 
businesspeople  have  complained  for  years  that  many 
school  graduates  are  in  need  of  remedial  education.  Busi 
can  make  a  difference.  Here's  how. 

First,  executives  should  actively  help  educators  and  5 
officials  come  up  with  clear  and  rigorous  standards  oi 
cellence.  If  students  don't  know  what's  required  of  tl 
they  won't  be  able  to  reach  higher.  Second,  execut 
should  work  hard  to  deflect  opposition  from  political 
tremists  to  the  adoption  of  standards.  Third,  execut 
should  compel  school  districts  and  states  to  reach  for 
cellence  by  linking  performance  measures  to  hiring  < 
sions.  Finally,  companies  should  put  their  money  wi 
their  mouths  are — and  help  finance  reforms,  the  adoptic 
technology,  and  teacher  training  through  grants,  prodi 
and  volunteer  work. 
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YOU  HAVE  TO  LOOK  OUT  EOR. 

Ver  y  quiet  and  serene,  the  Chevy  Blazer  lias  mure  features  than  a  movie  theater.  Stretch  out  and 
enjoy  tne  view.  The  ride  of  the  Blazer  is  smooth.  With  all  this  luxury  and  class,  you'd  almost  expect  Blazt 
to  be  the  shy,  introverted  type.  Nothing  could  lie  further  from  the  truth.  Its  Vortec  4300  V6  Sequential 
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HOW  TO  MAKE 
MULTIMEDIA  CONNECTIONS 
CHILD'S  PLAY. 


If  you're 
confused  about  which 
'  turn  on  the  information  superhigh- 
way, maybe  we  can  help.  Multimedia  is  the 
sum  of  many  parts,  and  we've  had  a  part  in  most 
of  them.  (O   Our  data  storage  and  imaging  systems 
take  on  graphics-intense  applications  from  home 
computers  to  Hollywood  special  effects.  We're  bringing 
multimedia  to  networking  applications  with  our  new  family 
Df  ATM  chips.  cO   Services  like  video-on-demand  and 
long-distance  learning  are  brought  to  you  through  our  ATM 
switching  systems.  Our  scalable  parallel  supercomputers 
help  visualize  processes  too  complex  for  eyes  to  see. 
qD   So  if  you're  looking  for  direction  on  the  informa- 
tion highway,  look  for  us.  You'll  find  us  at  every  turn. 
We're  a  $30  billion  company  with  a  worldwide 
multimedia  investment.  We  can  help 
you  make  getting  up  to  speed, 
child's  play. 


FU I ITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


HOW  TO  MAKE 
MULTIMEDIA  CONNECTIONS 
CHILD'S  PLAY. 


If  you're 
confused  about  which 
i  turn  on  the  information  superhigh- 
way, maybe  we  can  help.  Multimedia  is  the 
sum  of  many  parts,  and  we've  had  a  part  in  most 
of  them.  qD   Our  data  storage  and  imaging  systems 
take  on  graphics-intense  applications  from  home 
computers  to  Hollywood  special  effects.  We're  bringing 
multimedia  to  networking  applications  with  our  new  family 
}f  ATM  chips.  qD   Services  like  video-on-demand  and 
long-distance  learning  are  brought  to  you  through  our  ATM 
switching  systems.  Our  scalable  parallel  supercomputers 
help  visualize  processes  too  complex  for  eyes  to  see. 
qD   So  if  you're  looking  for  direction  on  the  informa- 
tion highway,  look  for  us.  You'll  find  us  at  every  turn. 
We're  a  $30  billion  company  with  a  worldwide 
multimedia  investment.  We  can  help 
|,    you  make  getting  up  to  speed, 
child's  play. 


FU I ITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


teHescramble; 

Watch  for  the  4 
rollback  in 
rules  to 
unleash  a 
frenzy  of  J 
dealmaking, . 
mergers,  and- 
^restructurings 

*page  63  ♦ 


Special  Report 


63 


70 


82 


87 


TELECOM'S  NEW  AGE 

A  free-for-all  is  coming  in  the  industry 
as  deregulation  allows  broadcasters, 
cable-TV  operators,  and  local  and  long- 
distance phone  companies  to  invade  one 
another's  markets.  The  eventual  payoff: 
A  $1  trillion  boost  to  the  economy 
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HONCHOS 

WILL  JACK  SMITH 
PUNCH  OUT  EARLY? 

GENERAL  MOTORS  CHAIRMAN 

Jack  Smith  is  considering 
early  retirement.  Not  right 
away,  but  in  four  years,  when 
he'll  be  62 — three  years 
short  of  GM's  mandatory  re- 
tirement age.  So  says  a 
source  close  to  the  No.  1  auto 
maker's  board  who  has  heard 
Smith  talking  about  his  fu- 
ture. "It's  a  very  trying  job," 


the  source  says.  "He's  work- 
ing seven  days  a  week." 

Smith  doesn't  flatly  pledge 
to  stay  to  65.  All  he  will  say, 
through  a  spokeswoman:  "I 
don't  know  what  the  fuss  is 
all  about.  I  have  no  plans  for 
retirement."  If  Smith  leaves 
in  2000,  his  heir  apparent,  54- 
year-old  Vice-Chairman  Har- 
ry Pearce,  would  have  more 
time  at  the  wheel — seven 
years.  Pearce  is  a  board  fa- 
vorite and  just  received  addi- 
tional kudos  as  gm's  point 
man  for  the  United  Auto 


TALK  SHOW  ((My  experience  with  the  Federal  Reserve . .  .hi 
led  me  to  conclude  that  this  is  an  extraordinarily  well-run 
organization." — Alan  Greenspan,  on  a  General  Accounting  Office 
report  knocking  the  Fed  for  inadequate  internal  cost  controls 


SMITH:  Getting  gm's 
skid  under  control 

an  operations  into 
cash  cow  in  the  19£ 
hopes  to  do  the  same 
North  America  by 
tirement  time.  Sm 
(1994  pay:  $5.7  milli 
became  ceo  in  1992  i 
just  took  on  the  ch; 
man's  title,  partly 
reward  for  his  work 
storing  gm's  health.  I 
Smith  and  his  wife,  Lydia, 
said  to  be  eager  to  enjoy  tl 
hobbies,  including  skiing  i 
safaris.        Keith  Naugk 


Workers  in  the  recent  17-day 
strike  over  outsourcing. 

Smith,  who  made  his  mark 
by  turning  moribund  Europe- 


BANK  NOTES 

ADRIFT 
IN  THRIFTS 


PERELMAN: 

Hiding  time 


RON   PERELMAN  S 

campaign  to  build  a 
savings  and  loan 
powerhouse  by 
gobbling  up  Cali- 
fornia thrifts  has  hit  a  road- 
block. Merger  talks  recently 
broke  down  between  his 
deal-hungry  San  Francisco 
s&L  and  California  Financial 
Holding,  parent  of  $1  billion 
Stockton  Savings  Bank.  But 
the  snag  is  likely  to  be  tem- 
porary for  the  wily  financier. 

Perelman's  lieutenants 
won't  say  why  California  Fi- 
nancial, in  particular,  didn't 
work  out.  But  they  do  say 
thrifts  lately  want  juicier  pre- 
miums than  Perelman  paid 
for  the  two  s&ls  he  bought  in 
1995.  Perelman's  outfit,  First 
Nationwide  Bank,  offered  $24 
a  share  for  California  Finan- 
cial, roughly  30%  over  its 
market  price — in  line  with  his 
other  recent  thrift  deals. 

Upshot:  Perelman's  people 
say  they  may  just  wait  a 
while  foi  things  to  calm 
down.  After  all,  thrift  perfor- 
mances tend  to  be  spotty,  so 
First  Nationwide,  which  he 
bought  in  1994  from  Ford 
Motor,  doesn't  face  much  bid- 
ding competition.  A  waiting 
strategy  may  work.  People 
close  to  California  Financial, 


whose  1995  return  on  equity 
was  a  paltry  2.26%,  say  its 
board  was  divided  on  a 
sale — and  has  given  manage- 
ment six  months  to  turn  it 
around  before  putting  it  back 
on  the  block. 

Perelman  has  made  First 
Nationwide  a  strong  takeover 
vehicle  by,  among  other 
things,  using  tax  breaks  from 
a  failed  Texas  thrift  he 
bought  in  1988.  Result:  a  siz- 
zling 1995  return  on  equity 
of  32%.       Sam  Zuckerman 


MAD  AVE 


FALL  INTO  THE  GAFFE 


GAP,   WHICH    IS   ABOUT  AS 

green  as  Corporate  America 
gets,  just  ran  newspaper  and 
magazine  ads  featuring  a 
senator  whom  some  environ- 
mentalists call  an  enemy.  The 
ad  campaign,  launched  Mar.  3 
for  Gap's  Banana  Republic 
chain,  featured  Senator  Ben 
Nighthorse  Campbell  (R- 
Colo.)  wearing  black  jeans 


THE  LIST  STRANGE  BRANDFELLOWS 


Consumer  perceptions  may  say  something  about  the  Presi- 
dential contenders'  voter  appeal.  Landor  Associates  sur- 
veyed 300  consumers,  asking  them  to  match  brand  names 
with  the  candidates.  Bill  Clinton,  Bob  Dole,  and  Pat  Bucha- 
nan were  linked  with  "average  Joe"  brands.  Exception:  Re- 
publican Dole  is  associated  with  Cad- 
illac, the  luxury  car  for  older 
Americans.  Perhaps  that's  due  to  his 
72  years  and  "party  of  the  rich"  affili- 
ation. Buchanan's  soda  is  perennial 
No.  2  Pepsi.  Billionaire  Ross  Perot  has 
a  more  upscale  brand  profile.  But  his 
soft  drink  is  Dr  Pepper,  which  posi-      vox  pop.  Q0]ie 
tions  itself  as  a  maverick.   !  


BRANDS  MOST  LINKED  TO  CANDIDATES 


AUTO 

BEER 

SODA 

STORE 

BILL  CLINTON 

CHEVROLET 

BUDWEISER 

COKE 

MACY'S 

BOB  DOLE 

CADILLAC 

OLD  MILWAUKEE 

COKE 

J.C.  PENNEY 

ROSS  PEROT 

CADILLAC 

C00RS 

DR 

PEPPER 

NEIMAN 
MARCUS 

PAT  BUCHANAN 

CHEVROLET 

BUDWEISER 

PEPSI 

WAL-MART 

DATA:  LANDOR  ASSOCIATES 

BIOHAZARD?  Campbell's  < 

astride  a  Harley  Davids 
So  green  activists  wr 
the  company  threatening 
boycott  if  the  ad  was 
pulled.  Jonathan  Turley, 
rector  of  the  Environmer 
Law  Advocacy  Center,  acc 
es  the  senator  of  trying 
"gut  the  environmental  la 
and  sell  public  lands." 

The  ad  is  no  longer  r 
ning,  but  Gap  says  it  v 
only  slated  for  a  week  a 
way.  Campbell  "was  chos 
for  his  independence  of  spi 
not  his  politics,"  explains  C 
Chief  Financial  Officer  'W 
ren  Hashagen  Jr.  Gap's  o 
enviro-activism  includes 
nations  to  such  groups  as 
Natural  Resources  Defei 
Council.  A  Campbell  spok 
man  says  that  "special  int 
est  pressure"  spoiled  sor 
thing  fun.  The  sena 
donated  his  $2,000  ad  fee 
Montana's  Dull  Knife  Mem< 
al  College.  Linda  Himelst 
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Up  Front 


WHEELER-DEALERS 


HOME  SHOPPING  GETS  RHYTHM 


ROY  SPEER  HAS  RETURNED  TO 

his  element.  A  principal 
founder  of  Home  Shopping 
Network,  which  he  sold  in 
1993  while  undergoing  a 
grand-jury  investigation,  he 
has  a  new  shopping  channel. 

The  ever-combative  Speer 
has  taken  over  mor  Music,  a 
music  channel  where  viewers 
order  compact  disks  and 
tapes  of  videos  they  watch. 
Although  mor  is  in  only  1.3 
million  cable  homes  full-time, 
Speer  plans  to  go  nationwide 
and  perhaps  branch  into 
country,  gospel,  and  Spanish 
music  channels.  He  says  he's 
losing  $100,000  per  month  but 
aims  for  a  turn-around  by 
yearend  "at  a  minimum." 

He  has  the  capital.  In  1994, 
Speer  sold  his  controlling 
interest  in  hsn  to  Liberty  Me- 
dia for  $400  million  in  cash 
and  stock.  (Silver  King  later 


bought  it.)  At  the  time,  he 
was  battling  a  federal  inquiry 
into  whether  he  took  kick- 
backs from  retailers  seen  on 
hsn,  which  he  denied.  The 
grand  jury 
ended  up  lev- 
eling no  charg- 
es, and  Speer 
says  the  probe 
had  no  bearing 
on  why  he 
sold  hsn.  He 
says  it  was  a 
"  good  time  to 
sell,  since  costly  license  re- 
newals were  coming  up  with 
cable  systems. 

After  buying  mor  for  $10 
million,  Speer,  63,  and  son 
Richard  spent  $100  million  to 
convert  a  Nashville  Sam's 
Club  outlet  into  a  state-of- 
the-art  telecom  center.  While 
Roy  is  active  in  mor,  his  son 
runs  it.  Bill  Carey 


SPEER:  MTV 

meets  HSN 


°  iy  ui  inn  k! 


SHOW  BIZ 

A  NATION  OF 
MALL  POTATOES? 

nope,  yol;  really  can't 
escape  advertising.  Soon, 
when  you're  snacking  at  the 
local  mall's  food  court,  you 
may  find  yourself  watching 
TV  ads.  A  company  called 
Food  Court  Entertainment 
Network  just  raised  $16  mil- 
lion in  an  initial  stock  offer- 
ing to  install  its  sets  in  750 
malls  national!, .•  over  the 
next  five  years. 

Food  Court's  program, 
called  Cafe  USA,  is  a  30-min- 
ute  satellite-fed  show  of  news 


IN  YOUR  FACE:  Din  ing 

in  Greenville,  S.C. 


(updated  twice  daily), 
sports,  entertainment, 
and — natch— eight  min- 
utes of  ads.  Beaming 
shows  to  captive  audi- 
ences, though,  has  had 
mixed  success.  Turner 
Broadcasting's  cnn  Air- 
port Network,  begun  in  1992, 
is  a  hit,  now  in  25  major 
U.  S.  airports.  But  Turner's 
Checkout  Channel  was 
yanked  in  1993  after  a  year. 
Analysts  say  supermarket 
shoppers  found  it  too  vexing 
while  trapped  in  lines. 

Food  Court  ceo  Steve 
Bowen,  former  president  of 
the  J.  Walter  Thompson  ad 
firm,  predicts  his  venture 
will  break  even  by  1997. 
Reason:  People  will  like  his 
show,  since  they're  seated 
and  enjoying  a  meal.  "Fifty 
percent  of  Americans  watch 
TV  when  they're  eating  din- 
ner," says  Bowen,  who  has 
just  tested  the  concept  at 
four  malls.  Julianne  Slovak 


DRAWN  &  QUARTERED 


H0WDOI  ^ 


PRODUCT  PEEK 

ONWARD, 

ROCK  N'  ROLLERS 

worshippers  are  rocking, 
and  not  with  "Rock  of  Ages." 
A  new  trend  has  put  rock 
music  in  services — and  that's 
a  heavenly  opportunity  for 
Washburn  International,  a 
Vernon  Hills  (111.)  guitar 
and  audio-gear  maker. 
Sound  systems  for  church- 
es are  the  116-year-old 
Washburn's  fastest-grow- 
ing segment,  bringing  in 
$1  million  last  year.  The 
$40  million  company, 
which  only  entered 
the  church  biz  in  1994, 
expects  25%  annual 
growth  for  it  through 
2000. 

Why?  Baby  boomers 
are  rediscovering  relig- 
ion, but  many  aren't 
happy  with  creaky  old 


hymns  accompanied  by  an 
gan.  And  they're  used  to 
sound  systems.  "A  church 
sounds  like  a  McDora 
drive-through"  speaker 
turn-off,  says  Joe  Bak 
Washburn's  exec  veep. 

Much  of  the  venture's 
spiration  is  from  the  Re' 
end  Doug  Prewitt,  music 
rector  of  a  Baptist  churc 
Independence,  Mo.  Wj 
bum  consultant  Prewitt 
installed  $10,000  wort! 
its  sound  gear. 

While  Washburn  has 
cused  on  the  Midwest, 
marketing  potential 
church  audio  is  natic 
David  Musial  agr 
to  become  music  di 
tor  of  Saints  Pete 
Paul  Catholic  Chi 
in  Hoboken,  N.  J.,  < 
after  it  bought  eno 
equipment  to  hand 
12-member  combe 
mass.  Susan  Jack 


THE  BIG  PICTURE 


m  *  i> »» us  »  a  g£3  »  B3  ESQ 

THE  WAYS  WE  PAY 

,  The  cashless  society  may  be  a  lot 
further  off  than  we  think.  Cash  is 
still  the  choice  form  of  payment 
for  today's  consumers,  and 
58%  of  retailers  have  the 
same  preference. 

CUSTOMERS'  PREFERRED 
METHOD  OF  PAYMENT 

6.5% 

1.0*  1.1* 


DEBIT 
CARDS 


OTHER 


FOOTNOTES  Unfilled  knowledge-worker  jobs  by  2000,  per  Christian  &  Timbers,  without  retraining  of  industrial  workers:  20°A 
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Chances  are 

we've  helped  your  business. 

(Even  if  you've  never  owned  a  Macintosh.) 


;k  in  1984,  a  young  company  named  Apple  Computer  did  a  rather 
narkable  thing.  It  introduced  a  newway  of  computing.  A  new  way  of 
ting  things  done. 
A  newway  named  Macintosh: 

Sure,  personal  computers  had  been  around  for  awhile.  But  never 
ore  had  one  computer  so  completely,  so  instantly,  changed  the  land- 
pe  of  the  possible. 


Making  the  extraordinary  ordinary. 


the  12  years  since,  Apple"  innovations  have  continued  to  redefine  what 
jple  can  do  with  a  personal  computer.  They've  also  found  their  way 
3  some  of  our  competitors'  PCs  and  operating  systems.  For  example, 
plug-and-play  technology  we  brought  to  market  in  1987  is  just  now 
loming  a  reality  for  other  PC  makers.  Macintosh  was  one  of  the  first 
Mdable  desktop  computers  to  employ  powerful  RISC- 
;ed  microprocessors.  (We're  now  working  on 
fourth-generation  PowerPC  "  RISC  chip 
i  we're  still  the  only  company  in  the 
rid  making  a  computer  that  runs 
h  the  Mac  "  OS  and  Windows! 

As  a  result  of  these  Apple  innova- 
is,  ordinary  people  can  sit  down  at  all 
ids  of  PCs  and  actually  get  some  work 
le.  Of  course,  if  they  sit  down  at  a 
cintosh,  they  can  build  3-D  graphics.  Use  virtual  reality  in  very  real 
ys.Videoconference  across  continents.  Collaborate  with  colleagues  on 
far  side  of  the  corporate  campus.  Build  interactive  sites  on  the  World 
ieWeb.  And  more.  That's  the  Mac  advantage. 

People  do  know  the  difference. 

lay,  56  million  people  do  theirwork  the  Macintosh  way.  Some  in 
look  Some  at  home.  And,  when  you  look  at  the  numbers  from  recent 
dies,  quite  a  few  in  business.  We  command  a  47%  share  of  the  U.S. 
nmercial  publishing  market.  And  76.2%  of  the  color  pre-press  market, 
d  though  our  dominance  in  graphics- related  businesses  may  not 


More  than  a  few  oj  the  things  that  seem 
tandard  on  a  personal  computer  today 
u  rn1  pioneered  by  ,-ipple 


shock  you,  consider  this:  we  have  a  50%  share  of  the  chemical,  pharma- 
ceutical, biotechnology,  scientific  and  engineering  computing  markets. 

And  then,  there's  the  fact  that  Macintosh  brand  loyalty  is  the  highest 
of  any  PC  in  the  world:  90%  of  Macintosh  customers  buy  a  Mac  the  next 
time  around.  Which  leads  people  like  Andrew  Laham,  MIS  Director  at 
the  law  firm  Fleming,  Hovenkamp  &  Grayson,  to  say  "There  would  be  a 
major  crisis  if  we  had  to  do  without  Macs.  In  fact,  there  would  be  an 
open  revolt"  Indeed,  if  the  mail  we've  received  lately  is  any  indication, 
more  than  a  few  CFOs  out  there  would  revolt,  too,  if  their  companies 
didn't  use     .  ,J-  Macintosh  computers. 

"NASA  saved  $800,000  a  year  on  maintenance  alone 
when  we  replaced  their  legacy  system  with  a  Macintosh 
system"  says  Steve  Monteith,  a  member  of  the  Research  Triangle 
Institute  TechTracSTeam. 

And  if  you  replace  a  Windows  system  with  a  Mac?  According 
to  a  recent  study  by  the  Gartner  Group,  technical  support  costs  for 
Macintosh  tend  to  be  25%  lower  than  support  costs  for  Windows!* 
Even  PC  World  magazine  ranked  Apple  as  one  of  the  best  for  reli- 
ability and  service  among  all  makers  of  personal  computers. 


See  the  future.  Turn  on  a  Mac. 


As  they  say,  you  can't  simply  rest  on  your  laurels.  So  what's  next?  Let's  start 
with  Copland,  our  upcoming  operating  system.  Copland  won't  just 
change  the  look  of  the  Macintosh  desktop;  it  will  incorporate  an  entirely 
new  technology  called  OpenDoc"  that  will  change  the  way  you  think 
about  computers.  (Sound  like  hype? Check  out  InfoWorld—  they  named 
OpenDoc  the  winner  of  the  1995  Landmark  Technology  Award.) 

And  then  there  are  the  53  new  software  patents  we  were  awarded  in 
1995,  patents  on  everything  from  wireless  communication,  power  man- 
agement and  manufacturing  systems  to  data  encoding,  data  compression 
and  encryption. That's  more  than  enough  innovation  to  bring  another 
generation,  or  three,  of  intelligent  business  tools  to  market. 

The  kinds  of  tools  that  keep  your  productivity  up.  Your  costs  down.The 
kinds  of  tools  that  keep  your  people  motivated  to  push  the  limits.  To  chal- 
lenge the  unknown.To  discover  the  unexpected.  And  bring  it  to  market. You 
know,  the  same  things  we  keep  doing  with  Macintosh.  Year  after  year. 


Apple 

http://always.apple.com 
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xo  SOME  small  package  carriers, 
it's  a  BOX. 


xo  RPS,  it's  your  BOTTOM  LINE. 


Saving  you  bucks. 

Volume  incentives.  Low  cost  alter- 
natives to  LTL.  Guaranteed  sec- 
ond-day air  for  15%  less.  Lower 
pick  up  fees.  Savings 
you  can  pass  on  to  your 
(very  pleased)  customers. 


Giving  your  business  an  edge. 

Advanced  RPS  technology  gives 
you  plenty  of  ways  to  better  serve  your 
customer.  Improves  your  entire  delivery 
process,  too. 


Shipping  solutions  that  fit. 

RPS  tailors  its  service  to 
your  business  because  your 
business  is  unique.  Whether 
it's  retail,  publishing, 
pharmaceuticals,  manufacturing 
or  any  other  business... 
10  packages  a  day 
or  10,000. 


Delivering  where  you  ship. 

To  over  98%  of  business 
addresses  in  the  U.S. 
100%  in  Canada. 
Over  75%  in  Mexico. 
27  countries  in  Europe. 


If  your  carriers  putting  you  in  a  box, 
dial  1-800-ROADPAK®  (762-3725)  and  improve  your  bottom  line 


Delivering  more  than  your  packager 


YOU'RE  FIBER 


They're  the  two  most  destruc- 
tive words  in  corporate  America. 
Because  letting  employees  go 
not  only  upsets  lives,  it  costs 
companies  millions  each  year. 

So  how  can  you  be  certain 
you're  hiring  the  right  people 
for  the  right  job?  How  can 
you  avoid  saying  those  two 
damaging  words? 

There  are  no  fast-and-easy 
answers.  But  there  are  ways  to 
make  better  choices;  to  see 


beyond  applicants'  resumes  into 
more  measurable  factors  such  as 
their  attitudes  and  aptitudes. 

To  find  out  how  your  company 
can  use  our  skills  assessments 
and  consulting  services  to  make 
smart,  objective  hiring  choices, 
call  800.221.8378  today.  And 
make  "you're  fired"  the  only 
thing  you  let  go. 

fax:  847.292.3400 
e-mail:  mchlh@aol.com 


McGraw-Hill/ London  House 

A  Division  o\  The  McGraw-Hill  Companies 


A  Better  Understanding  Of  How  People  Work 


RANKED  #1 
IN  HIGH  TECH 


T.  Rowe  Price  Science  8  Technology  Fund  has  been  successful  at 

identifying  dynamic  opportunities  in  this  field.  The  fund  is  ranked  #1  of 
14  science  and  technology  funds  since  its  inception  (9/30/87)  through 
12/31/95,  according  to  the  Lipper  Science  and  Technology  Funds  Average. 
To  select  companies  with  the  most  promise,  each  is  carefully  evaluated 
based  on  both  its  financial  strength  and  its  products. 

Of  course,  the  risks  of  investing  in  this  field  are  commensurate  with 
its  rewards.  As  with  any  stock  fund,  there  will  be  price  fluctuation. 
$2,500  minimum  ($1,000  for  IRAs).  100%  no  load. 


Call  24  hours  for  a  free  report  and  prospectus 


1-800-541-8457 


Invest  With  Confidence 

T.RoweRrice 


USA 


*Source:  Lipper  Analytical  Services.  Inc.,  which  ranked  the  fund  #1  out  of  14,  #.->  out  of  15,  and  #4  out  of  35  science 
and  technology  hinds  based  on  the  total  returns  for  the  since  inception,  5-year,  and  1-year  periods  ended  12/31/95, 
respectively.  Past  performance  cannot  guarantee  future  results  Investment  return  and  principal  value  will  vary  and 
shares  may  he  worth  more  or  less  at  redemption  than  at  original  purchase  Request  a  prospectus  with  more  complete 
information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send 
monev.  T.  Howe  Price  Investment  Services.  Inc.,  Distributor.  STF03058S 
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Readers  Report 


MAYBE  UNITED  OWES  ITS  RISE 
TO  MORE  THAN  THE  ESOP  

Congratulations  on  recognizing  the 
success  and  opportunity  that  United 
Airlines  Inc.  and  the  employee  stock- 
ownership  plan  (esop)  have  created 
("United  we  own,"  Cover  Story,  Mar. 
18).  Your  article  highlights  many  of  the 
same  points  we  stress  with  small  com- 
panies establishing  ESOPS.  When  you  cut 
through  it,  however,  it  is  good  manage- 
ment, strong  leadership,  and  good  peo- 
ple that  build  strong  companies.  Share- 
holders and  boards  can,  and  should,  only 
oversee,  not  implement. 

Jack  Pfeffer 
Principal,  The  Management  Team 

Dallas 

As  an  unwilling  participant  in  the 
United  Airlines  esop,  I  read  your-  article 
with  interest.  Will  the  esop  be  a  suc- 
cess? Time  will  tell.  Meanwhile,  many 
employees  are  doing  a  slow  burn  watch- 
ing management  cash  in  their  stock  op- 
tions, becoming  instant  millionaires  as 
the  stock  hit  new  highs  recently.  The 
rest  of  us  can  cash  out  only  on  the  day 
we  retire.  If  the  stock  is  trading  at  $200 
on  Dec.  31,  2002,  I'll  have  recouped  my 
investment.  But  if  it's  trading  at  $30, 
where  I've  seen  it  many  times  during 
my  29  years,  I'll  be  wiped  out.  For  many 
of  us,  the  esop,  far  from  providing  secur- 
ity, is  more  like  a  crapshoot. 

John  Corradi 
B-727  Captain 
Rixeyville,  Va. 

MAINFRAMES  ARE 

FAR  FROM  DEAD  AT  UNISYS 

In  "Here  come  those  slow-growth 
blues"  (Corporate  Scoreboard,  Mar.  4), 
you  say:  "Unisys  took  a  $582  million 
charge  to  cut  jobs  and  ditch  main- 
frames." Sorry,  but  your  mainframe 
prognosis  is  way  out  in  left  field.  More 
than  any  other  computer  company,  Uni- 
sys has  been  successfully  transitioning 
mainframe  capabilities  to  state-of-the- 
art  enterprise  servers.  In  fact,  on  Apr. 


CORRECTIONS  &  CLARIFICATIONS 

"Is  this  the  man  to  topple  Mexico's  ruling 
party?"  (International  Outlook,  Apr.  1)  report- 
ed that  Mexican  President  Ernesto  Zedillo 
Ponce  de  Leon  had  promised  that  only  Mex- 
ican companies  would  be  allowed  to  manage 
a  new  system  of  private  pension  funds.  In 
fact,  a  bill  before  Mexico's  National  Congress 
proposes  that  foreign  companies  also  be  al- 
lowed to  manage  such  funds. 

Rick  Cerone,  spokesman  for  the  New  York 
Yankees,  is  not  Rick  Cerone,  former  catcher 
for  the  Yankees,  as  the  commentary  "O.K., 
baseball,  you've  got  one  last  chance"  (News: 
Analysis  &  Commentary,  Apr.  1)  stated.  The 
ex-catcher  is  an  announcer  for  the  Yankees. 

In  "Steve  Wynn's  full  house"  (People,  Apr.  1), 
business  week  erroneously  reported  that  Mirage 
Resorts  Inc.  had  bought  nearly  5%  of  Circus 
Circus  Enterprises  and  has  reaped  a  $33  mil- 
lion gain.  In  fact,  Mirage  owns  less  than  1% 
of  Circus  Circus  and  has  booked  a  gain  of 
$2.5  million. 


9,  we  will  be  announcing  a  new  family 
of  enterprisewide  servers  that  will  turn 
this  business  upside  down. 

Alan  G.  Lutz 
Executive  Vice-President 
Unisys  Corp. 
Blue  Bell,  Pa. 

Editor's  note:  BUSINESS  week  should 
not  have  used  the  word  "ditch."  Howev- 
er, Unisys  has  been  reducing  its  depen- 
dence on  mainframes. 

KEEPING  THE  FAITH 

WITH  ARIEL  

I  am  writing  in  response  to  your  arti- 
cle on  John  Rogers  and  Ariel  Capital 
Management  Inc.  ("Ariel's  fall  from 
grace,"  Finance,  Feb.  26).  The  Chicago 
Urban  League  established  a  business 
relationship  with  Ariel  Capital  Manage- 
ment in  1985.  In  developing  the  rela- 
tionship, we  embraced  John  Rogers'  in- 
vestment philosophy.  This  relationship 
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U.S.  Olympic  Team 

in  ATLANTA. 

Enter  To  Win 
One  Of  Five  Trips  For  Two. 

•  Five  Grand  Prize  Trips  for  two  inelu 
four  nights  at  the  Atlanta  Hilton  ant 
tickets  foi  three  events. 

•  Ten  First  Prizes  include  a  pair  of 
round-trip  tickets  anywhere  United 
flies  in  the  48  contiguous  states. 

•  100  Second  Piizes  of  a  U.S.  Olympi 
duffel  bag. 

Name  

Address  

City  

State  Zip  

Phone  (  )  

Please  mail  for  receipt  by  June  7, 1996 
UA  1996  U.S.  Olympic  Team  Sweepstake 
P.O.  Box  1609 

Bensenville,  IL  60106-8609 

WJ  United  Airline 


No  Purchase  Necessary.  Open  to  legal  U  S.  reside 
18  or  older,  except  employees  and  immediate  familie 
employees  of  United  Airlines,  the  US0C,  their  affilis 
subsidiaries  and  coordinating  agencies.  Void  where  pre 
ited  To  Enter:  Complete  official  entry  available  at  Ur 
Airlines  (UA)  City  Ticket  Offices  (CTOs)  and  at  chec 
areas  in  participating  airports  serviced  by  UA  thro 
5/31/96,  or  printed  in  4/1/96, 4/8/96,  and  4/15/96  is; 
of  Newsweek,  the  4/15/96  and  4/22/96  issues  of  1. 
and  the  4/8/96,  4/15/96  and  4/22/96  issues  of  Bush 
Week,  or  hand  prini  name,  full  address,  and  day! 
phone  on  a  3"  x  5"  card  and  mail  to:  UA  1996  I 
Olympic  Team  Sweepstakes.  P.O.  Box  1609,  Bensenvill 
60106-8609  for  receipt  by  6/7/96  Limit  1  entry/starr 
envelope  No  mechanical  reproductions  Prizes:  (ril  Gl 
Prizes  of  a  trip  for  two  to  see  the  1996  U.S.  Olympic  T 
in  Atlanta,  GA  between  7/23/96  and  7/31/96  consistin 
round-trip,  economy  class  air  transportation  for  twe 
United  from  major  airport  nearest  winner's  residence  in 
U.S.  to  Atlanta,  GA;  5  days/4  nights  hotel  accommr 
tions;  event  tickets  selected  by  UA.  Event  tickets  subjei 
availability.  Approximate  retail  value  (ARV)  $4,000. 
First  Prizes  of  two  United  Airlines  round-trip,  coach  c 
tickets  between  any  two  United  Airlines  destinations  in 
48  contiguous  United  States,  ARV  $700.  (100)  Sec 
Prizes  of  a  U.S.  Olympic  duffel  bag,  ARV  $23.  Draw; 
About  6/10/96,  random  drawing  will  be  conducted.  C 
depend  on  number  of  entries  Notification  of  Winn 
Each  winner  must  sign  and  return  an  Affidavit  of  Eligib 
a  Liability  Release,  and  where  legal,  a  Publicity  Rele 
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ports  or  available  by  sending  a  self-addressed,  stam 
envelope  to:  United  Airlines  1996  U.S.  Olympic  Te 
Sweepstakes/RULES,  P.O.  Box  1626,  Bensenville, 
601 06-8626  for  receipt  by  6/1 0/96.  647 
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They  said 
FLO- JO  musthave 


^DID.  At  United,  we  lend  more  than 
just  our  name  to  the  U.S.  Olympic  Team. 
We  give  our  hands,  our  hearts,  our 
wings  to  these  athletes.  For  15 

years,  United  has  been  flying 
U.S.  Olympic  hopefuls  and  their 
gear  to  qualifying  competi- 
tions all  around  the  world. 

Our  relationship  with 
the  U.S.  Olympic  Team  is  built 
on  the  special  care  we  give  the  athletes 
and  their  travel  needs.  And  it's  the 
same  goal  we  have  for  every  passenger: 
to  treat  you  like  a  champion. 


hiiifke 
Kings 


W  United 


EBRATING  15  YEARS  AS  THE  OFFICIAL  AIRLINE  SPONSOR  OF  THE  U.S.  OLYMPIC  TEAM 

Vmgs  Behind  The  Rings  is  a  service  mark  ot  United  Airlines,  Inc 


We  put  our  heads  together 
and  created  something  suite. 


Announcing  the  biggest  idea  in  manufacturing 
automation  since  the  Industrial  Revolution: 
The  Wonderware"  Factory  Suite  now  runs 
on  the  Microsoft"  BackOffice  Suite. 

This  heady  combination  of  applications 
software  and  server  products  will  bring  a 
new  revolution  in  productivity  to  factories 
everywhere.  With  breakthroughs  in  cost- 
effectiveness  for  every  kind  of  operation  - 
from  discrete  manufacturing  to  continuous 
process  to  batch  production  environments. 

The  innovation  begins  with  Wonderware 's 
comprehensive  family  of  factory  automation 
software  products.  We've  unified  many 
different  application  solutions  and  designed 
them  to  run  in  a  client/server  environment. 
Each  Wonderware  product,  including 
Wonderware  InTrackl,  InTouchi  InBatch, 
InSupport"  and  SPC,"  is  object-oriented, 
extremely  powerful  and  remarkably  easy  to  use. 

Next,  there's  the  Microsoft  BackOffice  - 
an  integrated  family  of  server  software 


including  SQL  Server,"  Windows"  NT"  Server, 
Systems  Management  Server,  SNA  Server 
and  Mail  Server."  It's  all  built  around  a 
graphical  set  of  tools  that  makes  managing 
any  Wonderware  application  a  breeze. 

That  means  users  and  systems  integrators 
can  create  affordable,  scalable  manufacturing 
solutions,  while  connecting  manufacturing 
applications  with  office  systems  including 
MRP  and  financial  management. 

You'll  close  the  gap  between  corporate  and 
plant  floor  information  systems  and  create 
some  head-turning  productivity  of  your  own. 

To  find  out  how  we're  putting  things 
together  for  you,  call  Wonderware  at 
714-727-3200,  fax  us  at  714-727-3270,  e-mail 
us  at  Parmers22(a>Wonderware.com,  or  find  us 
on  the  Web  at  http://www.wonderware.com. 
And  discover  who's 
heading  up  the  new 
Industrial  Revolution. 


IDUSTRIAL  STRENGTH  SOFTWARE 
THAT'S  FUN  TO  USE 


"1996  Wonderware  Corporation.  All  rights  reserved.  Wonderware  is  a  registered  trademark  of  Wonderware  Corporation.  Wonderware  Factory  Suite, 
InTrack,  InTouch,  InBatch,  InSupport  and  SPC  are  trademarks  of  Wonderware  Corporation.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation. 
BackOffice,  SQL  Server,  Windows  NT  Server,  Systems  Management  Server,  SNA  Server  and  Mail  Server  are  trademarks  of  Microsoft  Corporation. 
This  illustration  is  a  representation  of  how  Wonderware  and  Mcrosoft  are  working  together  to  provide  integrated  industrial  automation  solutions. 


Readers  Report 


has  been  highly  beneficial  for  the  league. 
We  view  the  current  decline  in  the  aver- 
age annual  return  on  investment  of 
Ariel's  portfolio  as  just  a  small  glitch 
in  an  otherwise  outstanding  performance 
by  an  investment  manager,  minority  or 
otherwise.  We  remain  confident  that 
John  Rogers  and  his  management  team 
possess  the  skill  and  philosophical  out- 
look to  guide  the  firm  back  to  the  high 
level  of  performance  it  enjoyed  up  to 
the  early  1990s.  We  intend  to  maintain 
our  relationship  with  Ariel  for  the  fore- 
seeable future. 

James  W.  Compton 
President  and  CEO 
Chicago  Urban  League 
Chicago 

THE  NEW  MATH 

OF  MOVIE  ACCOUNTING  

Your  article,  "Fatal  subtraction?"  (En- 
tertainment, Mar.  11),  implied  that  it 
was  the  capitalization  of  advertising  ex- 
pense that  was  the  culprit  causing  an 
overstatement  of  assets. 

The  problem  in  the  movie  industry  is 
not  the  accounting  rules  but  the  applica- 
tion of  those  rules  to  specific  situations.  If 
assets  are  overstated,  it  is  because  of 


overly  optimistic  amortization  periods — 
not  because  advertising  is  being  capital- 
ized. Accounting  rules  require  that  a 
company  allocate  its  advertising  benefits 
over  a  life  that  can  be  justified  by  histor- 
ical experience.  The  question  should  be' 
not  with  the  principle  of  capitalizing  ad- 
vertising but  with  whether  a  movie  pro- 
ducer can  show  historical  statistics  to 
justify  the  life  assigned  to  film  rights. 

Dale  L.  Flesher 
Professor  of  Accounting 
University  of  Mississippi 
University,  Miss. 

Your  discussion  of  an  entertainment 
industry  task  force's  proposed  motion- 
picture  accounting-rule  changes — could 
lead  a  reader  to  an  erroneous  conclusion 
about  the  potential  impact  of  these 
changes  on  Sony  Pictures  Entertainment. 

The  article  quotes  David  Londoner,  a 
member  of  the  task  force,  as  estimating 
that  between  40%  and  55%  of  an  enter- 
tainment company's  inventory  of  released 
films  is  made  up  of  advertising  and  over- 
head costs.  The  same  paragraph  states 
that  Sony  Corp.  has  $2  billion  in  un- 
amortized film  costs,  implying  that  be- 
tween $800  million  and  $1.1  billion  of 
advertising  and  overhead  cost  are  in 


Sony's  inventory.  This  is  not  true,  s: 
inventory  balance  includes  television 
ventory,  videocassette  inventory,  de 
opment  costs,  films  in  production,  ar 
purchase  accounting  adjustment  recc 
ed  when  Sony  purchased  Columbia  I 
tures  Entertainment  in  1989.  Nont 
these  items  falls  into  the  category 
"unamortized  film  costs,"  and  the  i 
rules,  if  adopted,  would  not  have  an 
pact  on  any  of  these  portions  of  our 
ventory.  In  addition,  the  percentagi 
advertising  and  overhead  costs  inclu 
in  Sony's  inventory  of  released  filrc 
the  only  portion  of  inventory  subjec 
the  new  rules — is  less  than  the  low 
of  Londoner's  40%  to  55%  range. 

Because  of  these  factors,  the  poter 
financial  impact  of  the  proposed  i 
rules  on  spe  would  be  only  a  small  f 
tion  of  business  week's  implied  num 
Bruce  Red 
Senior  Vice-Presid 
Sony  Picti 
Culver  City,  C 

Editor's  note:  A  spokesman  for  S* 
Corp.  of  America,  Sony  Pictures'  ; 
ent  company,  erroneously  confirmei 
business  week  the  $2  billion  in 
amortized  film  costs  figure. 


IEFENSE 
BAR  DEALERS 


fith  the  publication  of  "Revolution  in 
showroom"  (Cover  Story,  Feb.  19), 
NESS  week  has  joined  a  media  feed- 
frenzy  to  bury,  as  you  put  it,  "the 
ky,  antiquated,  and  inefficient  deal- 
ip  system."  No  one  would  deny  that 
natic  changes  are  sweeping  our  in- 
,ry,  but  I  would  like  to  remind  you 
in  100  years  of  producing  cars  in 
country,  no  system  has  proven  more 
ctive  for  retailing  new  cars  and 
ks  than  the  current  one  of  individu- 
ealer-entrepreneurs.  Independent 
eys  show  the  majority  of  new-car 
jrs  today  expressing  considerable 
sfaction  with  the  current  process. 
Moreover,  your  editorial  "Bring  the 
market  to  car  lots"  is  dead  wrong  to 
that  dozens  of  state  laws  "protect 
dealers  from  competition  by  making 
ird  for  national  retailers  to  enter  the 
-car  business."  In  fact,  these  laws 
lot  bar  any  manufacturer  from  es- 
shing  a  franchise  anywhere.  There 
now  49  state  laws  providing  dealers 
i  a  small  measure  of  protection 
ist  the  common  practice  by  manufac- 
rs  of  arbitrarily  adding  dealerships, 
y  states  have  what  are  called  Rele- 
,  Market  Area  (rma)  provisions  in 


their  laws  to  provide  limited  rights  for 
existing  dealers  to  protest  the  addition  of 
same-make  dealerships  in  their  market 
areas.  In  other  words,  a  manufacturer,  in 
most  states,  must  establish  that  good 
cause  exists  to  add  a  new  franchise  point. 

John  R  Peterson 
President 

National  Automobile  Dealers  Assn. 

McLean,  Va. 

LOSING  THOMSON 

COULD  WOUND  LEXIS/NEXIS 

As  for  Thomson  Corp.'s  purchase  of 
West  Publishing  Co.  ("Lord  of  the  cy- 
berpress,"  News:  Analysis  &  Commen- 
tary, Mar.  11),  I'd  like  to  make  the  point 
that  West  and  its  bitter  rival,  Lex- 
is/Nexis,  constitute  the  only  real  choices 
for  online  legal  research.  Lexis/Nexis 
currently  carries  a  number  of  Thomson 
publications  to  supplement  its  online 
case  reporting  and  round  out  its  offer- 
ings to  match  West's.  Thomson  owns  a 
number  of  publications,  including  those 
of  Lawyers'  Cooperative,  a  major  pub- 
lisher of  legal  encyclopedias,  law  re- 
views, and  code  books.  If  Thomson  pulls 
such  crucial  research  tools  from  Lex- 
is/Nexis, it  will  leave  Lexis/Nexis  as  a 
rather  unattractive  alternative  to  West. 
Frankly,  I  do  not  see  how  Lexis/Nexis 
can  survive  without  them.  Furthermore, 


Thomson's  purchase  makes  it  the  owner 
of  both  of  the  two  major  U.  S.  code  pub- 
lications (U.S.  Code  Service  and  U.S. 
Code  Annotated)  and  both  of  the  major 
legal  encyclopedias  (American  Juris- 
prudence and  Corpus  Juris  Secundum). 
The  purchase,  therefore,  could  raise  real 
anticompetition  issues. 

Benjamin  Younger  Pitts 
Chattanooga 
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Books 


OUR  STOLEN  FUTURE 

Are  We  Threatening  Our  Fertility,  Intelligence,  and  Survival? — A  Scientific  Detective  Story 

By  Theo  Colborn,  Dianne  Dumanoski,  and  John  Peterson  Myers 
Dutton  •  306pp  •  $24.95 

A  SCARY  WARNING-OR 
SCARE  STORY? 


What  do  the  breakdown  of  the 
family,  dead  whales,  shrunken 
alligator  penises,  hyperactive 
children,  disappearing  frogs,  and  breast 
cancer  have  in  common?  According  to 
Our  Stolen  Future,  a  disturbing  new 
book  by  Boston  Globe  writer  Dianne 
Dumanoski  and  scientists  Theo  Colborn 
and  John  Peterson  Myers,  they  all  may 
be  linked  to  the  modem  era's  witches' 
brew  of  pesticides,  plastics,  and  other 
man-made  substances. 

Many  of  these  chemicals  are  capable 
of  mimicking  estrogen  and  other  natur- 
al hormones.  As  a  result,  the  authors  ar- 
gue, the  substances  may  be  wreaking 
havoc  on  the  biological  world.  "We  have 
become  unwitting  guinea  pigs  in  our 
own  vast  experiment,"  they  write.  In 
addition  to  threatening  people's  ability 
to  reproduce,  the  book  warns,  "chemi- 
cals that  disrupt  hormone  messages 
have  the  power  to  rob  us  of...  the 
essence  of  our  humanity." 

Unfortunately,  such  sweeping  claims 
and  overwrought  prose  go  a  long  way 
toward  robbing  the  book  of  its  credi- 
bility. Nor  does  it  help  that  the  authors 
offer  decidedly  slanted  interpretations 
of  the  data  on  such  crucial  issues  as  hu- 
man sperm  counts.  The  net  effect  is  to 
push  the  book  down  the  slippery  slope 
from  journalism  to  polemic — making  it 
easier  for  the  chemical  industry  to  at- 
tack the  entire  argument. 

That's  a  shame,  because  there  is  rea- 
son to  be  concerned  about  the  hormone- 
like  effects  of  chemicals,  particularly  on 
wildlife.  "No  scientist  who  has  read  this 
evidence  can  shrug  it  off,"  says  Pierre 
Beland,  senior  scientist  at  the  St. 
Lawrence  National  Institute  of  Ecotox- 
icology  in  Montreal,  in  reaction  to  the 
book.  Consider  the  failure  of  ranched 
mink  to  bear  young  after  being  fed  pcb- 
ftsh  from  the  Great  Lakes  in  the 
1960s.  Or  look  at  the  alligators  of  Flori- 
da's Lake  Apopka.  In  the  years  follow- 


ing a  1980  pesticide  spill,  most  eggs 
failed  to  hatch — and  males  that  did  sur- 
vive had  abnormally  small  penises. 

The  list  of  species  in  which  re- 
searchers have  found  behavioral  or  re- 
productive changes  consistent  with  ex- 
posure to  estrogen-mimicking  chemicals 
includes  eagles,  beluga  whales,  otters, 
and  gulls.  Moreover,  lab  studies  show 
that  small  amounts  of  these  chemicals 
given  at  crucial  times  during  embryo 
development  can  have  a  wide  range  of 
effects,  such  as  making  rats  less  able 
to  handle  stress.  The  new 
evidence  adds  weight  to  the 
already  overwhelming  ar- 
guments for  continuing  the 
battle  against  pollution. 

But  is  this  "hormone 
havoc"  plaguing  people,  too? 
For  the  authors,  the  an- 
swer is  "inescapable:  the 
hormone  disrupters  threat- 
ening the  survival  of  ani- 
mal populations  are  also 
jeopardizing  the  human  fu- 
ture." And  "the  most  dra- 
matic and  troubling  sign" 
of  this  is  a  plunge  in  human  sperm 
counts  over  the  past  50  years.  The  main 
evidence:  a  1992  Danish  report  that 
combined  dozens  of  previous  studies  to 
claim  a  50%  drop. 

Trouble  is,  the  report  is  seriously 
flawed.  Indeed,  a  more  sophisticated  1995 
reanalysis  of  the  same  data  and  several 
soon-to-be-published  studies  by  re- 
searchers at  the  University  of  Washing- 
ton and  Columbia  Presbyterian  Medical 
Center  show  no  sperm-count  change  at 
all  over  the  past  25  years.  "There's  no 
convincing  evidence  of  a  global  problem," 
concludes  urologist  Larry  I.  Lipshultz  of 
the  Baylor  College  of  Medicine  in  Hous- 
ton. Without  such  evidence,  much  of  the 
argument  for  a  human  threat  collapses. 

Our  Stolen  Future  also  stumbles  on 
the  crucial  question  of  whether  syn- 


thetic hormone-mimics  are  intrinsic; 
different — and  more  dangerous — ft 
myriad  similar  substances  found  in 
ture.  The  book  does  note  that  a  w 
variety  of  plants — from  garlic 
wheat — harbor  chemicals  that  also 
like  mammalian  hormones.  And  sc 
researchers  estimate  that  people 
exposed  to  thousands  or  even  million: 
times  more  of  these  natural  chemii 
than  the  man-made  substances. 

The  book  argues,  however,  that 
synthetic  chemicals  have  a  far  grei 
effect  than  natural  ones  because  t] 
linger  longer  in  the  body  and  th 
hasn't  been  time  for  evolution  to  al 
the  body  to  adjust  to  them.  Many  ei 
ronmentalists  have  used  these  same 
guments  to  claim  that,  as  causes  of  ( 
cer,  pesticides  and  other  synthi 
chemicals  are  much  more  worrisome  t 
the  far  larger  amounts  of  natural  < 
cinogens  people  eat  every  day.  Inde 
many  activists  have  issued  dire  w£ 
ings  about  soaring  cancer  rates  cau 
by  man-made  chemicals. 

But  the  claim  hasn't  Y 
up.  In  fact,  after  Colb 
spent  months  poring  o 
cancer  data,  the  book  t 
us,  she  came  to  the  con 
sion  that  "the  high  can 
rates  she  had  heard 
much  about  appeared  to 
more  myth  than  reality. 

Tlus  startling  admiss 
from  the  environmenta 
camp  doesn't  prove, 
course,  that  synthetic  chi 
icals  aren't  more  potent 
hormone  disrupters  than  natural  s 
stances.  But  it  does  show  that  on  1 
key  question  of  proving  that  man-m; 
factors  are  more  significant  than  nat 
al  ones,  the  environmentalist  tr; 
record  is  not  good.  Moreover,  the  1 
that  people  are  living  longer  seems 
challenge  the  notion  that  we're  do 
awful  tilings  to  ourselves  with  chemic 
This  doesn't  mean  that  countries  i 
companies  shouldn't  try  hard  to  red' 
the  amounts  of  chemicals  they  sp 
into  the  world,  as  the  authors  recc 
mend.  But  with  its  selective  use  of  d: 
dubious  logic,  and  relentless  hype,  ( 
Stolen  Future  ends  up  doing  a  serii 
disservice  to  its  own  cause. 

BY  JOHN  CAF 
Senior  Correspondent  Carey  cov 
science  issues  from  Washington. 


(  i  EMICALS  DO  PLAY  HAVOC  WITH  SOME  SPECIES, 
BUT  THERE'S  SCANT  PROOF  MAN  IS  ON  THE  LIST 
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he  Potential 

\  large  market  -  gateway  to  a 
■egion  with  $100+  billion  annual 
mports. 

\  growing  market  -  Dubai's 
mports  doubled  since  1989; 
strong  economic  growth 
[6%  in  1994). 

\  prosperous  market  -  strategic 
ocation  at  the  heart  of  one  of  the 
world's  richest  regions. 


East  Africa 


An  expanding  market  -  trading  hub  for 
emerging  economies  in  the  Middle  East,  CIS, 
Central  Asia,  the  subcontinent  and  Africa. 

A  diversified  market  -  wide  import  requirements; 
apportunities  for  suppliers  of  most  products. 


The  Incentives 


♦  A  tax  free  market  -  no  corporate  or 
income  taxes. 

♦  A  liberal  market  -  no  trade 
barriers;  no  foreign  exchange  controls; 
low  or  zero  import  duties;  100% 
foreign  ownership  in  Jebel  Ali  Free 
Zone. 

♦  An  efficient  market  -  state-of- 
the-art  telecommunications;  first  class 

infrastructure  facilities. 

♦  An  established  market  -  well 
developed  banking  and  services  sector; 

regional  conference  and  exhibition  centre. 

♦  An  accessible  market  -  served  by  100  shipping 
lines  and  65  airlines. 

♦  A  cosmopolitan  market  -  superb  quality  of  life  and  accommo- 
dation; top  class  education,  health  and  recreation  facilities. 


Decide  on  Dubai 


DUBAI  COMMERCE  AND  TOURISM  PROMOTION  BOARD 

8  Penn  Center,  Philadelphia,  PA  19103,  U.S.A.  Tel:  (215)  751-9750.  Fax:  (215)  751-9551.  Internet:  http://www.dctpb.gov.ae/ 


Women  who 
mean  business. 


Women  Incorporated  invites  you  to  join 
Uncommon  Women  on  Common  Ground 
at  the  Conference  of  the  Year. 


Join  thousands  of  business  and  professional  women  for  this  unique 
opportunity  to  learn  the  ins,  outs  and  innovative  techniques  to  prosper 
from  over  200  of  the  country's  leading  business  experts.  Take  advantage 
of  entrepreneurial  training,  practical  insights  and  motivational  stories  of 
success  at  a  two-day  conference  you  won't  want  to  miss. 

60  seminars.  An  impressive  Marketplace  Pavilion  of  200  leading 
exhibitors.  Internationally  acclaimed  keynote  speakers. 
Luncheon  included. 


Get  motivated.  Educated.  And  inspired  to  new  levels  of  success. 


2nd  Annual  Southern  California 
Conference  for  Women  in  Business 

at  the  exciting 

Long  Beach  Convention  &  Entertainment  Center 

Friday,  May  17  &  Saturday,  May  18 
8  am  ■  5  pm 

Call  toll-free  1  -800-930-3993 
Come  one  or  both  days 

I 

Incorporated 
Giving  women  the  credit  they  deserve 


bchnology  &  You 


STEPHEN  H.  WILDSTROM 

I0VE  OVER, 
ETSCAPE 


iew  Windows  95 
plication  may 
,ke  Web  browsing 
ich  easier 

I  ince  Microsoft  launched 
|  its  Windows  95  last 
"summer,  about  20  mil- 
computer  owners  have 
red  over  to  the  new  op- 
ing system.  But  perhaps 
;e  times  that  many  peo- 
have  delayed:  They  see 
compelling  reason  to 
lge.  Now,  the  software  gi- 
thinks  that  it  has  the 
;r  application  that  will 
re  upgrades,  espe 
y  in  business.  The 
elopment  is  a 
idows  update 
ed  Nashville, 
ch  will  bring 
Internet  di- 
;ly  to  your 
itop. 

ust  what  does 
;  mean?  For  one 
ig,  the  World 
e  Web  browser  may 
ippear  as  a  separate 
:e  of  software.  Instead,  a 
r  version  of  the  Windows 
)lorer,  which  I  have  seen 
lonstrated,  will  allow  you 
>rowse  your  own  comput- 
a  local  area  network,  or 

Internet  using  the  same 
;ens  and  the  same  menu 
imands. 

BILLS?  Click  on  a  Mi- 
soft  Word  document  at  a 
3  site,  and  it  will  come  up 
iVord  on  your  screen.  On 
r  hard  drive,  click  on  a 
ument  written  in  HTML, 
language  of  the  Web,  and 
'11  think  you're  out  on  the 
"You  will  have  one  en- 
mment  for  exploring  all 

information  you  want," 
s  Brad  A.  Silverberg,  who 


heads  Microsoft's  new  Inter- 
net Div. 

This  opens  up  a  world  of 
possibilities  to  software  de- 
velopers— and  can  also  lead 
to  impressive  bills  for  your 
Internet  connect  time.  While 
you're  hooked  up  to  the  Net, 
Starwave's  sports  ticker 
(http://espnet.sportszone.com), 
which  runs  in  a  Netscape 
Navigator  window,  could  be- 
come part  of  your  desktop. 
Or  PointCast's  news,  weather, 
and  stock-quote  service 
(http://www.pointcast.com), 


which  currently  acts  as  a 
screen  saver,  could  be  the 
"wallpaper"  screen  back- 
ground instead. 

The  approach  is  Microsoft's 
answer  to  the  stunning  re- 
cent growth  of  the  Web — and 
to  the  threat  posed  by  brows- 
er-maker Netscape  Commu- 
nications. Netscape  and  Sun 
Microsystems  have  argued 
that  programs  written  in  the 
Java  language,  which  wall  ran 
on  different  computers,  could 
eliminate  the  need  for  Win- 
dows. Microsoft  wants  Win- 
dows to  eliminate  the  need 
for  browsers.  Microsoft  has 
the  advantage  here.  Sun 
must  develop  new  chips  and 


new  operating  software: 
Nashville  relies  on  the  net- 
work support  that's  already 
built  into  Win  95  and  NT. 
(Macintosh  users  will  get  a 
similar  measure  of  integra- 
tion with  a  technology  called 
Cyberdog  in  the  next  version 
of  Mac  os,  which  Apple  Com- 
puter promises  to  ship  by 
yearend.) 

WIN-WIN.  Microsoft  has  yet  to 
name  its  Windows  upgrade, 
which  is  due  out  this  sum- 
mer. The  company  hasn't 
even  decided  whether  to  give 
it  away,  like  the  Internet  Ex- 
plorer browser,  or  sell  it,  like 
the  $45  Win  95  Plus!  add-on. 
Web  integration  will  be  most 
helpful  to  those  with  a  direct 
and  relatively  fast  connection 
to  the  Internet,  so  home 
users  may  not  be  able  to  en- 
joy the  full  advantage  until 
technologies  such  as  ISDN  or 
cable  Internet  eomieetions  be- 
come common. 

In  the  meantime,  the 
new  approach  should 
appeal  to  corpora- 
tions, where  fast, 
direct  Net  connec- 
tions are  wide- 
spread. This  is 
the  segment  that 
has  lagged  be- 
hind in  upgrad- 
ing from  Win- 
dows 3.1.  And  to 
inspire  further  cor- 
porate adoption,  Mi- 
crosoft plans  both  Win  95 
and  Windows  NT  versions.  A 
preview  is  due  in  April  with 
the  release  of  a  test  version 
of  Internet  Explorer  3.0, 
which  incorporates  many  of 
the  new  features. 

It  still  has  to  overcome 
Netscape's  big  lead  in 
browsers,  but  Microsoft  may 
be  in  a  win-win  position.  For 
now,  Java  and  other  kinds  of 
net  software  need  the  power 
of  Win  95  or  NT.  So  whether 
you  browse  Microsoft's  way 
or  Netscape's,  you  won't  get 
the  full  benefit  of  the  Net 
with  Windows  3.1.  The  Inter- 
net, something  of  an  after- 
thought for  Windows  95,  may 
be  the  force  that  makes  it 
indispensable. 


BULLETIN  BOARD 


MULTIMEDIA  MONITORS 
LIVELY  VIDEO 

Computer  monitors  are 
designed  to  provide  crisp, 
readable  text.  But  that  means 
videos  that  are  part  of  many 
multimedia  programs  and 
games  often  appear  murky.  A 
new  line  of  monitors  from  NEC 
Technologies  (800  632-4636) 


offers  a  video  boost  that 
makes  movies  brighter  and 
livelier:  ChromaClear  monitors 
give  better  focus  and  color 
saturation  by  using  a  mask 
with  elliptical  slots  in  place  of 
the  round  holes  in  convention- 
al CRT  shadow  masks  or  the 
slits  in  Sony  Trinitrons.  The 
15-in.  MultiSync  M500  retails 
for  $599,  the  17-in.  M700  for 
$899.  Both  include  speakers 
and  a  microphone. 

SOFTWARE 
A  VIRTUAL  TRIP 

If  you're  looking  for  inexpen- 
sive software  to  plan  itiner- 
aries, consider  Road  Trips 
from  TravRoute  Software  (800 
297-8728).  The  $30  CD-ROM- 
based  Windows  program  lacks 
the  extensive  data  on  attrac- 
tions and  accommodations 
provided  by  rivals  such  as 
Rand  McNally  TripMaker.  But 
it's  able  to  locate  more  than 
200,000  cities,  nearly  twice 
as  many  as  TripMaker,  and 
quickly  plot  the  fastest  or 
shortest  routes  or  use  your 
custom  specifications.  You 
can  then  print  a  route  map 
and  detailed  directions. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Fact  #1 :  we  use  more  airplanes 
than  FedEx®  and  UPS©  combined  to 
make  sure  your  priority  package  or 
envelope  gets  to  its  destination. 


^CKS 


Fact  #2:  We  have  165.000  more 
trucks  than  FedEx  and  70,000  more 
than  UPS  to  make  sure  your  priority 
package  or  envelope  can  be  delivered 
to  any  address  you  want  in  the  U.S. 


MORE?^ 

Fact #4:  Unlike  FedEx  and  UPS.  you  don't 

have  to  make  a  special  call  for 
a  Priority  Mail  pick  up.  Your  everyday 
postal  letter  carrier  can  see  that  it 
gets  the  attention  it  deserves. 


Fact  #3:  if  you  prefer,  you  can 
drop  off  your  Priority  Mail™  envelope 
at  any  one  of  330,000  locations. 
That's  290,000  more  than  FedEx 
and  250,000  more  than  UPS. 


Fact #5:  Priority  Mail  delivers  to 
ery  address  and  P.O.  Box  in  the  U.S. 
FedEx  doesn't.  UPS  doesn't. 


FREE 


SATURDAY 


Fact  #6;  Priority  Mail  gives  you 
Saturday  delivery  at  no  extra  charge. 
FedEx  doesn't.  UPS  doesn't. 


4  PRIORITIES 

Fact #7:  Whether  your  priority  is 
saving  money*  convenience,  or  Saturday 
delivery,  Priority  Mail  from  the 
U.S.  Postal  Service  makes  a  whole 
lot  of  sense.  What's  Your  Priority? 


are  based  on  Priority  Mail  up  lo 


;  2  -  lb  published  rates  tor  UPS  2nd  Day  Air 1  and  FedEx  2Day  "  Priority  Mail  is  delivered  in  a  national  average  ol  2-3  days,  measured  from  Post  Office  to  Post  Ottici 


V,3 


12  $6 


3 


What's 
Your 


PRIORITY 
MAIL 

UNITED  STATES  POSTAL  SERVICE 


E-USPS  ext.  2003  http//:www.usps.gov/welcome.co 


Viewpoint 


1L) 


OPE 

uKOWNING  IN  JOBLESSNESS 


DISGRACE: 

Misguided 
governments 
continue  to 
overtax  and 
overregulate 
-and  some 
are  raising 
minimum 
wages  to 
insane  levels 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


Many  intellectuals  in  the  U.  S.  and  Asia 
believe  that  European  social  welfare 
policies  should  be  a  blueprint  for  ac- 
tion in  their  own  countries.  But  those  policies, 
financed  by  high  taxes  and  costly  mandates  on 
business,  are  mainly  responsible  for  the  enor- 
mous increase  in  European  unemployment 
during  the  past  decade  and  a  half.  This  "Eu- 
ropean disease"  is  hardly  a  model  for  other 
nations. 

I  recently  attended  a  conference  in  Paris 
convened  by  some  French  economists  inter- 
ested in  promoting  policies  to  reduce  unem- 
ployment in  France.  In  the  late  1970s,  un- 
employment was  under  5%  in  France, 
Germany,  and  most  other  Western  European 
nations.  It  is  now  closer  to  12%  in  France 
and  Germany  and  about  20%  in  Spain.  The 
average  rate  for  those  under  age  25  exceeds 
20%  in  almost  all  European  Union  nations.  In 
contrast,  unemployment  in  the  U.  S.  has  not 
increased  during  the  past  15  years,  is  only 
5.5%  at  present,  and  is  about  12%  for  young 
workers. 

America's  experience  shows  that  the 
growth  in  European  unemployment  is  not 
due  simply  to  greater  competition  from  the 
less  developed  world  nor  to  other  forces  that 
have  affected  all  advanced  countries  equally. 
The  rapid  growth  of  labor  costs  throughout 
Europe  appears  to  have  been  a  principal 
cause  of  the  explosion  in  unemployment. 

About  half  of  Germany's  and  France's  av- 
erage labor  cost  results  from  social  security, 
health,  unemployment  compensation,  disabili- 
ty, and  other  taxes;  other  European  nations 
have  similar  shares.  Regulations  that  restrict 
layoffs  and  mandate  numerous  vacation  days 
and  other  paid  leaves  also  raise  the  cost  of  la- 
bor markedly. 

OFF  THE  BOOKS.  Government-imposed  bur- 
dens have  spurred  the  growth  of  the  under- 
ground economy:  Crude  estimates  suggest 
that  25%  of  all  Italian  and  Spanish  workers 
earn  at  least  some  income  off  the  books,  as  do 
10%  of  those  in  Belgium,  France,  Germany, 
and  Sweden. 

When  labor  is  expensive  and  firing  em- 
ployees is  difficult,  companies  are  reluctant  ei- 
ther to  replace  departing  workers  or  to  ex- 
pand employment  when  the  economy  picks 
up.  This  is  why  it  now  takes  much  longer 
than  it  did  a  decade  ago  to  find  a  job  in  Eu- 
rope if  you  are  a  young  job-seeker,  a  mother 
returning  to  work  after  childbirth,  or  an  im- 


migrant. Those  out  of  work  for  more  thai 
year  now  account  for  one-third  of  the  une 
ployed.  Furthermore,  private  employment 
the  eu  has  barely  increased  during  the  p 
two  decades:  The  public  sector  accounts  for 
most  all  employment  growth.  By  contrast, 
Japan  and  the  U.  S.,  private  employment  1 
surged  while  government  employment  1 
grown  little. 

The  long-term  unemployed,  youths  u 
have  never  had  a  steady  job,  temporary  e 
ployees,  and  underground  workers  have  lit 
opportunity  to  invest  in  job  skills  and  traini 
The  sharp  growth  in  these  categories  met 
that  fewer  European  workers  are  bei 
trained.  This  inadequate  training  makes 
still  harder  for  workers  to  find  satisfacti 
long-term  jobs. 

Teenagers,  high  school  dropouts,  and  i 
migrants  frequently  find  jobs  in  small  est 
lishments,  especially  fast-food  chains  and  o 
er  retail  operations.  Increasing  the  minimi 
wage  puts  some  of  them  out  of  work,  ] 
cause  their  productivity  is  too  low  to  just 
the  cost  to  employers. 
FOOLISH.  Yet  some  European  governments, 
misguided  attempts  to  raise  incomes  a 
spending,  have  foolishly  increased  their  mi 
mum  wages — the  conservative  French  gi 
eminent  last  summer  raised  the  minimum 
4%  to  more  than  $7.25  an  hour.  Even  the 
American  economists  who  advocate  sligh 
raising  the  U.  S.  minimum  wage — now 
$4.25  an  hour — would  probably  agree  tha 
$7.25-per-hour  minimum  wage  would  shar] 
curtail  opportunities  for  teenagers  and  othi 
with  few  skills. 

Government  regulations  and  old-age  bei 
fits,  not  company  needs,  also  explain  the  dr 
tic  fall  in  European  labor-force  participate 
rates  of  men  aged  60  to  65 — from  about  8i 
in  the  1960s  to  under  50%  in  many  countr 
now.  Relaxation  of  eligibility  requiremei 
for  disability  pay  and  generous  social  secur 
benefits  induced  many  workers  to  retire  e 
ly.  Why  keep  working  if  you  can  get  alnn 
as  much  income  by  retiring  and  collecting 
pension  from  the  government? 

Taxes  and  death  may  be  inevitable,  t 
not  the  degree  of  taxation  and  regulation  p 
vailing  in  Europe.  A  large  dent  will  not 
made  in  their  disgracefully  high  unemph 
ment  rates  until  European  policies  are  rec< 
nized  for  what  they  are:  A  serious  disej 
that  badly  infects  their  labor  markets. 
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Introducing  The  Berber  New  Generation  Fund 


\ 


"From  the  Wright  brothers  to 
a  man  on  the  moon!  What  will  take  off 
in  the  next  generation?" 


-Bill  Berger.  Shareholder  B  Trustee 


Innovation  will  happen  in  the  blink  of  an  eye,  in  the  new 
generation.  You  need  a  fund  with  the  hustle  and  brainpower 
to  find  it,  invest  in  it  and  hopefully  grow  with  it.  Enter  the 
no-load  Berger  New  Generation  Fund. 

It's  searching  for  companies  that  are  poised  to  change 
the  dynamics  of  their  industries  and  significantly 
our  lives.  And,  consequently,  may  have  the  biggest 
on  the  Funds  portfolio. 

While  the  size  of  the  ideas  is  critical,  the  size 
of  the  companies  isn't.  The  Fund's  search  ranges 
from  smaller,  unfamiliar  stocks  to  household 
names  you  already  know. 

In  the  end,  you'll  find  the  real  innovation 
is  the  Fund  itself.  Because,  while  a  lot 
of  companies  talk  about  the  future,  the 
Berger  New  Generation  Fund  is  looking  for 
companies  who  will  actually  help  determine  it. 


Invest  in  the  future  today. 
Call  1-800-333-1001.  Dept.  A2I9 

Well  send  a  prospectus  with  more  information  including 
management  fees,  charges  and  expenses. 
Read  it  carefully  before  investing. 


Together  we  can  move  mountains.' 
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insurance  company,  it's  our  business  to  predict  now 
3  people  live.  As  an  investment  company,  it's  our  business  to  kelp 
you  save  enough  money  should  you  happen  to  prove  us  wrong. 


Life  is  strange.  There  is,  regrettably, 
:hance  you  may  die  young.  On  the 
ht  side,  there  is  a  better  chance  you 
live  to  be  very  old.  However,  you  have  no  idea 
:h  one  it  will  be.  Which  is  why  there  is  probably 
letter  company  to  help  you  plan  for  both  possibil- 
than  John  Hancock. 

Since  1862,  we  have  been  a  very  successful  insur- 
:  company  for  one  simple  reason:  we  are  a  very 
;rienced  investment  company. 
We  strive  to  meet  the  needs  of  policyholders  by 
sting  prudently.  In  our  eyes,  that  entails  investing 
:he  greatest  return  without  taking  undue  risk. 
It's  an  investment  philosophy  that's  evident  in  our 
ily  of  mutual  funds,  from  stocks  to  bonds.  Variable 
uities  with  a  variety  of  investment  options.  Fixed 
uities.  And  variable  life  insurance. 


By  helping  you  choose  the  proper 
balance  of  investments  and  insurance, 
we  can  help  make  sure  your  loved 
ones  are  taken  care  of  in  case  something  goes  wrong. 
And  if  something  goes  very,  very  right,  we  can 
help  make  sure  you've  saved  enough  money  so  you 
can  take  care  of  yourself. 

To  learn  more,  see  your  John  Hancock  repre- 
sentative or  your  personal  financial  advisor. 


Insurance  for  the  unexpected. 
Investments  for  the  opportunities: 


WORLDWIDE  SPONSOR 


you  will  receive  a  prospectus  containing  more  complete  information  including  charges  and  expenses.  Read  the  prospectus  carefully  before  vou  invest.  |ohn  Hancock  Mutual  Life  Insurance  Company,  lohn  Hancock  Distributors,  Inc ,  Roston,  MA  021 17. 


Economic  Trends 


BY  GENE  KORETZ 

COMING  UP  FAST 
ON  THE  OUTSIDE 

Nations  to  watch  in  the  global  race 

Which  nations  are  likely  to  make 
the  most  economic  progress  in  the 
decade  ahead?  Some  of  the  answers,  ac- 
cording to  an  index  devised  by  Union 
Bank  of  Switzerland  economists,  may 
come  as  a  surprise.  The  leading  candi- 
date, says  the  bank,  is  Singapore,  but 
the  top  7  out  of  40  countries  ranked 
(Hong  Kong  and  Taiwan  are  omitted 
because  of  incomplete  data)  include  not 
only  Japan  and  Asia's  fastest-growing 
economies  but  also  little  Ireland. 

To  be  sure,  the  bank  notes  that  the 
U.  S.  is  still  No.  1  in  current  economic 
competitiveness — measured  by  per  capi- 
ta output  in  purchasing  power  terms. 
And  other  major  industrial  nations  re- 
main in  the  front  of  the  pack.  Among 
the  Group  of  Seven,  the  second-highest 
is  Canada,  with  an  estimated  83%  of 
U.  S.  per  capita  output,  followed  by 
Japan's  82%  and  France's  78%. 

But  the  most  dramatic  recent  im- 
provement in  the  past  decade  was  post- 

ONE  RANKING  OF  TOMORROW'S 
TOP  ECONOMIC  COMPETITORS 
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ed  by  Singapore,  where  per  capita  in- 
come grew  from  56%  of  the  U.  S.  level 
in  L985  to  88%  in  1995— surpassing 
Japan  and  most  European  nations.  In- 
deed, because  they  have  failed  to  keep 
pace  with  U.  S.  economic  restructuring,  a 
number  of  leading  industrial  nations 
have  lost  relative  ground  in  recent  years. 

Looking  ahead,  the  bank's  criteria  for 
its  future  competitiveness  index  range 
from  high  natioi  tl  savings  and  research 
outlays  to  fast  export  growth,  stable  in- 
flation, and  low  government  spending. 
By  such  measures,  nations  from  East 
and  Southeast  Asia  top  the  index  (chart). 
In  fact,  if  recent  trends  continue,  the 
bank  calculates  that  Singapore  would 


soon  surpass  the  U.  S.  in  per  capita  out- 
put— as  would  other  Asian  Tigers,  Japan, 
and  even  Ireland  and  Chile  by  2010. 

The  caveat,  adds  the  bank,  is  that 
"the  catch-up  itself  will  alter  these 
trends,"  as  the  Tigers  are  likely  to  en- 
counter higher  labor  costs  and  other 
problems  bedeviling  traditional  indus- 
trial nations.  Still,  the  fast  economic 
progress  chalked  up  by  a  number  of  na- 
tions and  their  high  competitiveness  rat- 
ings suggest  that  America's  lead  will 
inevitably  dwindle. 


LURING  BUSINESS 
WITH  LOW  TAXES 

Is  it  the  right  gambit  for  states? 

With  companies  becoming  ever  more 
mobile,  many  states  have  been 
busy  cutting  business  taxes  to  enhance 
their  business  climates  and  promote 
growth.  A  study  by  economist  Robert 
Tannenwald  of  the  Federal  Reserve 
Bank  of  Boston,  however,  suggests  that 
such  strategies  may  be  misplaced. 

Tannenwald  notes  that  measuring 
state  tax  climates  is  no  easy  matter. 
State  corporate  income  tax  rates,  for 
example,  fail  to  take  into  account  most 
taxes  and  fees  paid  by  business,  such  as 
taxes  on  net  worth,  property,  payroll, 
and  purchases  of  inputs.  And  they  don't 
reflect  deductions  and  exclusions. 

Giving  weight  to  such  factors,  Tan- 
nenwald measured  the  tax  competitive- 
ness of  22  states  in  1991  from  the  stand- 
point of  a  typical  business  setting  up  a 
new  facility.  Surprisingly,  his  findings 
indicate  that  several  states — such  as  Al- 
abama and  New  York — that  are  often 
regarded  as  high  taxers,  actually  of- 
fered relatively  favorable  tax  climates 
for  business  expansion. 

Alabama  headed  the  competitiveness 
list  in  part  because  it  allows  corpora- 
tions to  deduct  federal  taxes  from  their 
taxable  income.  New  York  not  only  off- 
set its  high  income  tax  with  a  generous 
investment  tax  credit,  but  had  relative- 
ly low  property  and  unemployment  in- 
surance levies,  and  imposed  no  taxes 
on  net  worth  or  capital  stock. 

All  in  all,  though,  Tannenwald  found 
only  modest  differences  in  business-tax 
climates  among  most  states.  Further, 
he  found  that  tax  climates  had  only  a 
small,  highly  uncertain  effect  on  expan- 
sion decisions.  Thus,  instead  of  engaging 
in  a  competitive  battle  to  slash  busi- 
ness taxes,  many  states  might  do  better, 
he  thinks,  by  enhancing  the  public  ser- 
vices that  businesses  value. 
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WHAT'S  GOTTEN 
INTO  THE  IRS? 

Bigger  refund  checks,  and  faster 

■  V  emember  a  year  ago,  when  del 
X\in  individual  tax  refunds  depres 
consumer  spending?  This  year,  refill 
are  back  to  normal — and  then  some. 

Economists  Richard  F.  Hokenson  i 
Michael  S.  Rome  at  Donaldson,  Lui 
&  Jenrette  Securities  Corp.  note  t 
total  tax  refunds  and  the  size  of 
average  refund  mailed  out  by  the  Tr 
sury  through  mid- 
March  are  up  30% 
and  24%,  respec- 
tively, over  last 
year  (chart).  With 
some  70%  of  tax- 
payers qualifying 
for  refunds  and 
the  average  re- 
fund running 
about  $1,300,  the 
economists  figure 
total  refunds  this 
year  will  come 
close  to  6%  of 
household  aftertax 
income — enough 
to  have  already  boosted  car  and  tn 
sales  and  to  fuel  a  further  "strong 
celeration  in  first-half  economic  growl 


NOT  SUCH  A  BAD 
YEAR  FOR JOBS 

1995's  slowdown  looks  less  sever 

Job  growth  in  the  U.  S.  slowed  1 
year  from  1994's  3.1%  pace,  but  ec 
omist  David  Hensley  of  Salomon  Bro 
ers  Inc.  says  new  Labor  Dept.  data  s 
gest  that  the  slowdown  wasn't 
pronounced  as  had  been  assumed. 

Revised  state  employment  estima 
for  last  year  imply  that  total  U.  S.  e 
ployment  (adding  up  the  50  state  lev* 
rose  by  2.1%  between  December,  19 
and  December,  1995.  Based  on  m< 
complete  payroll  records,  the  state  d; 
usually  influence  subsequent  revisic 
of  the  national  numbers,  which  n 
show  only  a  1.5%  rise  in  jobs  for  19J 
The  new  figures  indicate  job  grov 
in  the  Pacific  region  actually  picked 
steam,  bolstered  by  California's  2.', 
rise.  The  Rocky  Mountains,  with  a  4.- 
gain,  still  led  the  nation  in  job  grow 
Mid-Atlantic  states— New  York,  N 
Jersey,  and  Pennsylvania — were  the  1; 
gards,  eking  out  a  scant  0.6%  rise. 
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rS  WAY  TOO  EARLY 

0  WRITE  OFF  A  RATE  CUT 


■US.  ECONOMY 


CONSUMER  SPIRITS 
REMAIN  HIGH 


Have  we  seen  the  last  of  the 
Federal  Reserve's  rate  cuts? 
y  a  few  weeks  ago,  another  quarter-point  cut  in 
5%%  federal  funds  rate  at  the  Fed's  Mar.  26  meet- 
looked  like  a  slam  dunk.  Now,  that  meeting  has 
le  and  gone  with  no  action,  and  a  few  analysts  are 
n  betting  that  the  Fed  will  have  to  start  raising 
is  later  this  year. 

hie,  with  the  data  suggesting  that  the  economy 
ebounding  from  its  yearlong  malaise,  it's  logical  to 
Lime  no  further  rate  cuts  are  necessary.  It  also 
ces  sense  that  a  bounder  economy  may  well  call  for 
ler  rates  at  some  point  in  order  to  restrain  infla- 
lary  pressures.  But  that  scenario  works  only  as 
I  as  you  believe  that  the  economy  is  indeed  building 
another  head  of  steam. 

However,  that's  not  the 
case.  Through  the  haze  of  the 
first  quarter's  distorted  re- 
ports, the  economy  appears  to 
have  grown  about  1%.  The  lat- 
est news  shows  that  housing 
was  healthy  in  February,  and 
consumers  remained  upbeat  in 
March  (chart).  But  yet  another 
devil  in  the  data,  the  strike 
at  General  Motors  Corp.,  will 
rob  about  one-fourth  of  a  per- 
tage  point  from  the  quarter's  annual  rate  of  growth. 
iome  snapback  in  the  second  quarter  is  likely,  given 
ter  weather  and  the  end  of  the  strike.  But  even  if 
wth  jumps  to  3%,  the  economy's  first-half  pace 
ild  be  no  faster  than  its  noninflationary  trend  of 
ut  2%.  That  pickup  would  come  after  five  quarters 
yrowth  well  below  2%,  a  situation  in  which  price 
ssures  cannot  build. 

dso,  any  rebound  to  above-trend  growth  is  likely  to 
temporary.  By  the  second  half,  the  recent  surge  in 
j-term  interest  rates  will  dampen  activity  in  housing 
.  durable  goods,  and  neither  consumer  outlays,  cap- 
spending,  nor  exports  appear  ready  to  step  forward 
a  growth  leader.  In  addition,  many  businesses  are 
[  trying  to  cut  their  inventories. 

l  THIS  MEANS  fuither  rate  cuts  are  not  out  of  the 

istion  and  that  talk  about  a  rate  hike  is  way  pre- 
ture.  The  first  quarter  was  hit  by  a  series  of  one- 
e  factors  that  created  extraordinary  volatility  in 
data.  The  Fed  had  no  choice  but  to  wait  for  a 
irer  trend  to  emerge. 
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In  particular,  the  Fed's  Mar.  26  meeting  occurred 
against  the  backdrop  of  especially  strong-looking  Feb- 
ruary data  that  caused  a  major  sell-off  in  the  bond 
market,  resulting  in  a  spike  in  long-term  interest  rates. 
The  Fed  views  bond  yields  as  an  indicator  of  infla- 
tionary expectations,  and  policymakers  dared  not  risk 
upsetting  the  markets  further  by  cutting  rates  at  a 
time  when  the  bond  market  perceives — rightly  or 
wrongly — that  the  economy  is  gathering  steam. 

The  bond  market  is  going  to  require  a  lot  of  con- 
vincing, however,  that  the  economy  is  still  on  a  modest 
growth  track.  And  until  that  trend  is  clear,  the  Fed  is 
going  to  have  to  sit  on  the  sidelines.  That  means  the 
next  chance  for  a  rate  cut  may  even  slip  past  the 
Fed's  next  meeting  on  May  21,  all  the  way  to  the  fol- 
lowing powwow  on  July  2-3. 

FLUKY  ECONOMIC  DATA  and  a  fickle  bond  market 
notwithstanding,  the  Fed  has  plenty  of  justification  to 
trim  rates.  That's  because  policy  is  more  restrictive 
than  called  for  by  some  of  the  Fed's  key  benchmarks. 

First  of  all,  the  current  real  federal  funds  rate — 
5K%  minus  2%%  inflation— is  2Wo.  That's  nearly  three- 
quarters  of  a  point  above  the  1.85%  historical  average 
(chart),  which  the  Fed  takes  as  a  ballpark  estimate 
consistent  with  its  target  of  a  neutral  policy. 

Also,  policy  is  tighter  than 
called  for  by  the  "Taylor 
Rule,"  which  Fed  policy  has 
tracked  closely  in  recent  quar- 
ters. The  rule  prescribes  a 
federal  funds  rate  that  is  con- 
sistent with  achieving  both 
low  inflation  and  sustainable 
economic  growth.  Fed  insid- 
ers say  the  rule  is  a  good  first 
approximation  of  the  way  the 
Fed  approaches  monetary  pol- 
icy. Based  on  first-quarter  estimates,  the  Taylor  Rule 
says  the  funds  rate  is  about  a  half  point  above  the 
optimum  level. 

Lower  interest  rates  will  probably  be  necessary  to 
assure  that  economic  expansion  stays  on  track  in  the 
second  half,  since  no  sector  looks  ready  to  break  out  of 
the  pack.  Capital  spending  is  slowing,  even  in  the  high- 
tech sector,  amid  sluggish  profit  growth  and  lower  ca- 
pacity use.  Weakness  in  Europe,  Canada,  and  Mexico 
will  restrain  export  growth. 

Manufacturers  of  interest-sensitive  durable  goods 
are  straggling.  Their  new  orders  fell  2.5%  in  February, 


MONETARY  POLICY 
STILL  LOOKS  TIGHT 

REAL  FEDERAL  FUNDS  RATE 


JAN  '94  FEB. '96 

A  PERCENT,  ADJUSTED  BY 
CONSUMER  PRICES 

DATA:  FEDERAL  RESERVE,  LABOR  DEPT .  BW 


BUSINESS  WEEK  /  APRIL  8,  1996  27 


Business  Outlook 


the  fourth  decline  in  the  last  five  months.  Bookings  in 
January  and  February  are  running  below  the  fourth- 
quarter  average.  A  plunge  in  aircraft  orders  accounted 
for  much  of  the  February  drop,  in  addition  to  weakness 
in  the  auto  industry,  as  Detroit  strove  to  reduce  in- 
ventories. Excluding  the  transportation  sector,  bookings 
rose  0.7%  in  February,  but  the  quarterly  level  is  still 
below  that  of  the  previous  quarter. 

MOST  IMPORTANT,  while  consumers  may  still  have  a 
positive  attitude,  they  are  nevertheless  getting  squeezed 
by  heavy  debts.  They  also  continue  to  be  concerned 
about  jobs,  despite  the  big  February  surge  in  pay- 
rolls, which  looks  increasingly  like  an  aberration. 

Consumer  confidence  edged  lower  in  March,  says 
the  Conference  Board.  The  index  dipped  to  97.7  from  98 
in  February.  While  the  level  is  still  consistent  with 
continued  spending,  the  Board  says  job  and  income 
worries  suggest  that  households  are  not  about  to  go  on 
a  buying  spree.  Indeed,  surveys  of  retail  activity 
through  Mar.  23  show  that  March  sales  are  running  be- 
low February's,  even  though  Easter  sales  should  be  ev- 
ident by  now,  since  the  holiday  is  early  this  year. 

Against  the  recent  surge  in  mortgage  rates,  the 
current  strength  in  homebuilding  is  likely  to  fade  lat- 
er this  spring.  Housing  looks  sturdy  right  now  because 
of  low  rates  in  December  and  January.  Sales  of  exist- 
ing single-family  homes  jumped  6.5%  in  February, 


INVENTORY  GROWTH 
TRACKS  SALES 


the  largest  monthly  increase  in  more  than  three  yea 
Because  of  reporting  lags,  March  and  April  hor 
buying  should  hold  firm,  but  activity  will  diminis 
Mortgage  applications  to  buy  a  home  have  dippe 
and  refinancing  volume  has  crashed  by  50%  in  only  t 
last  few  weeks.  'Higher  rates  will  hit  builders  at 
time  when  the  inventory  of  unsold  new  homes  is  ne 
the  high  levels  reached  in  the  1980s. 

Inventories  generally  will 
continue  to  be  a  drag  on 
growth.  Business  inventories 
rose  in  January  and  sales  fell, 
reflecting  weather  disruptions, 
but  the  annual  trends  show 
that  stockpiles  are  still  grow- 
ing much  faster  than  sales 
(chart).  The  yearly  pace  of 
business  sales  leads  invento- 
ry growth  by  about  nine 
months.  Without  a  sudden 
surge  in  demand,  which  seems  unlikely,  that  mea 
many  companies  will  remain  under  pressure  to  redu 
inventories  in  coming  months. 

Given  trends  like  these,  a  sustained  rebound  in  pi 
duction,  hiring,  income,  and  spending  seems  unlike 
That's  the  bad  news.  The  good  news:  Later  this  ye 
lower  interest  rates  will  be  on  the  way  to  feed  e( 
nomic  growth  into  1997. 
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ARGENTINA 


A  REBOUND?  YES.  SPECTACULAR?  NO 


Following  last  year's  severe  re- 
cession, Argentina  was  count- 
ing on  a  solid  turnaround  by  early 
1996.  But  the  recovery  will  be 
slow  and  unspectacular. 

Real  gross  domestic  product  de- 
clined 4.4%  last  year, 
worse  than  the  3%- 
drop  expected  by  the 
government.  Economy 
Minister  Domingo  Ca- 
vallo  says  GDP  likely 
fell  in  the  first  quarter 
but  will  expand  by  5% 
for  ail  of  1996.  Private 
foreca-  ?  put  1996 
growth  .   •  ween  1.5% 
and  3.5%,  vith  infla- 
tion at  abc  I  2%. 

Recent  d       rpments  brighten 
the  outlook.  Cavallo  and  President 
Carlos  Menem  resolved  the  latest 
in  a  long-running  series  of  squab- 


INDUSTRY IS 
STILL  STRUGGLING 
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Cavallo  might  be  forced  out.  Ca- 
vallo opposed  a  new  council  of 
business  and  union  leaders  that 
will  propose  ways  to  combat  Ar- 
gentina's 16.4%  unemployment. 
Now,  the  council  will  act  in  an  ad- 
visory capacity,  with 
little  real  power.  Still, 
the  Menem-Cavallo 
feud  has  chilled  long- 
term  investors  uneasy 
with  the  idea  of  an 
Argentina  without 
Cavallo,  considered 
the  architect  of  eco- 
nomic stability. 

Growth  prospects 
also  improved  on  Mar. 
20,  when  the  government  used 
special  tax-cutting  powers  granted 
by  Congress  to  halve  the  21%  val- 
ue-added tax  on  consumer  and 
mortgage  interest.  Menem  hopes 


bles,  calming  market  worries  that     the  cuts  will  spur  industrial  out- 


put, down  10%  in  the  year  ended 
in  February  (chart).  The  cut  will 
also  help  the  job-creating  con- 
struction industry,  which  shrank 
by  5.9%  last  year. 

Some  hurdles  remain,  though. 
The  tax  cuts  should  lift  growth, 
but  they  will  cost  the  government 
income.  That  raises  doubts  about 
Argentina's  target  of  $2.5  billion 
for  its  1996  fiscal  deficit,  from  $2.( 
billion  in  1995.  Banks  have  re- 
gained slightly  more  than  the  $8 
billion  in  deposits  lost  after  Mexi- 
co's financial  crisis,  but  new  loans 
remain  scarce.  And  income  has 
dropped  as  businesses  cut  back  or 
overtime.  As  a  result,  Argentine 
consumers,  who  fueled  the  7.5% 
annual  GDP  growth  from  1991-94, 
are  unlikely  to  start  spending 
again  until  they  see  bigger  pay- 
checks or  better  access  to  loans. 

By  Ian  Katz  in  Sao  Pauli 
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lie  NCR  Scalable  Data  Warehouse. 


Half  the  world  relies  on  our  data  warehouses. 


If  you're  serious  about  using  data  warehousing  t<  >  gain  a 
competitive  edge,  choose  NCR.  The  company  that  IDC  says  is 
number  one  worldwide  in  data  warehousing.' 

We  have  the  technology  and  expertise 
to  help  you  transform  mountains  of  data  into 
lb^oK  nuggets  of  vital  customer  informant  in  t<  >  help 
you  make  smarter,  quicker  decisions.  With  industry- 
leading  databases  like  Teradata,'  Oracle.'  Informix4  and  Sybase." 

Know-how  that,  in  the  U.S.,  the  three  biggest  retailers,  three  of 
the  top  five  airlines,  and  two  out  of  three  top  banks  are  already 
utilizing.  Know-how  that  has  made  us  the  world  leader  in  data 
warehousing  with  a  50%  share,  and  number  one  worldwide  in 
UNIX  medium-scale  systems  for  two  years  running: 
It's  clear:  the  best  system  to  build  y<  >ur  data 
^Kl^'.  j«\      warehouse  on  is  one  of  our  new,  highly  scalable 
/  \\$Wy      WorldMark  servers.  The  only  platform  that  scales 

Pentium 


from  SMI?  to  clusters,  to  MPP, alk  wing  businesses  t<  >  start  their 
data  wareh<  (use  small  and  grow  it  t<  >  any  size. 

The  world's  most  experienced  data  warehouse  professionals 
can  help  you  set  up  and  maintain  the  most  scalable  data 
warehouse  on  the  planet.  To  get  more  information  about 
N<  !R's  scalable  data  warehouse, 
call  1  800-CALL-NCR  ext.  3000.  Or 
experience  our  data  warehousing 
capabilities  firsthand  at: 
http  ://www.  ncr  com 
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TROTMAN'S 


The  Ford  chiefs 
reorganization  is 
sputtering,  and  he 
needs  a  successor 


These  are  trying  times  for 
Alexander  J.  Trotman.  The  Ford 
Motor  Co.  chairman's  year-old 
sweeping  global  reorganization  is 
getting  an  overhaul,  causing  wide- 
spread confusion  and  anger  among 
employees  and  suppliers.  Sales  of  the 
redesigned  Taurus  remain  lackluster, 
even  with  a  $600  rebate.  Then  there's 
the  vexing  question  of  what  to  do  about 
Mazda,  the  troubled  Japanese  auto 
maker  in  which  Ford  has  a  25%  stake. 
Now,  Trotman  has  something  else  to 
worry  about:  finding  a  successor. 

As  Trotman  struggles  to  entice 
price-wary  buyers  and  jump-start  his 
reorganization,  sources  close  to  the 
board  say  he  is  under  growing  pressure 
from  directors  on  the  succession  ques- 
tion. The  issue  has  become  so  hot  that 
one  Ford  senior  executive  even  recent- 
ly risked  the  ire  of  the  often-authori- 
tarian Trotman,  who  turns  63  in  July, 
by  giving  him  a  nudge.  A  source  close 
to  Ford  says  the  exec  told  Trotman: 
"Alex,  you've  only  got  two  years  left. 
Every  month  you  wail  is  5%  less  time 
you'll  have  to  train  a  successor." 

Trotman's  No.2  executive,  Edward 
E.  Hagenlocker,  56,  is  out  of  the  run- 
ning. Sources  close  to  the  board  say 


Hagenlocker  is  destined  for  the  vice- 
chairman's  job,  a  position  Ford  tradi- 
tionally uses  to  ease  senior  executives 
into  retirement.  Trotman's  path  to  the 
top  was  cleared  in  1992  when  his  chief 
rival,  Allan  D.  Gilmour,  was  named 
Ford  vice-chairman.  Gilmour  ultimate- 
ly took  early  retirement  after  Trotman 
became  chairman  and  ceo  on  Nov.  1, 
1993.  Hagenlocker  is  taking  the  blame 
for  the  rocky  implementation  of 
Trotman's  Ford  2000  global  reorganiza- 
tion. In  any  case,  Ford's  board  has 
never  viewed  Hagenlocker,  a  shy  intel- 
lectual, as  dynamic  enough  to  be  ceo.  A 
Ford  spokesman  declined  to  comment 
on  Hagenlocker's  future. 
CONTENDERS.  Group  Vice-President 
Jacques  A.  Nasser,  48,  appears  to  be 
the  fastest  climber  among  Ford's 
senior  executives.  Insiders  see  him  as 
odds-on  favorite  to  eventually  succeed 
Trotman.  cfo  John  M.  Devine,  51,  is 
also  considered  a  candidate.  Nasser,  a 
blunt-talking  Australian  who  loves  fast 
cars  and  fine  clothes,  is  a  favorite  of 
Trotman  and  the  board.  He  also  won 
over  Wall  Street  analysts  with  a  recent 


all-day  session  in  Dearborn,  Mil 
where  he  promised  his  new  glo 
product-development  organization 
linchpin  of  the  Ford  2000  global  reor 
nization,  will  slash  $11  billion  in  cc 
over  the  next  five  years. 

Nasser  has  managed  to  escape  bla 
for  Ford  2000's  problems  par 
because  he  was  not  an  architect  of 
original  plan.  Hagenlocker  may  be  t 
ing  a  fall  because  he  was.  After  mov 
15,000  employees  into  five  worldw 
product-development  centers  last  y< 
Ford  is  reversing  itself  and  return 
to  a  setup  similar  to  its  original  one. 
this  summer,  insiders  say,  Trotman  i 
pare  the  product-development  u 
down  to  three  centers.  Having 
many  centers,  Ford  found,  led  to  du 
cated  work  and  turf  battles.  "Our  or 
nization  needs  to  evolve ...  to  achii 
our  ambitious  goals,"  says  Nasser. 

The  reorganization  of  Ford  2000  '. 
left  employees  bitter.  "People  are  w 
dering  who  they  work  for,"  says  a  c 
sultant  to  Ford.  "There's  a  widespn 
perception  that  things  are  out  of  c 
trol."  Uncertainty  is  heightened  by  1 


SHIFTING  GEARS    ^ord  Chairman  Alex  Trotman  is  rejiggering  his  st 


SUCCESSION  With  the  Ford  board 
anxious  to  have  a  succession  plan, 
Trotman's  No.  2,  Edward  Hagenlocker, 
is  likely  to  be  made  a  vice-chairman — a 
post  that  traditionally  has  no  future  at 
the  company.  That  makes  room  for 
Jacques  Nasser,  group  vice-president 
for  product  development,  who  is  the 
current  favorite  to  replace  Trotman. 


ORGANIZATION  As  part  of  his  I 
2000  initiative  to  refocus  the  cc 
on  global  markets,  Trotman  last 
moved  more  than  15,000  emplc 
into  five  worldwide  product-deve 
ment  centers.  Now,  he's  backtra 
Ford  is  paring  back  to  three  cen 
setup  similar  to  the  one  it  had  p 
Ford  2000. 
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fears,  since  Ford  says  it  plans  to 
l  its  engineering  ranks  by  21%  by 

end  of  next  year,  mostly  by  axing 
side  contractors.  And  suppliers 
iplain  that  they  don't  know  who  to 

on  at  Ford  as  it  reorganizes  its 
rganization.  "You  can't  find  anybody 
more,"  grouses  one.  "All  you  ever 
is  voice  mail." 

)espite  the  turmoil,  Trotman's 
ire,  for  now,  seems  secure.  He  has 
laged  to  stay  out  of  deep  trouble 
h  the  board  and  the  Ford  family, 
rces  close  to  the  situation  say,  large- 
lecause  he  prepared  them  to  expect 
isition  problems  with  Ford  2000. 
!  family  remains  concerned  about 
7  the  company  will  adapt  to  Trot- 
i's  changes  but  seems  willing  to 
3  him  room  to  prove  himself.  "The 
■d  family  is  fully  supportive  of  Alex 
tman,"  says  Edsel  B.  Ford  II,  a 
rd  member  and  president  of  Ford 
tor  Credit  Co.  "We  are  very  pleased 
h  the  progress  of  Ford  2000." 
t  doesn't  hurt  that  Ford's  stock 
;e  has  climbed  to  around  34,  from  28 
January.  It  will  take  longer — six 


the  key  elements  of  his  plan: 


Trotman  must  decide  whether 
sell  Ford's  25%  stake  in  Mazda 
i  more  active  management  role 
ig  the  troubled  Japanese  auto 
/leanwhile,  even  though  Mazda 

developed  many  of  Ford's 
rs,  now,  as  part  of  Ford  2000, 
pany  plans  to  do  the  job  itself 
ie. 


months,  at  least — for  profits  to  spring 
back  to  life.  Analysts  figure  earnings 
will  fall  75%  in  the  first  quarter,  to  $327 
million,  as  Ford  struggles  with  the  cost 
of  launching  new  models  and  offering 
extensive  rebates.  There  is  little 
chance  the  company  can  abandon  the 
incentives,  given  Taurus'  slow  sales. 
And  there  are  other  signs  the  rebates 
aren't  working  as  well  as  expected, 
including  the  worrisome  news  that  a 
generous  $1,000  giveback  on  Ford's 
Windstar  isn't  drawing  many  cus- 
tomers from  Chrysler  Corp.'s  minivans. 
MARKETING  MAN.  Meanwhile,  Trotman 
has  other  problems,  chief  among  them 
Mazda.  Under  Ford  2000,  Mazda  is  los- 
ing its  important  role  of  developing 
small  cars  for  Ford.  That  job,  which 
many  viewed  as  the  essential  glue  in 
the  Ford-Mazda  partnership,  is  being 
taken  over  by  Ford's  European  prod- 
uct-development center.  Finding  a 
buyer  for  Ford's  stake  in  Mazda  would 
be  tough:  It  lost  more  than  $1.1  billion 
in  its  past  two  fiscal  years  and  hopes 
only  to  break  even  in  the  fiscal  year 
ending  Mar.  31. 


PRICING  Ford  has  had  to  slap  $600 
rebates  on  its  cars  and  trucks.  That  has 
helped  keep  the  Taurus  No.  1,  but  the 
model's  sales  lag  last  year's  pace. 
Trotman  is  counting  on  Ford  2000 
to  cut  development  costs  by 
$11  billion  over  five 
years,  enabling  Ford 
to  keep  prices  down. 


Trotman  pledges  to  stick  with  his 
Japanese  partner.  "We've  had  a  close 
relationship  over  the  past  20  years,  and 
we'll  have  more  of  the  same,"  he  says. 
Exactly  how  that  relationship  will 
evolve,  Ford  and  Mazda  aren't  saying. 
But  industry  analysts  speculate  that 
Ford  will  take  a  firmer  hand  in  reshap- 
ing Mazda  into  a  maker  of  mass-appeal 
models  and  less  a  purveyor  of  trendy 
niche  cars  such  as  the  Miata  sports  car. 
Some  even  say  Ford's  top  executive 
working  inside  Mazda,  Henry  D.G. 
Wallace,  could  become  Mazda's  CEO. 

Back  home,  Trotman  is  doing  plenty 
of  management  shuffling.  He  moved  to 
boost  sales  in  the  sagging  Lincoln- 
Mercury  Div.  on  Mar.  25  when  he  pro- 
moted James  G.  O'Connor  to  vice-pres- 
ident in  charge  of  the  unit.  The  glib 
O'Connor,  53,  just  finished  overseeing 
Ford's  big  push  into  the  hot  Brazilian 
market  and  is  expected  to  bring  fresh 
marketing  flair  to  Lincoln-Mercury's 
faded  brands,  which  suffered  a  9.2% 
sales  decline  last  year.  Ford  sent 
O'Connor's  predecessor,  Keith  C. 
Magee,  49,  to  Europe  as  vice-president 
for  sales  and  marketing  there. 

But  it  will  take  more  than  a  manage- 
ment shakeup  to  get  Ford's  house  in 
order.  Trotman  has  to  keep  his  reorga- 
nization on  track.  If  he  doesn't,  the 
board  could  speed  up  the  search  for  his 
replacement. 

By  Keith  Naughton  in  Detroit 


NO  ACCELERATION: 

Taurus  sales  have 
been  lackluster — 
and  minivans  are 
disappointing,  too 
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COMPUTERS 


APPLE'S  BUMPER  CROP 
OF  BAD  NEWS 

Its  $700  million  loss  for  the  quarter  has  customers  rattled 


Walter  F.  Manley  was  stunned. 
When  told  that  Apple  Computer 
Inc.  had  announced  on  Mar.  27 
that  it  would  post  a  $700  million  loss  for 
its  second  fiscal  quarter,  the  president  of 
computer  dealer  First  Step  Computers 
in  Richmond,  Va.,  went  stone-cold  silent. 
Finally,  he  sucked  in  his  breath  and 
gasped:  "That's  huge.  I'm  astonished." 
Like  many  other's,  he  figured  on  a  deficit 
of  $200  million  or  so. 

Wall  Street,  used  to  bad  news  from 
Apple,  was  less  easily  shaken.  Just  sev- 
en weeks  into  the  job,  CEO  Gil  Amelio 
will  write  off  more  than  $350  million  in 
inventory  and  take  a  further  $175  mil- 
lion in  restructuring  charges,  on  top  of 
some  $175  million  in  operating  losses 
for  the  quarter  ending  Mar.  31.  Still, 
Apple  shares  rose  IX  on  the  news,  to 
close  at  25M,  as  analysts  praised  Amelio 
foi'  taking  his  medicine  in  one  big  gulp. 
READY  TO  RUN.  Customers  are  apt  to  be 
less  sanguine.  With  Apple's  sales  ex- 
pected to  slide  to  $2.3  billion,  down  from 
$2.6  billion  in  the  corresponding  quarter- 
last  year,  corporate  buyers  and  con- 
sumers are  putting  off  Mac  purchases. 
"There's  n  i  question  Apple  has  a  de- 
mand problem  in  the  short  run,  partly 
due  to  the  negative  publicity  they've 
had,"  says  Ed  Anderson,  president  of 
CompuCom  Inc.,  a  Dallas  dealer.  Some 
clients  are  already  planning  to  defect. 


"Unless  it  does  something  major,  it's 
going  to  be  tough  for  Apple  to  keep  its 
foothold  here,"  says  Stephen  A.  Archule- 
ta, director  of  computer-information  ser- 
vices at  U  S  West  Inc. 

The  news  isn't  likely  to  get  better- 
soon.  Experts  say  Apple's  woes  will 
drag  on.  with  a  $90  million  loss  expect- 
ed for-  the  quarter  ending  in  June  and  a 
further,  smaller  loss  for  the  year's  final 
three  months.  "It's  not  a  foregone  con- 
clusion that  this  is  going  to  get  turned 
around,"  says  Dean  Witter  Reynolds 
analyst  Eugene  Glazer,  who  thinks  Ap- 
ple will  need  hot  new  products  and  a 
big  shift  in  consumer  confidence  to  post 
profits  even  late  in  the  year. 

The  PC  industry's  slowdown  won't 
help  the  company.  Apple  has  been  slash- 
ing prices — some  Perfor-ma  models  got  a 
12%  cut  in  February,  for 
example.  But  with  Com- 
paq Computer  Corp. 
and  other  rivals  slash- 
ing prices  by  up  to  20% 
to  hawk  their  own  ex- 
cess inventory,  Apple 
could  be  forced  to  lower- 
its  prices  even  more. 
Hambrecht  &  Quist  an- 
alyst Todd  Bakar  figures 
PC  prices  will  dive  30% 
in  the  first  half  of  the 
vear — about  twice  the 


-400 


'95 

APPLE'S 
DISASTER 

NET  INCOME 


AMILUONS  OF  DOLLARS 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


NEW  CEO:  Analysts  praised  Amelio  fc 
taking  his  medicine  in  one  gulp.  But 
will  customers  stick  with  the  compan 


normal  falloff.  Says  Bakar:  "Apple  c 
still  recover,  but  the  overall  landscape 
a  lot  tougher  than  it  was  a  year  ago, 
What's  Amelio's  recovery  plan?  Ni 
sifting  through  a  comprehensive  revii 
of  Apple  operations,  he  plans  to  ; 
nounce  Apple's  future  strategy  in  ea: 
May — after  conferring  with  manage 
to  hone  the  details.  Possibilities  inclu 
far-ming  out  more  manufacturing  to  lo 
er  costs  and  focusing  on  feature-hea- 
pricier  Macs  to  boost  profits.  "We  wj 
to  simplify  our  product  line  and  focus 
markets  where  we  have  the  technolo 
to  have  best-in-class  products,"  sa 
new  chief  administrative  officer  Geor 
Scalise.  One  probable  move:  a  more  i 
gressive  effort  to  license  the  Mac  opi 
ating  system  to  outside  companies 
easing  licensing  terms. 
"I'M  GAME."  While  none  of  these  tact 
is  likely  to  stem  the  near-term  pa 
few  on  Wall  Street  are  ringing  seric 
alarm  bells.  Despite  the  losses,  Ap] 
doesn't  face  an  imminent  cash  cris 
"The  write-offs  do  raise  some  questio: 
but  we're  going  to  keep  watching,"  sa 
Martha  Toll-Reed,  an  analyst  at  Stj 
dard  &  Poor's.  Based  on  news  of  t 
loss,  s&p  has  increased  the  likelihood 
will  downgrade  Apple's  credit  standir 
Amelio  must  also  refinance  some  $4 
million  in  debt  that  matures  in  Mar 
and  April,  Toll-Reed  points  out. 

Still,  if  Amelio  can  make  this  the  1; 
bombshell,  his  clear-the-decks  strate 
of  taking  a  huge  initial  loss  could  p 
off.  Many  customers  £ 
standing  pat.  "I'm  gar 
to  give  Gil  Amelio 
chance,"  says  Donald 
Montabana,  director 
the  University  of  Per 
sylvania's  Computi 
Resource  Center.  Gar 
for  now,  anyway. 

By  Peter  Burrov 
with  Kathy  Rebello, 
San    Francisco  a\ 
Gary  McWilliams 
Houston 
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OLDEN  BOY  AT 
IG  BLUE 

m  Palmisano's  mission:  Get  the  PC  business  roaring  again 


^amuel  J.  Palmisano  doesn't  lack 
kfor  advisers.  The  new  general 
"manager  of  ibm's  Personal  Corn- 
er Co.  says  he  has  already  been 
imped  with  phone  calls  and  E-mail 
m  friends  and  associates  inside  the 
ipany  offering  all  sorts  of  unsolicited 
ice.  He's  even  getting  help  at  home. 
!  wife  has  detailed  her  experience 
calling  in  to  ibm's  help  desk.  His  14- 
[  12-year-old  boys — the  oldest  of  four 
s- — have  told  him  they  think  his  new 
is  "cool,"  but  that  he  should  spend 
ne  time  working  on  IBM  PC  speed 
1  connectivity. 

Slot  that  Palmisano  can't  manage  on 
own.  The  44-year-old  executive  spent 
past  three  years  building  IBM  into 
:  world's  leading  computer-services 
ivider.  By  the  end  of  1995,  services 
enue  had  skyrocketed  to  $12.7  billion, 
from  $7.6  billion  in  1993.  Last  year, 
division's  sales  grew  by  31%,  making 
business  of  integrating  and  running 
nputer  systems  for  other  corpora- 
ls the  second-largest  behind  hard- 
re  at  the  $72  billion  giant.  Says  for- 
r  IBM  Chief  Financial  Officer  Jerome 
York:  "Palmisano  did  one  hell  of  an 
standing  job." 

Palmisano's  reward:  On  Apr.  1,  the 
year  IBM  veteran  steps  into  one  of 
!  toughest  and  most  visible  jobs  in 
;  computer  industry,  running  ibm's 
)  billion  desktop-computer  unit.  It's 
oiler-coaster  business.  After  a  disas- 
us  1994 — IBM  lost  $1  billion  in  PCS 


because  of  product  delays  and  bloated 
inventories — the  company  managed  to 
squeeze  out  a  $100  million  profit  last 
year.  Ominously,  though,  IBM's  share  of 
the  PC  market  continued  to  slide  even  in 
a  period  of  double-digit  growth.  Last 
year,  Big  Blue  captured  8.2%  of  the 
worldwide  business,  down  from  8.7%  in 
1994  (chart). 

RISK  TIME.  Taking  on  a  struggling  busi- 
ness doesn't  bother  Palmisano,  a  hands- 
on  manager  who  routinely  spent  two 
days  a  month  with  his  top  managers 
reviewing  the  status  of  every  IBM  ser- 
vice contract  worldwide.  "I've  got  a  lot 
of  years  to  play.  Now's  my  time  if  I'm 
going  to  do  a  high-risk  job,"  he  says. 

IBM  can't  afford  to 
lose  in  PCs.  For  one 
thing,  sales  of  its  desk- 
top computers  now  sur- 
pass mainframe  and 
minicomputer  sales. 
More  important,  as  cor- 
porations install  net- 
works of  PCs  and  pow- 
erful PC  servers,  desktop 
hardware  is  a  critical 
catalyst  for  the  sale  of 
other  products  and  ser- 
vices. It's  simple:  For 
every  dollar  a  company 
spends  on  PCs,  it  shells 
out  $4  on  things  such  as 
help-desk  services,  train- 
ing, and  networking. 
"We're  in  every  one  of 


YOUNG  VETERAN 

At  44,  after  22 
years  at  IBM, 
Palmisano  will 
take  charge 
of  a  $10  billion 
unit,  one  of 
the  industry's 
toughest  jobs 


BATTLE  ROYAL 

COMPAQ 


those  businesses,"  says  Robert  M. 
Stephenson,  the  IBM  senior  vice-presi- 
dent who  is  Palmisano's  new  boss. 

In  the  market  for  an  executive  who 
could  deal  with  multiple  technologies 
and  product  lines,  Stephenson  didn't 
hire  an  executive  search  firm  to  look 
for  an  outsider  for  the  PC  company  job. 
Palmisano  was  an  obvious  candidate. 
He  has  risen  quickly  through  a  succes- 
sion of  positions  inside  IBM,  including 
the  launch  of  ibm's  successful  AS/400 
minicomputer  and  had  a  stint  as  execu- 
tive assistant  to  former  ceo  John  F. 
Akers — a  post  reserved  for  rising  stars. 
Says  consultant  Frank  Dzubeck:  "Sam's 
got  a  bullet  with  an  arrow  going  up 
next  to  his  name." 

An  unknown  in  the  clubby  PC  indus- 
try, Palmisano  spent 
the  early  1990s  in 
Japan  helping  ibm 
bring  out  the  popu- 
lar ThinkPad  laptop 
computer.  As  ibm's 
computer  service 
chief,  he  worked 
with  scores  of  com- 
panies to  cut  com- 
puting costs  and 
apply  technology  ef- 
fectively. "He  under- 
stood the  cost  and  competitive  pressure 
our  company  was  under,"  says  Mark 
Essig,  executive  vice-president  of  ak 
Steel,  which  hired  ibm  to  run  its  com- 
puter operations  in  1993.  Adds  Chris 
Goodhue,  a  PC  analyst  at  Gartner  Group 
Inc.:  "It's  all  about  getting  closer  to  the 
customer  and  helping  them  manage 
their  business,  ibm  is  bringing  some- 
body to  the  PC  company  that  under- 
stands the  importance  of  that  aspect  of 
the  business  and  how  to  make  money 
there." 

There's  plenty  to  be  done,  ibm  needs 
to  update  its  laptop  technology  and  take 
a  larger  share  in  computer  servers  from 
market  leader  Compaq  Computer  Corp. 

And  in  a  business  with 
new-product  cycles  com- 
ing every  six  months, 
there's  everything  from 
logistics  to  product  de- 
velopment to  worry 
over.  "Any  hiccups  and 
you're  hurting,"  says  an 
insider. 

Palmisano  says  that 
it's  not  in  his  nature  to 
dwell  on  the  risks:  "It's 
the  challenge  that's  ab- 
solutely exciting."  If 
that's  the  case,  then 
Palmisano  certainly 
won't  find  his  new  job 
dull. 

By  Ira  Sager  in  New 
York 
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BRITAIN 


MAD  COWS- 

AND  MAD  POLITICIANS 

How  the  government  turned  the  crisis  into  economic  calamity 


With  the  whole  world 
watching,  the  gov- 
ernment of  British 
Prime  Minister  John  Ma- 
jor is  turning  a  grave  pub- 
lic-health worry  into  a 
management  disaster  that 
is  leading  to  a  major  eco- 
nomic crisis.  On  Mar.  20, 
the  government  announced 
a  connection  between  mad 
cow  disease,  or  bovine 
spongiform  encephalopathy 
( BSE ),  the  brain  malady 
that  has  plagued  Britain's 
cattle  for  a  decade,  and  the 
always  fatal  human  form 
of  the  ailment,  Creutzfeldt- 
Jakob  disease  (cjd),  stating 
that  10  victims  apparently 
got  the  ailment  after  eat- 
ing contaminated  beef. 
Then,  on  Mar.  25,  the  bu- 
reaucrats backpedaled.  "It 
isn't  the  cows  that  are 


from  2.7%  to  4.6%  because  of  higher  pi 
es  paid  for  imported  food  and  shortaj 
of  domestically  produced  alternativ 
And  Britain's  gross  domestic  prodi 
could  drop  by  $14  billion,  or  1%.  In  t 
end,  the  economic  toll  could  climb  to  <| 
billion.  Says  Ian  C.  Shepherdson,  a  L( 
don-based  economist  with  hsbc  Marke 
"There  could  be  a  meaningful,  signifies 
impact  on  the  economy." 

Behind  the  crisis  is  g( 
ernment  research  identi: 
ing  a  previously  unkno1 
variety  of  cjd  that  stril 
young  people.  Some  10  \ 
tims  contracted  the  dises 
and  died  during  the  p; 
two  years,  before  th 
reached  age  42.  Two  othf 
are  still  alive.  The  nati 
of  their  brain  damage,  t 
early  symptoms,  and  t 
shorter  incubation  peri 


HUNG  OUT  TO  DRY? 

Brita  in 's  beef  industry 
could  grind  to  a  halt 


THE  PRICE  OF  BEEF 


If  British  beef  production  is  halted  for  one  year  and  older 
dairy  cows  are  destroyed,  the  results  could  include: 

UNEMPLOYMENT  The  number  of  jobless  would  jump  from 
7.9%  to  8.2%,  assuming  100,000  beef-related  jobs  are  lost 


are  all  different  from  pi 
vious  cjd  cases.  And  € 
perts  say  the  victims 
this  new  strain  of  c 
could  number  in  the  hi 
dreds  of  thousands  and 
val  aids  as  a  pandem 


mad,  it's  the  people  that  ' —   Stephen  Dealler,  a  medi< 


are  going  mad,"  says  Ste- 
phen Dorrell,  Secretary  of 
State  for  Health  and  lead- 
er of  the  government  crisis 
team.  "I  eat  beef,  and  I  let 
my  children  eat  beef." 

No  sale.  With  millions  of 
consumers  shunning  Brit- 
ish beef,  the  European  Un- 
ion banning  its  export,  and 
fast-food  chains  such  as  Mc- 
Donald's and  Burger  King  dropping  bur- 
gers from  their  menus,  Britain  faces  its 
worst  economic  catastrophe  since  the 
pound  had  to  be  bailed  out  by  the  Inter- 
national Monetaiy  Fund  in  1976.  Major's 
government,  meanwhile,  faces  a  widening 
credibility  gap  with  voters  that  could 
prove  fatal  in  upcoming  elections.  "The 
government  has  handled  this  matter  with 
mind-boggling  incompetence,"  says  La- 
bor Leader  Tony  Blair. 
huge  FALLOUT.  The  markets  already  are 
meting  out  their  punishment,  with  stock 
and  bond  prices  falling  in  London  and 
sterling  slipping  against  the  German 
mark  and  the  U.S.  dollar.  The  worry: 
that  Britain's  economy  will  suffer  exten- 
sive damage.  The  beef  industry  is  likely 
to  lose  all  $900  million  worth  of  its  ex- 


RENEWED  INFLATION  Pricey  imported  beef  and  a  doubling  of 
milk  prices  could  raise  the  inflation  rate  from  2.7%  to  4.6% 

SLOWER  GROWTH  Britain's  GDP  could  decline  by  1%,  or 
$14  billion,  and  its  trade  deficit  could  balloon  from  $18  bil- 
lion in  1995  to  $32  billion 

POLITICAL  INSTABILITY  Prime  Minister  John  Major's  Con- 
servative government,  dependent  on  a  strong  economy  to  win 
reelection,  could  lose  a  spring,  1997,  contest 

DATA:  BUSINESS  WEEK,  HSBC  MARKETS 

port  trade,  swelling  Britain's  trade  deficit 
from  $18  billion  to  as  much  as  $32  billion. 
Consumers  buying  imported  meat  could 
pay  $800  million  more  at  the  grocery, 
while  the  cost  of  importing  cattle  to  start 
fresh  herds  could  run  to  $3  billion. 

There's  more.  If  the  government  is 
forced  to  destroy  cows  to  restore  confi- 
dence in  British  beef,  even  a  moderate 
culling  campaign  could  require  up  to  $5 
billion  in  compensation  to  farmers.  If 
the  government  opted  to  get  rid  of  just 
one-fifth  of  dairy  cows,  the  cost  to  im- 
port milk  could  reach  $4  billion. 

Worse,  if  the  beef  and  dairy  indus- 
tries remain  crippled  for  a  year,  as  many 
as  100,000  people  could  lose  their  jobs, 
causing  unemployment  to  jump  from 
7.9%  to  8.2%.  Inflation  could  shoot  up 


microbiologist  at  Burnl 
General  Hospital  and  B 
expert,  says  the  number 
new  cjd  victims  shock 
him.  "It  was  so  high,  r 
jaw  dropped,"  he  says. 
WRONG  MOVES.  The  gc 
ernment's  missteps  beg 
as  early  as  1979,  when  t 
—    Conservatives  came 
power   under  Margar 
Thatcher.  She  deregulated  agricultui 
practices  so  that  farmers  no  longer  h 
to  follow  strict  rules  for  processing  cc 
meat  and  preparing  feeds.  Scientis 
now  believe  it  was  this  relaxation  th 
led  to  the  use  of  diseased  sheep  in  ai 
mal  feed,  kicking  off  the  bse  epidem 
and  later  on,  lax  enforcement  of  vario 
bans  that  allowed  it  to  continue.  Wok 
it  wasn't  until  1988  that  ministers  c 
dered  the  slaughter  of  infected  cows 
two  years  after  the  outbreak. 

Small  wonder  that  since  the  rnid-'8( 
160,000  BSE-infected  cows  have  had 
be  destroyed.  If  the  same  agent  is  al 
killing  humans,  there's  more  than  a  n 
tion's  economy  at  stake. 

By  Paula  Dwyet;  with  Julia  Flyt 
and  Heidi  Dawley,  in  London 
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COMMENTARY 

By  Paul  Raeburn 

JUNK  SCIENCE  AND  MASS  HYSTERIA 


The  announcement  that  England's 
mad  cow  disease  was  implicated 
in  10  cases  of  a  fatal  human 
)ram  disorder  has  been  met  with  un- 
lerstandable  hysteria.  The  market 
br  British  beef  collapsed,  100,000 
'armers'  jobs  are  in  jeopardy,  and 
;he  government  is  scrambling  to 
iefuse  a  crisis  that  could  cause  bil- 
ions  of  dollars  in  losses. 

But  what  is  striking  about  the  sit- 
lation  is  how  starkly  the  de- 
risive public  reaction  to  the  hfj, 
:risis  contrasts  with  the  cau-  ^ 
;ious  language  in  the  an- 
louncement.  Scientists  said 
ionsumption  of  tainted  beef 
vas  "the  most  likely  expla- 
nation" for  10  cases  of  a  sim- 
lar  human  illness  called 
Dreutzfeldt-Jakob  disease — 
lothing  more  definite  than 
ihat. 

4AIR  TRIGGER.  The  crisis  is  a 
;elling  example  of  a  phenom- 
;non  occurring  ever  more 
requently:  A  complex  scien- 
;ific  debate  is  suddenly 
;hrust  upon  an  anxious  pub- 
ic that  is  ill-equipped  to  un- 
lerstand  it.  Instant  and 
ibiquitous  communications, 
combined  with  the  greater 
willingness  of  plaintiffs  and 
government  and  industiy 
eaders  to  go  public  with 
;heir  scientific  disputes,  trig- 
ger concern.  The  core  of  real 
science  gets  overwhelmed  by  a  flurry 
)f  "junk  science" — conflicting  state- 
ments by  politicians,  confusing  press 
•eports,  legal  depositions,  even  duel- 
ng  ads. 

The  U.  S.  has  its  own  examples.  In 
^ecent  weeks,  Americans  have 
watched  in  confusion  as  the  makers 
)f  Tylenol  and  Advil  wage  a 
5corched-earth  campaign  in  newspa- 
per and  TV  ads  over  the  safety  of 
Iylenol  when  combined  with  alcohol, 
rhe  manufacturer  of  Tylenol  ac- 
knowledges that  there  is  risk  with 
liigh  intake  of  both  Tylenol  and  alco- 
hol. But  is  there  a  risk  for  the  casual 
irinker?  Advil's  advertising  is  forc- 


ing that  question  on  consumers, 
when  scientists  themselves  can't  an- 
swer it.  And  Advil,  too,  has  side  ef- 
fects— like  aspirin,  it  can  raise  the 
risk  of  stomach  bleeding. 

Another  case:  the  long-running  dis- 
pute over  the  safety  of  silicone  breast 
implants.  In  February,  the  largest 
study  yet  of  the  possible  risks  of  such 
implants  gave  comfort  to  both  sides 
in  the  dispute.  Plaintiffs  suing  implant 


makers  pointed  to  the  study's  finding 
of  some  risk;  defendants  emphasized 
that  the  risk  was  very  small.  The  un- 
certainty remains. 

In  each  of  these  controversies,  a 
core  of  solid  scientific  information 
falls  short  of  what's  needed  to  re- 
solve urgent  questions  facing  the 
public.  The  economic  and  health  con- 
sequences are  enormous.  With  the 
stakes  so  high,  powerful  forces  in 
government  and  industry  are  eager 
to  shape  the  disputes.  "This  is 
tremendously  difficult  for  the  public 
to  sort  out.  If  scientists  are  disagree- 
ing, what's  the  citizen  to  presume?" 
asks  Paul  Slovic,  a  psychologist  at 


Decision  Research  in  Eugene,  Ore. 

The  real  problem  is  the  nature  of 
scientific  inquiry,  which  inevitably  in- 
volves uncertainty.  Researchers  can- 
not say  conclusively  whether  mad 
cow  disease  poses  a  risk  to  humans. 
They  don't  know  the  extent  of  the 
epidemic  or  how  it  can  be  stopped. 
Indeed,  they  can't  even  agree  on  the 
cause.  The  leading  theory,  advanced 
by  Stanley  B.  Prusiner  of  the  Uni- 
versity of  California  at  San 
Francisco,  is  that  both  the 
human  and  cattle  diseases 
are  caused  by  an  unusual  bi- 
ological entity  called  a  pri- 
on— a  tiny  scrap  of  protein 
without  genes  or  any  of  the 
biochemical  machinery  bac- 
teria and  viruses  require  to 
do  damage. 

MANY  DOUBTS.  Prions  act 
slowly,  causing  symptoms 
years  or  even  decades  after 
the  infection  is  contracted. 
Mad  cow  disease  isn't 
known  in  the  U.  S.,  but 
doubts  arise  again:  Scien- 
tists can't  be  certain  it  isn't 
there.  Other  experts,  such 
as  Laura  Manuelidis  of  Yale 
University,  don't  accept  the 
prion  theoiy.  She  thinks  yet- 
to-be-identified,  slow-acting 
viruses  are  responsible. 

One  lesson  to  be  drawn 
from  these  public  disputes  is 
that  governments  shouldn't 
cut  funding  for  basic  research,  which 
can  help  prevent  tomorrow's  crises. 
But  the  only  real  solution  is  for  gov- 
ernment and  industiy  leaders  to  use 
scientific  information  responsibly.  No 
more  spectacles  like  the  one  last 
year  when  Britain's  agriculture  min- 
ister sought  to  reassure  the  public 
by  feeding  his  4-year-old  daughter 
beef  in  front  of  television  cameras. 
Unresolved  scientific  disputes  have 
become  a  fact  of  modem  life.  Noth- 
ing else  so  clearly  illustrates  science's 
limits. 

Raeburn  is  business  week's  senior 
editor  for  science  and  technology. 


"This  is  tremendously  difficult  to  sort  out.  If  scientists 
are  disagreeing,  what's  the  citizen  to  presume?" 
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CONGRESS 


THE  MAN  WHO  WOULD  BE 
BOB  DOLE 

Trent  Lott  hopes  to  inherit  the  candidate's  Senate  mantle 


Tensions  were  high  as  feuding  Re- 
publicans faced  off  on  Jan.  31  across 
House  Speaker  Newt  Gingrich's 
conference  table.  After  months  of  bick- 
ering over  landmark  legislation  to 
deregulate  the  telecommunications  in- 
dustry, Senate  Majority  Whip  Trent 
Lott  of  Mississippi  bluntly  told  his  col- 
leagues: "There's  got  to  be  a  point  when 
you  close  this  thing."  Twenty  minutes 
later,  Lott  had  forged  a  compromise 
that  Congress  overwhelmingly  approved 
the  next  day.  "Trent  did  a  terrific  job," 
marvels  Senator  Rick  Santorum  (R-Pa.). 

Lott  has  been  closing  lots  of  deals 
lately.  With  Senate  Majority  Leader  Bob 
Dole  busy  running  for  President,  Lott — 
the  No.  2  Republican — has  become  the 
Senate's  chief  traffic  cop,  troubleshooter, 
and  head-knocker.  His  recent  successes 
include  House  and  Senate  agreements 
on  line-item  veto  powers,  product-lia- 
bility reform,  and  regulatory  relief  for 
small  business.  Lott's  secret?  "He's  tire- 
less in  trying  to  bring  together  people 
whose  views  are  not  totally  the  same," 
says  gop  Chairman  Haley  Barbour,  a 
fellow  Mississippian. 

Helping  Dole  put  legislative  points 
on  the  board  has  not  only  bolstered  the 
Kansan's  White  House  bid  but  has  en- 
hanced the  odds  that  Lott,  54,  will  be- 
come the  next  gop  Senate  leader.  But 
his  ascendancy  is  intensifying  intraparty 


tensions  between  Lott's  own  crowd — 
largely  younger,  hard-line  Sunbelt  con- 
servatives— and  Dole's  camp  of  moder- 
ates and  conservative  insiders.  If  Lott 
gets  the  top  job,  it  would  symbolize  a 
fundamental  change  among  Senate  Re- 
publicans from  old-line  moderation  to 
the  new,  more  activist  conservatism  al- 
ready dominant  in  the  House  of  Repre- 
sentatives. (Lott  would  have  to  prevail 
in  a  secret-ballot  election  that  would  be 
held  in  early  December  if  Dole  is  elect- 
ed President.) 

deficit  HAWK.  Lott  has  never  been  in 
Dole's  inner  circle.  Instead,  he  is  close 
to  Senator  Phil  Gramm  (R-Tex.),  an 
erstwhile  Dole  rival  for  the  Republi- 
can nomination.  In  1988,  he  endorsed 
Presidential  candidate  Jack  F.  Kemp. 
And  he  won  his  leadership  job  in  1994 
by  toppling  Dole  pal  Alan  K.  Simpson 
(R-Wyo.). 

Managing  conflict  is  a  lifetime  spe- 
cialty for  Lott,  son  of  a  shipyard  work- 
er and  schoolteacher.  He  often  tells  the 
story  of  how,  as  a  boy,  he  mediated  fam- 
ily arguments  between  his  parents,  who 
later  divorced.  In  1968,  after  getting 
hooked  on  politics  while  attending  the 
University  of  Mississippi,  Lott  joined 
the  staff  of  Representative  William  M. 
Colmer,  conservative  Democratic  chair 
of  the  House  Rules  Committee.  When 
Colmer  retired  in  1972,  his  31-year-old 


TRENT  LOTT 

Senate  Republican  Whip 

BORN  Grenada,  Miss.,  Oct.  9,  194: 

EDUCATION  University  of  Missis- 
sippi, B.P.A.  (1963),  J.D.  (1967) 

EXPERIENCE  Administrative  assis- 
tant to  Representative  William 
Colmer  (D-Miss.),  1968-72;  House 
of  Representatives,  1973-89; 
Senate,  1989-.  Leadership  experi- 
ence: Chairman  of  the  Republican 
Party  Platform  Committee,  1980 
and  1984;  House  Republican 
Whip,  1980  to  1988;  Senate 
Republican  Whip,  1994-. 

PERSONAL  Lives  in  Washington 
with  wife  Tricia  and  two  children. 

aide  ran  for  the  seat  and  won — as 
Republican. 

Lott  quickly  rose  to  prominence 
one  of  Richard  M.  Nixon's  vocal  c 
fenders  during  House  impeachme 
hearings.  A  leader  of  the  gop's  consei 
ative  Young  Turks,  he  became  Hoi 
gop  whip  in  1980,  a  post  he  held  ui 
winning  a  Senate  seat  in  1988.  Althou 
an  outspoken  deficit  hawk,  Lott  h 
been  a  fierce  defender  of  federal  spei 
ing  for  defense  and  shipbuilding  in  ] 
home  state.  "If  people  want  to  call  tl 
pork,  I  plead  guilty,"  he  says.  But  in 
Democrats  say  Lott's  appetite  for  pc 
reveals  a  key  political  flaw.  "It's  t 
height  of  hypocrisy  to  say  that  you  ( 
liver  for  your  state  but  to  be  agair 
spending  in  the  rest  of  the  countr 
says  Democratic  consultant  Kiki  Moo: 

Some  Republicans  gripe  that  Lot 
ambition  can  get  the  best  of  him.  Crit 
complain  that  he  at  first  promised  not 
challenge  Simpson,  then  revers 
course.  "That's  true,"  he  admits.  B 
when  the  gop  captured  Congress,  "t 
world  changed,"  he  explains. 

In  the  coming  race  to  succeed  Do 
Lott  and  Senator  Don  Nickles  of  Ok 
homa  are  gearing  up  for  battle:  Li 
year,  their  political  leadership  eomm 
tees  dispensed  more  than  $150,000 
gop  Senate  candidates.  Lott  conced 
that  "it's  not  healthy  to  campaign  1 
Bob  Dole's  job  when  Bob  Dole  is  still 
it."  But  the  majority  whip  does  evei 
thing  with  gusto,  whether  it's  cutti: 
deals  or  crooning  as  part  of  the  Vo< 
Majority,  a  quartet  of  senators  th 
made  its  Kennedy  Center  debut  \s 
year.  Lott,  a  deep  bass,  got  rave  i 
views  for  his  performance.  Now,  it's  1 
colleagues'  applause  he's  seeking. 

By  Ricliard  S.  Dunha 
in  Washingb 
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THIS  YEAR, 


ONE  OUT  OF  THREE  COMPANIES 


WHO  TACKLE  THEIR  OWN 


PAYROLL  TAXES 


WILL  GET  HIT  WITH  A  PENALTY. 


Shocking,  but  true.  Payroll  tax  deposit  and 
filing  is  a  strictly  regulated,  complicated  and 
constantly  changing  process.  And  if  you  don't 
keep  up  with  it,  accurately  and  on  time,  it  can 
cost  you  plenty. 

Hire  ADP  and  we'll  take  on  this  burden,  so 
you'll  never  again  have  to  worry  about  meeting 
(or  exceeding)  your  tax  obligations.  We  have 
700  tax  specialists  who  keep  on  top  of  all  tax 
law  changes.  Plus,  a  fully  automated  payroll 


tax  service  that  makes  deposits  and  files  for  you. 
And  lastly,  if  there  are  inquiries,  we'll  work  with 
the  IRS  to  resolve  them  on  your  behalf. 

Whether  you're  in  one  location  or  500,  prefer 
to  do  all,  some  or  none  of  the  work  yourself,  our 
wide  choice  of  software  options  and  expert  out- 
sourcing solutions  makes  it  all  easier  on  you. 

So  call  now  for  a  free  copy  of  our  Payroll  Tax 
Guide  and  see  how  we  can  help  make  your  life 
less  taxing. 


1  800  HIRE  ADP  ext.  346 
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TOBACCO 


HAZARDOUS 

TO  YOUR  WEALTH? 

For  investors,  lawsuits  cast 
a  smoky  cloud  over  the  future 

Was  it  a  hiccup  or  a  full-fledged 
smoker's  hack?  When  Liggett 
Group  Inc.,  the  cigarette-manu- 
facturing division  of  Miami's  Brooke 
Group,  broke  ranks  with  the  tobacco  in- 
dustry on  Mar.  13  by  agreeing  to  an 
unprecedented  litigation  settlement,  the 
move  sent  cigarette  stocks  plummeting 
13%.  In  just  one  week,  $17  billion  in 
market  value  was  erased. 

Stock  prices  have  since  steadied,  but 
some  shareholders  are  casting  a  more 
critical  eye  on  their  investments.  In 
Florida,  one  of  the  six  states  suing  the 
industry  for  reimbursement  of  smokers' 
health-care  costs,  Attorney  General  Rob- 
ert A.  Butterworth  proposed  on  Mar. 
20  that  the  state,  which  owns  close  to 
$700  million  worth  of  tobacco  stock, 
should  put  pressure  on  other  tobacco 
companies  to  follow  Liggett's  agree- 
ment—and stop  marketing  aimed  at 
teenagers.  The  day  before,  New  York 
Comptroller  H.  Carl  McCall  had  an- 
nounced that  he  would  become  more 
active  in  monitoring  the  state's  tobacco 
investment  and  would  add  no  more  to- 
bacco shares  to  the  state's  discretionary 
investment  funds. 

LONG  DECLINE.  Ominously  for  big  to- 
bacco, New  York's  rationale  had  nothing 
to  do  with  social  responsibility  and 
everything  to  do  with  stock  volatility. 
"There  are  some  who  say  the  risks  are 
already  reflected  in  to- 
bacco prices,"  says 
McCall,  "but  we  think 
that  the  risk  might 
expand."  Such  senti- 
ments could  encour- 
age other  investors  of 
public  money  to  re- 
consider their  tobacco 
holdings.  "The  states 
sniff  money  coming 
out  of  tobacco,  and 
this  can  only  acceler- 
ate," says  Peter  D. 
Kinder  of  Kinder,  Ly- 
denberg,  Domini  & 
Co.,  which  specializes 
in  socially  responsible 
investing. 

Such  talk  could  de- 
press tobacco  stocks 


over  the  long  haul.  But  some  long-term 
holders  are  hanging  in  there.  Both  Ste- 
phen Yacktman,  who  oversees  tobacco 
investing  at  Chicago's  Yacktman  Asset 
Management,  and  Stephen  O'Neil,  senior 
equity  trader  for  Arco's  $2.5  billion  fund, , 
bought  Philip  Morris  last  week.  "There's 
a  core  of  people  who  understand  this 
group  well,  and  they  have  held  these 
stocks  for  a  long  time,"  says  O'Neil.  De- 
fending the  purchase,  Yacktman  says: 
"Philip  Moms  is  where  you  want  to  be." 

Still,  if  tobacco's  litigation  woes  con- 
tinue, even  steadfast  supporters  may 
consider  kicking  the  habit. 

By  Nanette  Byrnes  in  Los  Angeles, 
with  Lori  Bongiorno  in  New  York 

TOBACCO 


LEBOW'S 
MAYBE-MEN 

His  RJR  board  nominees  won't 
commit  to  a  Nabisco  spin-off 


B 


lennett  S.  LeBow  has  never  equiv- 
ocated: If  RJR  Nabisco  Inc.  share- 
'  holders  back  him  in  his  proxy  battle 
with  the  food  and  tobacco  giant,  he  will 
immediately  split  its  operations  into  two. 

Now,  as  investors  gear  up  for  the  tal- 
ly of  the  vote  at  the  company's  Apr.  17 
annual  meeting,  LeBow's  pledge  may  be 
less  of  a  sure  thing.  In  depositions  taken 
in  January  as  part  of  a  still  pending  civ- 
il action  between  rjr  and  LeBow,  the 
outside  investor's  board  nominees  say 
they  have  not  pledged  that  they  would 
automatically  vote  for  a  Nabisco  spin- 
off if  elected  as  RJR  directors. 

The  unsealed  depositions,  which 


DUELING  OVER  JOE  CAMEL: 

RJR's  Goldstone  (left)  says 
LeBow's  timing  is  wrong 


were  provided  to  business  week 
rjr,  indicate  that  only  Rouben  V.  Ch 
alian,  chairman  of  Liggett  Group  Ii 
had  definitely  committed  to  a  break 
The  others  wouldn't  make  any  pron 
es.  "I  have  not  guaranteed  how 
would  vote  on  any  matter,"  Al 
Brown  &  Sons  Managing  Director  B 
ry  W.  Ridings  said  in  his  depositi 
"I  don't  have  the  information  yet  tl 
would  fulfill  the  sort  of  obligation; 
have  as  a  director  to  make  that  sort 
decision."  Ridings  won't  comment 
his  current  views  of  a  spin-off. 
KEY  PROVISION.  The  depositions,  wh 
show  that  the  proposed  board's  ini 
mation  on  the  spin-off  came  mostly  fr 
newspaper  accounts  and  analyst  repo: 
were  taken  just  two  months  af 
LeBow's  Brooke  Group  Ltd.  promii 
that  the  board  "would  be  committed 
effecting  an  immediate  tax-free  spin 
of  Nabisco."  Robert  F.  Sharpe  Jr.,  g 
eral  counsel  at  rjr,  says:  "LeBo 
statements  on  their  commitment  ; 
completely  at  odds  with  their  testii 
ny."  rjr  Chief  Executive  Steven 
Goldstone  has  argued  repeatedly  t 
the  time  isn't  right  for  a  split  of 
tobacco  and  food  units. 

LeBow's  legal  coimsel  says  the  dep 
tions  are  outdated  and  that  the  bo; 
nominees  now  are  committed  to  a  sj: 
off.  Besides,  says  Lairy  Lederman,  ch 
man  of  corporate  practice  at  Milba 
Tweed,  Hadley  &  McCloy,  which  rep 
sents  LeBow,  the  proxy  contains  a  pr< 
sion  that  says  directors  can  be  replace^ 
the  board  doesn't  agree  to  split  the  cc 
pany  within  six  months  of  being  elect 
Few  of  the  board  nominees  will  ( 
cuss  the  matter.  But  one,  William  St 
buck,  a  professor  at  New  York  Univ 
sity's  Stern  School  of  Business,  says 
still  isn't  making  promises.  "Based 
the  information 
have  right  now, 
immediate  spin-off 
very  desirable,"  St 
buck  says.  But 
wouldn't  be  intellig 
for  anybody  to  s 
'I'm  going  to  do  t 
regardless  of  wha 
find  out  later.' " 

There's  a  chanci 
even  if  it's  slim — t 
LeBow  could  win 
proxy  fight.  But  i 
less  he  persuades 
would-be  directors 
do  what  he  wants 
might  prove  a  poi 
less  victory. 

By  Lori  Bongim 
in  New  York 
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o  you  want  a  proven  fund  for  your  IRA. 
How  about  one  that's  outperformed  the 
S&P  500  for  every  15-year  period  since  1960? 




INVESCO  INDUSTRIAL  INCOME  FUND 

Annualized  return  through  December  31,  1995 

27.33% 

ONE  YEAR 

16.11% 

FIVE  YEAR 

14.56% 

TEN  YEAR 

16.14% 

TWENTY  YEAR 

If  your  IRA  investments  are  doing  as  well  as  the  Standard  and  Poor's  500  Index,  they're 
doing  quite  well.  But  imagine  how  much  closer  you'd  be  to  your  retirement  goals 
if  your  money  was  in  the  INVESCO  Industrial  Income  Fund.  It  has  outperformed  the 
S&P  500  for  every  15-year  period  since  the  fund  began  in  I960.'  And  MONEY 
magazine  called  it  one  of  the  "top-performing  total  return  funds"  for  the  10-year 
period  that  ended  1/1/96.2  Which  is  no  surprise,  as  this  no-load  equity-income 
mutual  fund  is  designed  to  help  provide  long-term  stability  through  the  market's 
ups  and  downs  by  investing  in  both  stocks  and  bonds. 

To  open  an  IRA,  or  transfer  funds  from  an  existing  one  to  start  an  INVESCO  IRA,  call 
one  of  our  retirement  specialists  today  for  a  prospectus  on  the  Industrial  Income  Fund. 
You'll  receive  more  complete  information,  including  management  fees  and  expenses. 
Past  performance  is  no  guarantee  of  future  results,  so  read  the  prospectus  carefully 
before  you  invest  or  send  money.  If  you  want  a  fund  for  your  IRA  with  an  impressive 
investment  history,  call  INVESCO.  After  all,  we've  been  helping  investors  like  you 
reach  their  financial  goals  for  over  one  hundred  years. 


INVESCO  FUNDS 

Your  Global  Investment  Partner 

Call  now  for  a  free  IRA  investing  guide. 
1-800-320-4525  ext.  534 


1The  Standard  &  Poor's  500  Index  is  an  unmanaged  index  of  common  stocks  considered  representative  of  the  broad  market.  The  15-year  periods 
(21  in  all)  are  based  on  total  return  from  1/1/61-12/31/75,  to.. .1/1/81-12/31/95. 

2MONEY  magazine's  reference  to  the  INVESCO  Industrial  Income  Fund  in  its  February  1996  issue  based  on  a  Morningstab  analysis  of  average 

ANNUAL  RETURN  WHICH  RANKED  THE  FUND  #21  OF  180  TOTAL. RETURN  FUNDS  FOR  THE  10-YEAR  PERIOD  ENDED  1/1/96. 

Total  return  assumes  reinvestment  of  all  dividend  and  capital  gain  distributions.  Investment  return  and  principal  value  will, ay ctu ate  so  that,  when 

REDEEMED,  AN  INVESTOR'S  SHARES  MAY  BE  WORTH.MORE  OR  LESS  THAN  THEIR  ORIGINAL  COST.  PLEASE  CONSULT  A  TAX  ADVISER  ON  YOUR  SPECIFIC  RETIREMENT  INVESTMENT 

needs.  INVESCO  Funds  Group,  Inc.,  Distributor. 
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COMMODITIES 


BIG  STINK 
IN  GHEESELAND 

Kraft  rejects  charges  it  manipulated  the  Green  Bay  exchange 


Even  for  Green  Bay,  Wise,  the  week- 
ly opening  of  the  National  Cheese 
Exchange  is  a  decidedly  low-key 
event.  Each  Friday  morning  for  half  an 
hour,  in  a  room  in  a  nondescript  office 
building,  traders  mill  around  a  cheese 
wall  of  fame — pictures  of  the  industry's 
big  cheeses.  The  traders  sip  their  coffee 
and  call  out  bids  on  cheddar  barrels  and 
40-pound  blocks.  Trades  are  recorded 
by  hand,  in  magic  marker,  on  a  big 
board. 

Despite  the  market's  relaxed  style, 
cheese  is  serious  business  in  a  state 
whose  residents  are  known  as  Cheese- 
heads.  Now,  some  of  them  say  some- 
thing stinks  in  their  cheese  market — 
and  it  involves  Kraft  Foods  Inc.  State 
investigators  have  accused  the  giant 
Philip  Morris  Cos.  unit  of  manipulating 
the  tiny  Green  Bay  market. 
"VEL VE eta-gate."  In  a  265-page  report 
commissioned  by  Wisconsin's  Agricul- 
ture Dept.  and  released  on  Mar.  19,  two 
University  of  Wisconsin  economists 
sharply  attacked  Kraft's  handling  of  its 
cheddar  merchandising.  Local  press  is 
calling  the  controversy  Velveeta-gate, 
and  Wisconsin  legislate,  want  the  U.  S. 
Justice  Dept.  to  invest^  te. 

From  1988  to  1992,  Kraft  on  occa- 
sion would  force  exchange  prices  lower 


by  selling  cheese  even  when  its  inven- 
tories were  tight,  the  report  alleges.  As 
prices  fell,  Kraft  benefited  because  its 
dairy  contracts  were  pegged  to  ex- 
change prices.  Every  1(2  drop  in  the 
benchmark  exchange  price  lowered 
Kraft's  costs  by  more  than  $10  million 
annually,  the  report  says. 

To  put  it  mildly,  the  conclusions  grate 
on  Kraft.  "I  get  emotional.  It  is  a  piece 
of  crap,"  thunders  Kraft  President  John 
D.  Bowlin,  who  oversees  the  company's 
$2.7  billion  cheese  business.  Bowlin  says 
state  investigators  based  their  deduc- 
tions on  faulty  data  and  out- 
dated inventory  informa- 
tion. The  company's 
actual  inventory  levels, 
which  varied  consider- 
ably from  projections, 
matched  up  rationally 
with  Kraft's  trades,  he 
claims.  And  while  Kraft 
accounted  for  as  many 
as  90%  of  exchange  sales 
during  the  period  under 
investigation,  Bowlin 
says  that  stemmed  from 
a  legitimate  strategy: 
Kraft  deliberately  con- 
tracted for  more  cheese 
than  it  needed  in  order 
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to  avoid  running  out,  then  sold  part 
the  excess  through  the  exchange.  F 
its  part,  the  exchange  supports  Kraf 
position,  saying  no  player  manipulat 
prices.  The  professors  say  they  sta 
by  their  findings. 

GIANT  PRICE  SWINGS.  Suspicious  dai 
farmers  see  holes  in  Bowlin's  protesi 
tions.  Manipulation  of  the  Natior 
Cheese  Exchange  "has  been  an  insi 

LAUGHING  COW 
Improper  trading  on  the 
National  Cheese 
Exchange  "has  been  an 
inside  joke  for  many 
years,"  says  farmer  Miell 

joke  for  many  years,"  sa 
Hugo  Mielke  Jr.,  a  third-gt 
eration  dairyman  in  Marie 
50  miles  from  Green  B: 
Mielke  and  others  are  fri 
trated  by  cheese  prices  tl 
sometimes  swing  up  or  do) 
nearly  50%  in  a  single  ye 
Farmers'  profit  margins  a 
pared  so  thin  that  wh 
cheese  prices  fall  sharply,  ev 
simple  pleasures  become  € 
travagances:  "You  don't  go 
that  Friday  fish  fry,"  Miel 
moans. 

Kraft  could  fare  perfectly  well  if 
didn't  use  the  exchange  at  all.  T 
mammoth  company  has  enough  b; 
gaining  power  to  negotiate  rates  wi 
dairy  co-ops.  But  Bowlin  says  t 
cheese  exchange  is  more  efficient.  "I 
the  only  mechanism  we  have  right  nc 
and  we  think  it  works,"  he  says.  1 
deed,  several  other  small-scale  mark( 
operate  in  the  same  way  for  other  co: 
modities.  Butter  trades  once  a  week 
the  Chicago  Mercantile  Exchange,  wi 
bids  and  offers  posted  on  a  chalkboa 
directly  beside  the  bustling  stock-ind 
futures  pit. 

The  cheese  market  cou 
eventually  modernize, 
new  computerized  tra 
ing  system  may  be  inti 
duced  this  year,  and 
could  lead  to  expand 
use  of  the  Natior 
Cheese  Exchange.  Mea 
while,  New  York's  C< 
fee,  Sugar  &  Cocoa  E 
change  trades  a  chedd 
futures  contract.  B 
Green  Bay  is  still  t! 
Big  Cheese — even  if  i 
hostile  turf  for  Kraft. 

By  Greg  Bur 
in  Chica 


FADING 


during  &AN6E 


PERIOD 


Step  on  toes. 


Burn  bridges 


Bite  off  more  than  you  can  chew. 


w*m»  


But  not  more  than  you  can 
swallow.  (They're  waiting  for  you  back 
at  the  office.)  The  190-horsepower,  shift- 
on-the-fly  4-wheel-drive  Passport  EX. 
Call  1-800-33-HONDA,  ext.  576, 
or  http://www.honda.com  on  the 
Internet  for  more  information. 


itfarturedfor Honda  byjsuaim  Lafayette,  IK  Always  remember  to  "Tmtrt 'Lig/ttly!'""  « '1996  American  Honda  Motor  Co.,  lnr. 


COMMENTARY 


By  Joan  O'C.  Hamilton 


DAVID  PACKARD:  SILICON  VALLEY'S  CLASS  ACT 


Hewlett-Packard  Co.  is  one  of 
the  most  dramatic  success  sto- 
ries in  American  business. 
Bill's  and  Dave's  garage,  as  it  is 
known  around  Palo  Alto,  Calif.,  is 
the  designated  birthplace  of  Silicon 
Valley.  There,  in  the  1930s,  Stan- 
ford University  engineering  school 
chums  David  W.  Packard  and 
William  Hewlett  formed  a 
company  to  make  test 
equipment.  Eventually, 
Hewlett-Packard  brought 
out  all  manner  of  instru- 
ments, from  calculators  to 
computers  to  medical 
devices,  such  as  the  moni- 
tor that  tracked  my  daugh- 
ter's heartbeat  in  the 
hours  before  she  was  born. 

Today  hp  has  revenues  of 
more  than  $31  billion  and 
employs  some  100,000  peo- 
ple— including  my  husband. 
That  connection  means  I 
generally  have  to  recuse 
myself  from  writing  about 
the  company.  But  the  death 
of  David  Packard  on  Mar. 
26  at  the  age  of  83  isn't  an 
occasion  that  calls  for  ob- 
jectivity. It's  a  chance  to 
consider  the  impact  one  de- 
cent and  successful  individual  can 
have  on  the  world. 

Packard  and  Hewlett  were  well- 
known  for  working  in  short-sleeved 
shirts  in  their  spartan,  linoleum- 
floored  offices.  The  deep  respect  and 
concern  for  employees  they  called 
"the  hp  way"  now  is  synonymous 
with  corporate  integrity.  But  what's 
little  known  is  the  degree  to  which 
hp's  founders  gave  back,  through 
philanthropy,  the  money  they  made. 
CONFIDENTIAL.  As  a  cub  reporter  on 
The  Stanford  Daily  in  the  early 
1980s,  my  first  job  was  to  cover  the 
monthly  meeting  of  the  university's 
board  of  trustees.  Each  month,  I 
was  reminded  that  I  must  keep  con- 
fidential the  section  of  the  agenda  in 
which  anonymous  gifts  to  the  uni- 
versity were  noted.  Often,  such  con- 
tributions had  come  from  Packard, 
Hewlett,  or  their  personal  founda- 
tions. I  always  wanted  to  write 
about  it.  I  would  invariably  be  told, 


"No,  thank  you."  The  donors  did  not 
wish  any  publicity. 

By  the  time  I  became  a  business 
reporter,  Hewlett's  and  Packard's 
fortunes  had  grown  so  large,  as  had 
their  gifts,  that  it  became  impossible 
for  them  to  avoid  publicity  about  ei- 
ther, although  they  never  sought  it. 
Officials  reckon  the  two  have  given 


A  WEALTH  OF  CAUSES 

The  public  is  most  aware  of 
Packard's  $40  million  gift 
to  found  the  Monterey  Bay 
Aquarium,  but  in  all,  he 
gave  away  about  $1  billion 


Stanford  more  than  $300  million — an 
amount  nearly  equal,  when  adjusted 
for  inflation,  to  the  $25  million 
founding  gift  of  Jane  and  Leland 
Stanford.  Their  money  has  support- 
ed dozens  of  young  faculty  members 
in  science  and  engineering  in  addi- 
tion to  cutting-edge  facilities.  Uni- 
versity officials  say  the  pair  usually 
gave  these  funds  to  honor  the  mem- 
ory of  Stanford  engineering  profes- 
sor Frederick  Terman,  who  they  felt 
launched  their  careers. 

Hewlett,  up  in  years  and  in  frag- 
ile health,  prefers  to  remain  out  of 
the  spotlight.  As  for  Packard,  the 
public  is  probably  most  aware  of  the 
$40  million  he  gave  to  found  the 
wondrous  Monterey  Bay  Aquarium, 
run  by  his  daughter  Julie.  But  he 
did  much  more:  Packard's  31 -year- 
old  private  family  foundation  has  to 
date  dispersed  $480  million  to  good 
causes.  They  range  from  marine  bi- 
ology research,  training  child-care 


providers,  and  endowing  professor- 
ships at  universities  to  preserving 
historical  film  stocks  in  Hollywood 
and  helping  digitize  the  Library  of 
Congress. 

What's  more,  Packard's  aides  say 
that  he  gave  roughly  the  same 
amount  personally,  and  often  quietlj 
to  a  similar  set  of  causes.  He 

launched,  for  example,  a 
world-class  Children's  Hos- 
pital at  Stanford  in  memorj 
of  his  late  wife,  Lucile.  The 
9%  of  hp  stock  Packard  per 
sonally  owned  upon  his 
death,  now  worth  about  $4.: 
billion,  is  all  going  to  his 
family's  foundation,  which 
will  make  it  one  of  the  rich 
est  in  the  U.S. 
OPINIONATED.  The  high-tech 
landscape  Packard  helped 
map  has  spawned  its  share 
of  overnight  millionaires. 
But  too  many  of  them  seen: 
intent  on  living  out  a 
stereotype  of  techno-fame, 
talking  trash  about  rivals, 
hosting  flashy  parties,  and 
collecting  showy  cars  and 
trophy  girlfriends.  Their 
charisma  can  be  captivating 
their  tantrums  legendary. 
But  their  companies'  overtures  to 
public  service  invariably  seem  tied 
to  press  releases. 

Packard  wasn't  shy.  He  could  be 
cranky,  and  he  was  certainly  opin- 
ionated. When  Silicon  Valley  leaders 
threw  in  their  lot  with  Bill  Clinton 
in  the  last  Presidential  election, 
Packard,  a  lifelong  Republican,  fired 
off  a  letter  suggesting  they  had  all 
been  caught  in  the  "updraft  of  Bill 
Clinton's  hot  air  balloon."  But  he 
was  a  class  act.  I  clearly  remember 
seeing  his  tall,  thin  frame  slipping 
into  functions  quietly,  always  solici- 
tous of  Lucile.  "You  shouldn't  gloat 
about  anything  you've  done;  you 
ought  to  keep  going  and  try  to  find 
something  better  to  do,"  he  told  em 
ployees  in  1993,  when  he  stepped 
down  as  hp's  chairman. 
Now,  there's  a  legacy. 

Hamilton  has  covered  Silicon  Val- 
ley far  16  years. 
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NON-TOBACCO  RATES 


MONTHLY  RATES 


Copyright  1/90  All  Rights  Reserved 


MONTHLY  RATES 


$100,000 
lale  Female 


1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.80 
0.25 
0.67 
1.17 
1.67 
2.25 
2.84 
3.59 
4.25 
5.35 
6.50 
7.84 


11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.60 
11.80 
10.09 
10.59 
11.34 
11.67 
12.25 
12.67 
13.00 
13.34 
14.00 
14.67 


$250,000 
Male  Female 


18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
1175 
18.75 
18.75 
18.75 
18.75 
19.38 
20.42 
21.46 
22.71 
23.96 
25.21 
26.25 
27.71 
29.38 
31.05 
33.13 
35.00 


18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.96 
19.59 
20.21 
21.46 
23.13 
23.96 
25.21 
26.25 
27.30 
28.13 
28.96 
30.00 


$500,000 
Male  Female 


35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
36.67 
38.75 
40.84 
43.34 
45.84 
48.34 
50.42 
53.34 
56.67 
60.00 
64.17 
67.92 


35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.84 
37.09 
38.34 
40.84 
44.17 
45.84 
48.34 
50.42 
52.50 
54.17 
55.84 
57.92 


$1,000,000 
Male  Female 


68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
71.25 
75.42 
79.59 
84.59 
89.59 
94.59 
98.75 
104  59 
111.25 
117.92 
126.25 
133.75 


67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67  92 
67.92 
67.92 
67.92 
67  92 
67.92 
6959 
72.09 
74.59 
79.59 
86.25 
89.59 
94.59 
98.75 
102.92 
106.25 
109.59 
113.75 


Issue 
Age 


48 
49 

50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 


$100,000 
Male  Female 


19.25 
20.84 
22.75 
24.67 
26.92 
29.34 
31.84 
34.92 
38.34 
41  67 
45.50 
50.09 
55.67 
62.50 
70.34 
78.75 
87.75 
96.84 
106.17 
115.17 
125.17 
137.17 
152.92 
171.34 
192.09 


15.67 
16.92 
18.34 
19.67 
21.00 
22.67 
24.42 
2625 
28.25 
30.34 
32.75 
35.34 
37.84 
40.34 
43.34 
46.92 
51.34 
56.17 
60.84 
65.50 
69.67 
72.92 
75.42 
8242 
91.00 


215  50  102.09 
241.42  115.75 
269.92  131.42 


$250,000 
Male  Female 


37.50 
40.00 
42.92 
45.84 
49.17 
52.50 
56.67 
61  88 
67  30 
73.55 
80.21 
88.34 
97.71 
109.17 
121.46 
135.42 


31.05 
32.71 
33.96 
36.46 
39.38 
42.30 
45.42 
48  75 
52.30 
56.46 
61.46 
67.30 
73.55 
80.42 
88.75 
98.55 


150.84  109.80 
168.13  121.88 
187.30  131.46 
207  30  141.46 
229.59  152.09 
257.30  159.59 
292  50  170.42 
332.92  187.30 
378.75  207.92 
430.21  234.38 
486.88  266.46 
549.17  302.92 


$500,000 
Male  Female 


72.92 
77.92 
83.75 
89.59 
96.25 
102.92 
111.25 
121.67 
132.50 
145.00 
158.34 
174.59 
193.34 
216.25 
240.84 
268.75 
299.59 
334.17 
372.50 
412.50 
457.09 
512.50 
582.92 
663.75 
755.42 
858.34 
971.67 
1096.25 


60.00 
63.34 
65.84 
70.84 
76.67 
82.50 
88.75 
95.42 
102.50 
110.84 
120.84 
132.50 
145.00 
158.75 
175.42 
195.00 
217.50 
241.67 
260.84 
280.84 
302  09 
321.25 
338.75 
372  50 
413.75 
466  67 
530  84 
603.75 


$1,000,000 
Male  Female 


143.75 
153.75 
165.42 
177.09 
190.42 
203.75 
220.42 
241  25 
262.92 
287.92 
314.59 
347.09 
384.59 
430.42 
479.59 
535.42 
597.09 
666.25 
742.92 
822.92 
912.09 
1022.92 
1163.75 
1325.42 
1508.75 
1714.59 


117.92 
124  59 
129.59 
139.59 
151.25 
162.92 
175.42 
188.75 
202.92 
219.59 
239.59 
266.92 
287.92 
315.42 
348  75 
387.92 
432.92 
481.25 
519.59 
559.59 
602  09 
640.42 
67542 
742.92 
825.42 
931.25 


1941.25  1059.59 
2190.42  1205.42 


tiounts  available  upon  request.  Premiums  are  standard  rates  based  on  applicant's  age  at  issuance  of  policy.  Policies  are  non-cancellable  as  long 
iums  are  paid.  Premiums  may  be  paid  annually,  semi-annually,  and  monthly  bank  draft  only.  (A  no-cost  medical  exam  may  be  required  depending 
health,  or  amount  of  coverage  desired).  Policies  $100,000  and  above,  CE-82  Plus,  Policy  Form  No.  80-RCT-79D,  Graded  Premium  Level  Death 

0  age  95.  Premiums  increase  annually.  Policies  underwritten  by  The  Old  Line  Life  Insurance  Company  of  America,  A  USLIFE  Company,  707  North 

1  Street,  PO  Box  401,  Milwaukee,  Wl  53201-0401  (414)  271-2820.  Established  1910.  Over  $45  Billion  Dollars  of  Life  Insurance  in  force.  Rated 
erior)  by  A.M.  Best  Company*.  NOT  AVAILABLE  IN  ALL  STATES.  Paid  advertisement.  .An  opjnjon  not  a  recommendation. 


:  OLD  LINE  LIFE 

ince  Company  of  America 


tablished  in  1910  with  over 
5  Billion  Dollars  of  Life 
urance  in  Force 


ted  A+  (Superior )  by  A.M. 
st  Company* 


>/el  Death  Benefit  to  Age  95 


Application  Request  Form 

The  information  you  provide  will  be  kept  in  strict  confidence. 


NAME  

ADDRESS 
CITY  


.STATE. 


ZIP. 


DATE  OF  BIRTH  

AMT.  OF  INS.  DESIRED. 

HOME  PHONE  {  L 

BENEFICIARY  


MALE  □  FEMALE  □ 


 TOBACCO^  NON-TOBACCO  □ 

.  WORK  PHONE (  )   


The  best  time  to  call  me  is: 

□  Morning  □  Afternoon  □  Evening     (  □  Home  □  Work) 

I  wish  to  pay  my  premiums:  L~ZD  Annually  □  Semi-Annually   □  Monthly  Bank  Draft 

ADDITIONAL  APPLICATION  REQUESTED  FOR: 

NAME  


DATE  OF  BIRTH  

AMT.  OF  INS.  DESIRED  

Comments:  

LTD  I  wish  to  cover  my  children 

OLL  FORM  JJ-9003 


MALE  □  FEMALE  □ 


.  TOBACCOn  NON-TOBACCO  □ 


OLL  CE82 


Are  You  Paying  too  much 
for  Your  Term  Insurance? 


For  More  Information  Call: 
For  Priority  Service  -  Fax: 

A  IfcilFE  COMPANY 

MONTHLY  RATES 


1-800-955-9211 
1-800-387-4236 


TOBACCO  RATES 


MONTHLY  RATES 


Issue 
Age 


20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
4  7 


$100,000 
Male  Female 


1659  16.09 

16.59  16.09 

1659  16.09 

16.59  16.09 

16.59  16.09 

16.59  16.09 

16.59  16.09 

16.59  16.09 

16.59  16.09 

16.59  16.09 

16.59  16.09 

16  84  16.09 
17.09  16.09 
17.42  16.09 
17.67  16.09 

17  92  16.09 
18.59  16.42 
19.59  16.84 
20.59  17.17 
21.92  18.17 
2317  19.50 
24.84  20.34 
2642  21.42 
28.34  22.42 
30  50  23.25 
33.25  24.00 
35.42  25.00 
37  84  26  00 


$250,000 
Male  Female 


34  38 
34.38 
34.38 
34.38 
34  38 
34.38 
34.38 
34.38 
34  38 
34.38 
34.38 
3500 
35.63 
36.25 
36.88 
37.30 
38.96 
41.25 
43.75 
46.88 
50.00 
53.96 
57.71 
61.67 
66.67 
72.09 
76.05 
80.00 


31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31  25 
31  25 
31  25 
32.30 
33  34 
34.38 
36.67 
39.80 
41.67 
44.17 
46.46 
48.75 
50.63 
51.88 
53.55 


$500,000 
Male    .  Female 


66.67 
66.67 
66.67 
6667 
6667 
66.67 
66.67 
66.67 
66  67 
66.67 
66.67 
67.92 
69.17 
70.42 
71.67 
72.50 
75.84 
80.42 
85.42 
91.67 
97.92 
105.84 
113.34 
121.25 
131.25 
142.09 
150.00 
157.92 


60.42 
60.42 
60.42 
6042 
60.42 
60.42 
6042 
60.42 
60.42 
6042 
6042 
60.42 
60.42 
60.42 
60.42 
60.42 
62.50 
64  59 
66.67 
71.25 
77.50 
81.25 
8625 
90.84 
95.42 
99.17 
101  67 
105.00 


$1,000,000 
Male  Female 


131.25 
131.25 
131  25 
131.25 
131.25 
131.25 
131.25 
131.25 
131  25 
131.25 
131.25 
133.75 
136.25 
138.75 
141.25 
142.92 
149.59 
158.75 
168.75 
181.25 
193.75 
209.59 
224.59 
24042 
260.42 
28209 
297.92 
313.75 


118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
118.75 
122.92 
127  09 
131  25 
14042 
152.92 
160.42 
170.42 
179.59 
188.75 
196.25 
201.25 
207.92 


Issue 

$100,000 

$250,000 

$500,000 

$1,000,0 

Aqe 

Male 

rcl  l  laic 

r ei  i  idle 

Pom  alii 
rclnalc 

re 

48 

40.42 

27.50 

84.80 

55.42 

167.50 

108.75 

332.92 

21 

49 

43.17 

29  42 

89.59 

57.92 

177  09 

1 13.75 

352.09 

22 

50 

46.50 

31 .67 

95.00 

60.42 

187.92 

1 18  75 

373.75 

23 

51 

49  34 

34  00 

101 .05 

64  59 

200.00 

127.09 

397.92 

25 

52 

52  25 

36.34 

107  09 

69  17 

212.09 

136.25 

422.09 

27 

53 

55.42 

39.34 

1 13.75 

74.17 

225.42 

146.25 

448.75 

29 

54 

58.50 

42.34 

121 .88 

79.38 

241  67 

156  67 

481.25 

31 

55 

62.25 

45.67 

131.67 

84.59 

261.25 

167.09 

520  42 

33 

56 

AP  "\A 
DO. 34 

4y.ou 

14U.21 

90.42 

278.34 

1 78.75 

554.59 

35 

57 

74.34 

53.50 

149.38 

97.71 

296.67 

193.34 

591.25 

30 

58 

81.34 

58.34 

158.96 

106.25 

315.84 

210.42 

629.59 

41 

59 

89  59 

63.34 

170.42 

116.25 

338.75 

230.42 

675.42 

45 

60 

99.50 

68.34 

183.55 

127.30 

365.00 

252.50 

727.92 

50 

61 

111.84 

73.00 

204.17 

139.17 

406.25 

276.25 

810.42 

55 

62 

125.92 

78.42 

226.67 

153.75 

451.25 

305.42 

900.42 

60 

63 

141.17 

84.92 

251.88 

170.63 

501.67 

339.17 

1001.25 

67 

64 

157.34 

93.00 

280.00 

190.21 

557.92 

378.34 

1113.75 

75 

65 

17367 

102.00 

310.84 

211.46 

619.59 

420.84 

1237  09 

83 

66 

190.50 

110.92 

344.38 

228.55 

686  67 

455.00 

1371.25 

90 

67 

206.67 

119.84 

378  55 

247.09 

755.00 

492.09 

1507.92 

98 

68 

224.67 

128.00 

417.09 

266.67 

832.09 

531.25 

1662.09 

106 

69 

246.34 

134.59 

464.38 

284.80 

926.67 

567.50 

1851.25 

113 

70 

274.75 

139.67 

525.00 

301.46 

1047  92 

600.84 

2093.75 

119 

71 

307  75 

151.34 

597.71 

332.30 

1193  34 

662.50 

2384.59 

132 

72 

34509 

165.42 

680.21 

370.00 

1358.34 

737.92 

2714.59 

147 

73 

387.25 

183.92 

772.92 

418.13 

1543  75 

834  1  7 

3085.42 

166 

74 

433.84 

206.67 

875.21 

477.09 

1748.34 

952.09 

3494.58 

190 

75 

485.17 

232.50 

987  09 

543.96 

1972  09 

1085  84 

3942.09 

216 

Other  amounts  available  upon  request.  Premiums  are  standard  rates  based  on  applicant's  age  at  issuance  of  policy.  Policies  are  non-cancellable  as 
as  premiums  are  paid.  Premiums  may  be  paid  annually,  semi-annually,  and  monthly  bank  draft  only.  (A  no-cost  medical  exam  may  be  required  depei 
on  age,  health,  or  amount  of  coverage  desired).  Policies  $100,000  and  above,  CE-82  Plus,  Policy  Form  No.  80-RCT-79D,  Graded  Premium  Level  [ 
Benefit  to  age  95.  Premiums  increase  annually.  Policies  underwritten  by  The  Old  Line  Life  Insurance  Company  of  America,  A  USLIFE  Company,  707 1 
Eleventh  Street,  PO  Box  401,  Milwaukee,  Wl  53201-0401  (414)  271-2820.  Established  1910.  Over  $45  Billion  Dollars  of  Life  Insurance  in  force.  F 
A+  (Superior)  by  A.M.  Best  Company*.  NOT  AVAILABLE  IN  ALL  STATES.  Paid  advertisement.  .An  opjnion  no,  a  recommen( 
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n  Business  This  Week 


ITED  BY  KELLEY  HOLLAND 


IE  MOTHER  OF  ALL 
ILL  MERGERS 

S   MALL   OF   AMERICA  IS 

>ut  to  grow.  Simon  Prop- 
y  Group,  developer  of  the 
>omington  (Minn.)  mall, 
1  DeBartolo  on  Mar.  26 
lounced  a  stock  deal 
rth  nearly  $1.5  billion.  A 
rged  Simon  and  DeBarto- 
the  nation's  two  biggest 
•pping-mall  developers, 
1  have  111  regional  malls, 
community  centers,  and 
specialty  retail  centers  in 
states.  Simon  Property's 
vk\  Simon  becomes  ceo  at 
i  new  company,  to  be 
;ed  in  his  hometown  of  In- 
napolis.  Both  companies 
nt  public  in  the  last  three 
irs,  but  neither  stock  has 
\e  well  in  the  depressed 
ail  climate.  DeBartolo  will 


CLOSING  BELL 


WIDER  SPECTRUM 

jftware  Spectrum  may  be 
jying  a  money-loser,  but  it 
ill  more  than  double  its 

000  customers.  On  Mar.  25, 
le  company  said  it  would 

,iy  software  distributor 
loghead's  corporate,  govern- 
ent,  and  education  division 
ir  $45  million.  That  will 
ake  Spectrum  the  world's 
rgest  reseller  of  PC  soft- 
are  and  help  it  expand 
lobally.  Wall  Street  liked  the 
iove:  In  NASDAQ  trading  on 
lar.  25,  the  company's  stock 
ise  $3,  to  22.75,  before 
rofit-taking  pushed  it  back 

1  21.75  on  Mar.  26. 


0  ■  .   ■   i   ■  ■   ■   i   t  l   i   r   i   ■   ■   ■  -i — i 

MAR,  1,  '96  MAR.  26 

"  DfTA  BLOOMBERG  FINANCIAL  MARKETS 


give  Simon  a  stronger  pres- 
ence in  the  important  Flori- 
da market.  The  new  compa- 
ny could  save  $9  million  in 
overhead. 


SCORE  ONE  FOR  THE  BANKS. 

On  Mar.  26  the  High  Court 
ruled  unanimously  in  favor 
of  Barnett  Banks,  based  in 
Jacksonville,  Fla.,  deciding 
state  regulators  can't  over- 
rule a  federal  law  allowing 
national  banks  to  sell  insur- 
ance in  small  towns.  Bankers 
in  many  states  have  been 
using  the  loophole  to  sell  in- 
surance statewide — but  Flori- 
da has  a  state  law  prohibit- 
ing insurance  sales  by  banks. 
In  the  wake  of  the  ruling, 
House  Republicans  are  ex- 
pected to  amend  a  pending 
banking  bill  to  allow  linkups 
between  banks  and  insurance 
companies. 


THE  FEDERAL  AVIATION  AD- 

ministration  finally  joins  the 
space  age.  The  faa,  long 
criticized  as  slow-moving,  on 
Apr.  1  plans  to  unveil  sweep- 
ing reforms  to  make  it 
fleeter  of  foot,  faa  Adminis- 
trator David  Hinson  aims  to 
save  $200  million  during  the 
next  three  years  through 
staff  downsizing  and  effi- 
ciency moves,  and  by  halving 
the  time  it  takes  to  get  new 
gear  for  air  traffic  control, 
weather  tracking,  and  flight 
planning  into  the  field.  It's 
about  time:  The  number  of 
Americans  traveling  by  air, 
now  512  million,  is  growing 
4%  annually. 


PRESIDENT  CLINTON  IS  ANXIOUS 

about  economic  anxiety.  So 
on  Apr.  10,  he  will  host  60 


corporations  at  a  White 
House  event  designed  to  pro- 
mote good  corporate  citizen- 
ship. On  the  event's  agenda  is 
an  awards  ceremony  for  10 
exemplary  companies  and  a 
how-to  on  such  issues  as  es- 
tablishing pension  plans  in 
small  companies.  For  now, 
Clinton  is  eschewing  propos- 
ing tax  incentives  or  penal- 
ties built  around  corporate 
behavior  toward  employees. 
But  sources  say  that  could 
change  once  the  Democratic 
Party  meets  its  campaign 
fund-raising  goal  of  $123  mil- 
lion, most  of  it  from  corpo- 
rate donors. 


FAIR  PLAY 
AT  THE  FIRM? 

THE  VERDICT  IS  IN.  A  FEDERAL 

jury  on  Mar.  22  ordered  the 
Chicago  law  firm  Katten, 
Muchin  &  Zavis  to  pay  a 
former  black  associate  $2.5 
million  in  damages  for  alleged 
racial  discrimination.  Law- 


rence Mungin,  a  Harvard 
Law  School  graduate,  charged 
that  the  firm  paid  him  less 
than  white  associates,  failed 
to  assign  him  rewarding 
work,  and  didn't  consider 
him  for  partner  after  IVi 
years — as  its  policy  required 
it  to  do.  "The  firm  quite 
frankly  was  callous,"  says 
Abbey  Hairston,  Mungin's 
attorney.  Michael  Zavis,  a 
partner  at  Katten  Muchin, 
says  there  is  "no  factual  ba- 
sis" for  the  decision  and 
vows  to  appeal. 

ET  CETERA . . . 

■  Inco  launched  a  $3.3  billion 
takeover  bid  for  Diamond 
Field  Resources. 

■  New  York  police  Commis- 
sioner William  Bratton  will 
join  First  Security  Services. 

■  Northrop  Grumman  is  cut- 
ting its  military  aircraft 
workforce  by  about  2,100. 

■  General  Motors  and  EDS 
could  announce  by  Apr.  1  the 
terms  of  their  split-up. 


BANKS  UNPLUG  A 
POLICY  LOOPHOLE 


REFITTING 
THE  FAA 


HEADLINER:  DONNA  MOORE 


A  ZONE  OF  HER  OWN 


Donna  Moore  has  her  own 
playground — and  it's  a 
mess.  As  new  president 
and  ceo  of  Discovery 
Zone,  she'll  have 
free  rein  to  clean 
up  the  company, 
which  filed  for 
bankruptcy  on 
Mar.  25.  The 
chain  remains 
49%  owned  by 
Viacom,  though 
Viacom's  chief,  Sum 
ner  Redstone,  and  deputy 
chairman,  Phillippe  Dau- 
man,  left  the  board  the 
day  Moore  got  her  job, 
giving  her  added  freedom. 

It  won't  be  fun  and 
games.  She  plans  to  close 
at  least  30  of  dz's  300 
stores.  She  will  also  spiff 
up  the  Spartan  parent 
waiting  rooms — adding 


muffins  and  cappuccino 
machines — modernize  the 
game  rooms,  and  update 
dz's  marketing.  "A  suc- 
cessful reorganiza- 
tion will  address 
the  problems 
caused  by  the 
company's 
rapid  expansion 
and  put  dz  on  a 
stronger  finan- 
cial footing,"  she 
said  in  a  statement. 
Before  joining  dz  in  late 
1994,  Moore,  56,  built  Dis- 
ney Stores  from  two  loca- 
tions to  150,  and  Williams- 
Sonoma  from  17  to  80.  She 
also  helped  revamp  Laura 
Ashley's  North  American 
operations.  Time  will  tell  if 
playgrounds  are  easier  to 
sell  than  flowered  dresses. 

By  David  Greising 


BILL:  FRIEND  OF  THE 
EMPLOYEE-FRIENDLY 
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Flash  memory 

That's  more  than  a  headline.  It's  our  culture.  It's  our  track  record.  Since 

to  deliver  the 
performance 

creating  our  first  microchip  27  years  ago,  we've  been  passionately  committed  and  qua|ity 

cellular  phone 

to  one  thing:  building  partnerships  that  set  no  limits  on  our  customers.  It's  customers 

demand. 

made  us  successful.  More  importantly,  it's  helped  our  partners  succeed:  Motorola. 
Hewlett  Packard.  Siemens.  Acer.  Cisco.  The  list  goes  on,  long  into  the  night. 


AMD£t 

Run  with  it . 


For  more  information:  1-800-2  2  2-93  2  3    Internet:  http://www.amd.com 

©  1996  Advanced  Micro  Devices.  Inc  AMD  and  the  AMD  logo  are  registered  trademarks  and  Run  with  it  is  a  trademark  of  Advanced  Micro  Devices,  Inc 
All  other  names  are  property  of  their  respective  holders 


We  not  only 

help  you 


reexiffmeer 


your  company's 
travel  p 


rofiram. 


We  even 

send  you 

the 


When  it  comes  to  making  travel  more  cost- 
effective  and  productive,  you  can  depend  on 
American  Express,  a  Because  when  you  join 
our  Corporate  Card  program,  we'll  assign  a 
personal  representative  (or  a  whole  team 
of  them)  to  get  to  fyiow  your  company. 
They  'll  observe,  measure,  evaluate  and  advise. 
I  And  they  remain  available  to  you  for 
consultation  on  an  ongoing  basis,  along 
with  the  many  knowledgeable  people 
and  resources  behind  the  Corporate  Card 
program .  Which  means  you  can  save 
at  least  three  to  five  percent  on  your 
total  travel  and  entertainment  budget 
and  an  additional  10  to  20%  on  process 
reengmeering.  When  you  see  all  the  ways 
we  can  save  you  money,  you  might  just 
think^  of  us  as  an  engineering  miracle.  8  For 
more  information,  call  us  at  1-800-JXP-1200. 
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This  is  where  the  difference  shows. 


CORPORATE 


Washington  Outlook 


MTED  BY  OWEN  ULLMANN 


VILL  SILICON  VALLEY  BECOME 
I0LE  COUNTRY? 


Jour  basic  yellow-legal-pad  kind  of  guy.  Bill  Clinton  is 
r  hardly  a  technophile  in  the  mold  of  Web-surfing  Viee- 
I  President  Al  Gore.  But  during  the  1992  campaign  and 
rly  in  his  Presidency,  Clinton  became  the  darling  of  Silicon 
lley  by  promising  the  high-tech  industry  everything  from  a 
rmanent  research  and  development  tax  credit  and  boosts  in 
:hnology  funding  to  a  lifting  of  export  controls  on  sophis- 
ated  electronics.  GOP-leaning  tech  execs,  including  Hewlett- 
ckard  Co.'s  John  Young  and  Oracle  Corp.'s 
wrence  J.  Ellison,  ran  to  his  side. 
Nowadays,  however,  many  high-tech  ceos 
:w  the  President  more  as  a  chump  than 
impion — a  turnabout  that  gives  Bob  Dole 

opportunity  to  woo  the  Valley  crowd  back  to 
5  gop.  The  execs  fault  the  Administration 
■  failing  to  make  the  r&d  credit  permanent, 
itinuing  an  export  ban  on  powerful  encryp- 
n  software,  not  pushing  harder  for  deficit 
luction,  and — most  important — vetoing  a  bill 
it  would  protect  high-tech  companies  from 
volous  shareholder  suits.  "There  are  a  whole 
"ies  of  issues  where  Clinton  has  not  come 
-ough,"  gripes  Robert  W.  Holleyman,  presi- 
nt  of  the  Business  Software  Alliance.  In- 
sd,  federal  records  show  a  $1,000  contribution 
t  year  by  Ellison  to  the  Dole  campaign,  a 
nation  Ellison  now  says  he's  unaware  of. 
RPRiSE  VETO.  The  72-year-old  Kansas  senator 
hardly  a  cybernaut,  but  he  is  attracting  some 
rh-tech  attention.  Companies  are  backing  a  bill  introduced 

Senators  Conrad  Burns  (R-Mont.)  and  Patrick  J.  Leahy 
-Vt.)  that  would  ease  export  controls  on  encryption  soft- 
ire,  a  move  much  coveted  by  the  industry.  "We  were 
inned  to  find  that  one  of  the  sponsors  is  Bob  Dole,"  says 
:nneth  R.  Kay,  executive  director  of  the  Computer  Systems 
licy  Project,  a  group  of  computer  industry  ceos. 
Certainly,  the  industry  had  a  strong  incentive  to  check 


WIRED:  Gore 
get  a  school 


out  Dole  after  Clinton's  surprise  veto  of  the  securities  litiga- 
tion reform  bill  on  Dec.  19.  (Congress  easily  overrode  the 
veto.)  Valley  companies,,  frequent  targets  of  costly  share- 
holder suits,  had  made  litigation  relief  a  litmus  test.  Clinton's 
veto  decision  left  them  feeling  betrayed.  High-tech  consultant 
and  Clinton  fan  Regis  McKenna  even  fired  off  a  vitriolic 
E-mail  protest  to  the  White  House.  The  veto  "caused  us  to 
wonder  how  valuable  the  high-tech  industry  really  is  to  the 
Administration,"  says  George  H.  Sollman,  ceo 
of  Centigram  Communications  Corp.,  a  multi- 
media systems  maker  in  San  Jose.  "Clinton 
handed  Dole  a  huge  opportunity." 
NO  GRUDGE.  Industry  leaders  say  it's  too  soon  to 
tell  how  far  Dole  can  ride  this  wave  of  discon- 
tent; he  has  been  quiet  on  many  tech  issues  so 
far.  What's  more,  the  Valley's  oft-libertarian 
execs  are  spooked  by  Dole's  rightward  tilt  on 
social  issues  and  his  recent  call  for  corporate  re- 
sponsibility. Thanks  to  this  "big  anticorporate 
populist  wave,"  says  John  Yochelson,  president 
of  the  Council  on  Competitiveness,  it's  unclear  if 
Dole  is  a  better  bet  than  Clinton. 

Still,  both  sides  crave  bragging  rights  that 
come  with  the  backing  of  America's  fast-growth 
industries.  Dole  has  tapped  a  high-tech  adviser 
and  visited  a  group  of  Valley  ceos  earlier  this 
year.  And  on  Mai-.  22,  Democratic  National  Com- 
mittee staffers  queried  high-tech  investment 
"  banker  Sanford  R.  Robertson  about  gathering  20 
tech  ceos  for  a  chat  with  Clinton.  "He's  trying  very  hard  to 
win  these  people  back,"  says  Robertson.  Both  McKenna  and  El- 
lison are  sticking  with  Clinton.  "I  think  he  is  the  best  thing 
right  now  that  is  happening  for  the  technology  industry,"  he 
says.  But  glum  Clintonites  admit  that  view  may  be  the  ex- 
ception. Getting  the  Valley  back  on  board  in  '96  will  be  tough — 
especially  for  a  yellow-pad  President. 

By  John  Carey,  with  Kathy  Rebello,  in  San  Francisco 


and  Clinton 
Internet-ready 


CAPITAL  WRAPUP 


:0DAK  CALLS  FOR  BACKUP 

•  Eastman  Kodak  Co.,  frustrated  that 
ss  unfair-trade  case  against  the  Japa- 
iese  government  and  Fuji  Photo  Film 
k>.  is  going  nowhere,  is  trying  to  build 
iew  political  support  for  its  cause.  It 
ras  elated  last  year  when  the  Clinton 
Administration  launched  a  trade  inves- 
igation  that  could  lead  to  sanctions  if 
alks  with  Tokyo  proved  fruitless.  But 
J.  S.  trade  officials  have  been  stymied 
ver  Japan's  refusal  to  even  sit  down 
.t  the  bargaining  table.  So  an  anxious 
Codak  is  now  lobbying  Congress  for 


help  in  turning  up  the  heat  on  both 
U.  S.  and  Japanese  trade  officials. 

Why  has  the  case,  alleging  anticom- 
petitive practices  by  Fuji  and  Japan- 
ese officials  to  limit  Kodak's  access  to 
the  Japan  market,  languished?  Kodak 
didn't  foresee  the  sea  change  in  U.  S.- 
Japan trade  relations  triggered  by  last 
year's  auto  trade  flap  and  the  advent 
of  the  World  Trade  Organization, 
which  restricts  unilateral  action  by  the 
U.  S.  Tokyo,  betting  that  Washington 
is  merely  bluffing  about  sanctions,  has 
decided  to  stonewall  on  Kodak  and 
other  trade  disputes. 


NEW  BUDGET  BOSS 

►  The  next  head  of  the  Office  of  Man- 
agement &  Budget  is  likely  to  be 
Deputy  Director  Jacob  J.  "Jack"  Lew, 
Clinton  Administration  insiders  say.  A 
top  aide  to  late  House  Speaker 
Thomas  P.  "Tip"  O'Neill  Jr.  (D-Mass.), 
Lew  served  first  as  the  omb's  chief  lob- 
byist and  later  as  omb  Director  Alice 
M.  Rivlin's  top  assistant.  Rivlin  will 
leave  her  omb  post  after  the  Senate 
confirms  her  as  vice-chairman  of  the 
Federal  Reserve  Board.  Hill  approval 
is  expected  within  a  few  weeks. 
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WHEN  JOBS 
TAKE  MINUTES 
A  BUSINESS 


IT'S  AN  INVITATI  „ 
ABSOLUTE  DOMI 


I 


■ 


You're  cordially  invited  to  run  your  database  one  hundred 
times  faster?  To  keep  warehouses  of  information  at  your 
fingertips.  And  turn  queries  that  were  once  a  waste  of  tune 
into  market  leverage.  Innovative  enterprises  around  the  world 
have  already  accepted.  After  all,  the  unparalleled  industry 
benchmarks  set  by  our  VLM64  technology  are  hard  to  ignore. 
2^9^^"^    As  is  the  chance  to  command  four  billion 
times  the  memory  of  32-bit  technology.  Naturally, 
&M£*ES     Oracle,  Sybase,  SAP  and  other 

e-^v^r  VLM64  TECHNOLOGY. 

,»    INFORMATION  IN  OVERDRIVE. 

software  makers  are,  to  put  it  mildly,  impressed.  Enough  to 
create  advanced  applications  and  databases  specifically  for 
the  Digital  UN IXs  and  Open  VMS r'  systems.  Empowering 
businesses  to  reap  the  full  potential  of our  64-bit,  very  large 
memory  technology.  And  put  absolute  dominance  within 
your  grasp.  To  reserve  your  place,  call 
WHATEVER  IT  TAKES        1-800-DIGITAL  (press  4),  visit  us  at 


□BSDOBD 


http://www.digital.com  ore-mail  to  moreinfo@digital.com. 

ACA 

•Performance  information,  benchmarked  by  Oracle  Corporation,  running  Oracle? ,M  Details  available  upon  request  'Complex  queries  performance 
testing  based  on  live-way  joins  and  ad  hoc  queries  based  on  three-way  joins  -PI996  Digital  Equipment  Corporation  Digital,  the  DIGITAL  logo  and 
OpenVMS  are  trademarks  and  Whatever  It  Takes  is  a  service  mark  of  Digital  Equipment  Corp  UNIX  is  a  registered  trademark  in  the  United  States 
and  other  countries,  licensed  exclusively  through  X/Open  Company.  Ltd  Digital  UNIX  V3  2  on  Alpha  is  an  XVOpen  UNIX93  branded  produrt 
Oracle?  is  a  trademark  of  Oracle  Corporation  All  other  products  are  trademarks  or  registered  trademarks  of  their  respective  enmnames 


International  Business 


TAIWAN 


AFTER 

THE 

STORM 

Both  sides  are  making 
conciliatory  gestures,  but... 


Lee  is  sending  mixed  signals.  He  says  he's  too 
busy  to  travel  abroad,  which  should  please 
Beijing.  But  he  won't  abandon  U.N.  membershi 


After  weeks  of  escalating  tensions 
in  the  Taiwan  Strait,  the  situation 
suddenly  appears  calm.  Following 
Taiwan  President  Lee  Teng-hui's 
resounding  victory  in  the  island's  presi- 
dential election  on  Mar.  23,  both  Taipei 
and  Beijing  have  been  making  concilia- 
tory gestures  aimed  at  lowering  the 
heat.  Everything  from  opening  direct 
trade  links  to  holding  high-level  meet- 
ings is  being  bandied  about.  The  U.  S. 
aircraft  carrier  Independence  is  return- 
ing to  its  port  in  Japan,  while  other 
warships  are  scheduled  to  depart  soon. 
"I  think  this  particular  crisis  is  behind 
us  now,"  U.  S.  Defense  Secretary 
William  J.  Perry  said  after  the  election. 

Not  so  fast.  While  China  and  Taiwan 
are  searching  for  ways  to  defuse  ten- 
sions, they  are  a  long  way  from  bridging 
the  deep  rifts  separating  them.  Distrust 
on  both  sides  remains  high,  and  Chi- 
na's military  is  determined  to  keep  the 
pressure  on  Lee.  "They're  on  their  hon- 
eymoon," says  Tai  Ming  Cheung,  a  Chi- 
nese military  analyst  at  Kim  Eng  Secu- 
rities in  Hong  Kong,  "but  it  will  end  in 
a  very  acrimonious  marriage." 
RED  TAPE.  In  the  weeks  before  Lee's 
May  20  inauguration,  both  governments 
will  likely  float  trial  balloons  in  a  push 
to  get  relations  on  track.  The  opening 
signals  are  coming  from  Taipei.  Just 
days  after  the  election,  Economics  Min- 
ister Chiang  Pin-kung  indicated  that  the 
government  will  go  ahead  with  legisla- 
tion to  allow  some  direct  trade  and  in- 
vestment with  the  mainland.  Taiwanese 
have  invested  about  $25  billion  there 
but  have  been  hindered  by  restrictions 
forcing  them  to  go  through  Hong  Kong 
or  other  third  parties.  On  another  front, 
Lee  knocked  down  speculation  that  he 
would  make  another  high-profile  inter- 


national trip,  saying  he  will  be  too  busy 
to  travel  abroad  this  year. 

In  Beijing,  where  leaders  want  Lee 
to  increase  trade  and  lower  his  profile, 
those  gestures  may  be  well-received. 
The  Chinese  insist  that  Taiwan  stick  to 
a  one-China  policy  and  refrain  from  lob- 
bying to  upgrade  its  international  status. 
After  Lee's  victory,  more  moderate  pol- 
icymakers in  the  Chinese  leadership  ap- 
pear to  have  louder  voices  than  the 
hard-liners,  who  clearly  overplayed  their 
hand  with  the  military  exercises.  But 


the  leadership  will  be  monitoring  Le 
every  move.  If  he  appoints  members 
the  pro-independence  Democratic  P 
gressive  Party  to  his  Cabinet,  revan 
the  constitution  in  a  way  that  mal 
the  island  more  independent,  or  p 
chases  advanced  U.  S.  weaponry,  Ch 
could  rev  up  the  pressure  again. 

Indeed,  hard-liners  remain  deeply  c 
trustful  of  Lee,  who  says  he  still  wai 
Taiwan  to  win  a  seat  in  the  U.  N.  Wl 
hard-liners  may  take  a  back  seat 
now,  the  military  option  has  not  be 
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credited.  A  large  number  of  troops 
ikely  to  be  permanently  deployed 
oss  from  Taiwan  in  Fujian  province, 
orts  Hong  Kong's  pro-Beijing  news- 
er  Wen  Wei  Po,  which  says  that  bar- 
ks that  had  long  been  empty  are  be- 
reopened.  Beijing's  leaders  "may  not 
e  hostile  words  for  Taiwan,  but  that 
sn't  mean  they  have  softened  their 
ition,"  says  Andrew  Yang,  secretary 
eral  of  the  Chinese  Council  of  Ad- 
ced  Policy  Studies  in  Taipei, 
^he  Chinese  military  may  be  taking 
antage  of  the  pause  to  assess 
needs.  The  American  intervention 
this  showdown  indicates  to  the 
iple's  Liberation  Army  that  it  needs 
h  high-tech  weaponry  and  improved 
itegies  and  tactics,  particularly 
dealing  with  carrier  battle  groups, 
mces  are  the  military  will  push 
new  weapons,  such  as  better  long- 
ge  missiles. 

ing  TIME.  Lee  is  still  in  a  delicate 
ation,  needing  to  balance  Taiwan's 
ire  for  greater  global  recognition 
h  maintaining  harmonious  relations 
h  the  mainland.  His  goal  is  to  buy 
e  and  hope  for  a  day  when  China  is 
*e  open  and  democratic.  Many  of  his 
porters,  strongly  anti-Beijing,  want 
i  to  find  a  formula  that  will  not  lock 
wan  into  the  mainland's  embrace, 
lging  tough,  Lee's  Cabinet  members 
st  that  they  will  negotiate  with  Chi- 
as  "equals,"  something  Beijing  will 
accept.  Thus  the  two  governments 
f  not  be  able  to  agree  on  where  to 
1  talks,  what  preconditions  to  attach, 
low  to  handle  protocol  issues, 
"he  Taiwanese  also  remain  profound- 
vary  of  China's  intentions,  particu- 
y  in  view  of  its  most  recent  moves  in 
rby  Hong  Kong.  After  the  Taiwanese 
ition,  Beijing  confirmed  that  it  will 
land  Hong  Kong's  existing  legisla- 
i,  which — to  China's  dismay — has  be- 
le  more  of  a  democratic  decision-mak- 
body.  Moreover,  China  demands  that 
lg  Kong  officials  support  a  Beijing- 
ked  provisional  legislature  if  they 
it  to  serve  in  the  Hong  Kong  gov- 
ment  after  the  July,  1997,  turnover, 
n  the  weeks  leading  up  to  Lee's 
hly  anticipated  inaugural  address, 
i  Beijing  and  Taipei  will  find  ways  to 
ew  contacts.  "The  Chinese  don't  ex- 
t  all  their  demands  to  be  met,  and 
wan  really  can't  fold  on  all  its  de- 
lds,"  says  a  Western  analyst  in  Hong 
lg.  "But  they  both  want  and  need  a 
1  to  get  along  with  each  other."  That 
asier  said  than  done.  In  these  sensi- 
3  times,  today's  becalmed  Taiwan 
ait  could  once  again  turn  into  ex- 
ifiely  rough  waters. 
■iy  Joyce  Barnatlmn  in  Hong  Kong 
I  Margaret  Dawson  and  Pete  Engar- 
in  Taipei 


THE  RIGHT  MAN  IN  THE  RIGHT  PLAGE 
AT  THE  RIGHT  TIME? 


When  Ambassador  James  Sass- 
er  had  his  first  get-together 
with  American  journalists 
after  arriving  in  Beijing  in  Febru- 
ary, he  got  right  to  the  point.  Dur- 
ing a  chat  over  tea,  he  informed 
them  that  the  chocolate  chip  cookies 
they  were  munching  were  made 
from  a  recipe  of  Hillary  Rodham 
Clinton's. 

With  18  years  of  congressional  ex- 
perience and  close  connections  to 
both  President  Clinton  and  Vice- 
President  Gore,  the  former  senator 
from  Tennessee  is  banking  that  his 
credentials  as  a  Washington  insider 
will  make  up  for  a 
dearth  of  China  experi- 
ence and  allow  him  to 
mend  fragile  Sino-U.  S. 
relations.  The  Chinese 
seem  open  to  that.  "We 
hope,  because  of  his 
special  role,  he  can  talk 
to  Congress  so  as  not 
to  fan  the  flames,"  says 
Su  Ge,  professor  of  in- 
ternational studies  at 
the  Foreign  Affairs 
College  in  Beijing. 

As  a  result,  both  the 
Chinese  and  the  Amer- 
icans want  to  make 
Sasser's  diplomatic 
posting  work.  After 
eight  months  without  a 
U.  S.  ambassador  in 
Beijing,  everyone 
seems  relieved.  "The 
fact  that  he's  coming  in 
during  a  crisis  has  giv- 
en him  a  perfectly  nat- 
ural excuse  to  call  on  everyone  under 
the  sun,"  says  a  Western  diplomat. 
Sasser's  meetings  with  Chinese  lead- 
ers haven't  been  the  customary  five- 
minute  sessions  over  jasmine  tea.  In- 
stead, Sasser,  59,  has  been  sitting 
down  for  lengthy  talks  with  Presi- 
dent Jiang  Zemin,  Premier  Li  Peng, 
and  other  top  leaders. 
BATTLEFIELD  PROMOTION.  The  Chi- 
nese hope  to  establish  a  new  channel 
through  Sasser  partly  because  their 
faith  in  State  Dept.  promises  has 
been  shaken.  It  was  Secretary  of 
State  Warren  Christopher  who 
vowed  Washington  wouldn't  grant  a 
visa  to  Taiwan's  Lee  Teng-hui — only 
to  be  overturned.  "They  are  treating 
Sasser  like  he's  at  a  higher  protocol 


THE  POWER  OF  PULL 

Sasser's  Washington 
connections  are  paying 
off  in  China,  where  he 
is  considered  more  a 
political  operative 
than  a  diplomat 


level  than  a  normal  ambassador," 
says  an  American  executive  based  in 
Beijing. 

By  contrast,  J.  Stapleton  Roy,  the 
previous  ambassador  and  an  experi- 
enced China  hand — he  was  bom  in 
China  to  missionary  parents — left 
town  last  summer  complaining  that 
he  was  being  denied  access  to  the 
Chinese  leadership.  "Roy  wasn't 
powerful  enough  on  either  side: 
Washington  or  Beijing,"  the  execu- 
tive says.  "He  couldn't  get  on  the 
phone  and  just  call  up  Clinton  like 
Sasser  can." 

Although  Roy  was  China-savvy,  he 
often  appeared  impa- 
tient with  people  who 
didn't  understand  the 
issues.  Sasser,  the 
good  ol'  Southern  boy, 
tells  jokes  and  tries  to 
get  along  with  all.  "It's 
clear  watching  him  op- 
erate that  he  knows 
how  to  talk  to  people. 
He's  funny  and  laid- 
back,"  says  Anne 
Stevenson- Yang,  direc- 
tor of  China  operations 
at  the  U.  S.-China 
Business  Council. 
FADING  SMILES.  How- 
ever, with  the  hard 
politics  of  a  U.  S.  Pres- 
idential campaign 
bound  to  cause  compli- 
cations with  a  tough- 
talking  Chinese  leader- 
ship, relations  could 
easily  sour  further. 
The  issues  of  China's 
admission  to  the  World  Trade  Orga- 
nization, its  most-favored-nation  sta- 
tus, intellectual  property  ripoffs, 
arms  sales,  and  human  rights  all  re- 
main obstacles  to  better  relations 
(page  50). 

Sasser  can't  expect  the  red  carpet 
to  remain  permanently  unrolled.  He 
must  keep  the  Chinese  interested 
and  listening  to  him.  If  they  trust 
him  enough,  they  might  moderate 
some  of  their  most  egregious  actions. 
The  new  ambassador  is  going  to 
need  every  scrap  of  charm  and  every 
connection  back  home  to  pull  off 
what  could  be  the  diplomatic  role  of 
a  lifetime. 

By  Dexter  Roberts  in  Beijing,  with 
bureau  reports 
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THIS  IS  ONE  SHOWDOWN 
THE  WHITE  HOUSE  CAN  T  DUCK 

Slapping  piracy  sanctions  on  Beijing  may  help  save  MFN  status 


With  two  American  aircraft  carri- 
ers streaming  away  from  waters 
near  Taiwan,  tensions  between  the 
U.  S.  and  China  would  seem  to  be  easing. 
But  even  as  Washington  and  Beijing 
grope  for  a  rapprochement,  trouble  looms 
on  the  economic  front.  Time  is  running 
out  for  China  to  enforce  a  22-month-old 
accord  aimed  at  eliminating  piracy  of  in- 
tellectual property.  Baning 
dramatic,  last-minute  con- 
cessions by  Beijing,  the 
Clinton  Administration  is 
set  to  slap  $2  billion  in  sanc- 
tions on  Chinese  goods  come 
the  end  of  April. 

To  minimize  the  impact 
on  U.S.  industry,  trade  of- 
ficials are  expected  to  tar- 
get Chinese  toys  and  ap- 
parel but  not  electronic 
components.  If  the  sanc- 
tions are  imposed,  the  high- 
er tariffs  would  not  go  into 
effect  for  60  to  90  days. 
Beijing  will  howl  but  prob- 
ably make  concessions  be- 
fore the  stiffer  levies  kick 
in,  China  watchers  predict. 
But  for  the  White  House, 
there's  no  avoiding  this 
showdown.  The  February,  ~ 
1995,  agreement  addressed  the  concerns 
of  politically  powerful  U.  S.  industries: 
music  recordings,  movies,  software,  and 
book  publishing.  And  the  pact  is  now 
viewed  in  Washington  as  a  test  for 
trade  relations. 

"OUT  OF  CONTROL."  What's  more,  en- 
forcement of  the  agreement  is  critical 
to  salvaging  China's  most-favored-na- 
tion (mfn)  trade  status.  President  Clin- 
ton plans  to  renew  Beijing's  trade  priv- 
ileges this  spring.  But  a  bipartisan 
coalition  on  Capitol  Hill  is  readying  an 
assault  on  mfn  status  for  China,  which 
the  White  House  must  review  by  June 
3.  "The  politics  are  very  clear,"  says 
one  Administration  official.  To  preserve 
mfn,  "we  have  to  demonstrate  that  we 
will  force  China  to  live  up  to  trade 
agreements." 

That's  why  the  U.  S.  is  increasing  the 
pressure.  Deputy  U.  S.  Trade  Repre- 
sentative Charlene  Barshefsky  will  lead 
a  team  in  early  April  for  a  final  round  of 


talks.  She'll  be  joined  by  movie-industry 
lobbyist  Jack  J.  Valenti  and  other  trade 
group  chieftains. 

While  China  has  cleaned  up  some  in- 
tellectual property  abuses,  piracy  re- 
mains rampant,  and  the  toll  on  U.  S. 
business  is  growing  (table).  Trade  offi- 
cials estimate  that  bootlegging  in  China 
cost  U.  S.  business  nearly  $2.5  billion  in 


BOOTLEG  CDs:  Counterfeit  plants  have  well-connected  backers 


lost  sales  last  year,  far  exceeding  the 
$866  million  bite  in  1994.  The  surge  re- 
flects a  shift  by  pirate  producers  from 
music  compact  disks  to  more  lucrative 
computer  cd-roms.  And  as  pirates  flood 
the  market  in  Hong  Kong,  gains  in  copy- 

What  Chinese  Piracy 
Costs  U.S.  Business 


PRODUCT 


1995  LOSS 

MILLIONS  OF  DOLLARS 


MOTION  PICTURES 
BOOKS 

RECORDS  AND  MUSIC 
BUSINESS  SOFTWARE 
ENTERTAINMENT  SOFTWARE 
TOTAL 


$124 
"125 
"527* 
"400 
~1~300 
$2~476 


*1994 


OATA:  INTERNATIONAL  INTELLECTUAL  PROPERTY  ALLIANCE 
BUSINESS  SOFTWARE  ALLIANCE 


right  protection  there  are  in  jeopan 
"It's  devastating,"  says  Jay  Berm; 
chairman  of  the  Recording  Industry  i 
sociation  of  America.  'We  spent  10  ye; 
cleaning  up  Hong  Kong.  Now  the  siti 
tion  there  is  out  of  control." 

Beijing  officials  insist  they're  maki 
headway.  According  to  Duan  Ruichi 
director  of  the  State  Council's  world 
committee  on  intellectual  property  rig] 
(ipr),  authorities  have  destroyed  800,( 
pirated  audio-  and  videocassettes  a 
more  than  40,000  software  prograr 
Some  $3  million  worth  of  fines  ha 
been  levied  in  connection  with  9,000  c 
es  of  trademark  violation. 
TIGHT  FOREIGN  QUOTAS.  But  while  C 
na  has  gone  after  retailers,  it  has  fail 
to  shutter  or  convert  to  legitimate  p: 
duction  at  least  29  kno1 
plants  pirating  comput 
and  music  cos.  Tight  qi 
tas  on  foreign  films  a 
music  titles  remain  in  for 
And  Beijing  has  yet  to 
sue  regulations  for  forei 
joint  ventures  that  woi 
enable  U.  S.  music  and  sc 
ware  companies  to  open 
in  China. 

Lack  of  political  will  is 
key  reason  for  China's  lai 
luster  enforcement,  Chi 
experts  say.  Pirate 
plants  have  politically  c( 
nected  backers,  and  gem 
ate  employment  and  : 
profits  at  a  time  when  t 
state  sector  is  faltering. 

Top  U.  S.  officials  we 
reluctant  to  turn  up  t 
"  heat  on  intellectual  pira 
during  the  tense  gunboat  diplomacy  si 
rounding  Taiwan's  elections.  But  w 
hostilities  easing,  trade  hard-liners  pi 
to  press  their  case  in  future  Cabir 
deliberations.  And  the  longer  the  A 
ministration  dithers  over  how  to  i 
spond  to  evidence  that  China  sold  r 
clear-weapons  technology  to  Pakistan- 
hot-button  issue  on  Capitol  Hill — t 
more  likely  sanctions  over  piracy  t 
come.  "We  need  a  downpayment"  to  ji 
tify  renewal  of  mfn,  says  a  Washir 
ton  trade  lobbyist,  "and  tough  acti 
on  ipr  looks  like  all  there  is." 

In  an  election  year,  the  Administi 
tion  might  be  tempted  to  accept  tok 
moves  and  declare  victory.  But  if 
does,  annual  showdowns  over  trac 
marks  and  copyrights  could  become 
routine  as  mfn  debates.  That's  w. 
Washington  is  jumping  out  of  the  fryi 
pan — into  a  new  fire. 

By  Amy  Borrus  in  Washington,  m 
Joyce  Barnathan  in  Hong  Kong 
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EUROPE 


A  CONTINENT 
SWARMING  WITH  TEMPS 

Hard  times  and  rigid  labor  rules  make  bosses  wary  of  hiring 


When  Patrick  Lefresne  began  his 
working  life,  the  odds  were 
stacked  against  him.  A  ninth- 
grade  dropout,  he  learned  a  smattering 
of  carpentry  and  electrical  skills  in  a 
government  program,  but  he  couldn't 
land  a  job  in  his  depressed  hometown, 
the  working-class  city  of  Laval,  France. 
Undaunted,  at  age  19  the  self-confessed 
"natural  optimist"  moved  to  Paris — and 
landed  a  job  through  the  Ecco  temp 
agency.  While  his  pals  back  in  Laval 
are  still  on  the  dole,  Lefresne,  23,  earns 
about  $14,400  annually  from  an  aver- 
age 10  months  of  work  a  year  in  ware- 
house jobs  that  last  "from  four  hours  to 
two  years."  Last  year,  he  could  afford  a 
U.  S.  vacation. 

Lefresne  is  one  of  a  new  breed  of 
European  worker  created  by  hard 
times  and  the  vagaries  of  a  heavily 
regulated  workplace.  Laws  giving  per- 
manent workers  high  levels  of  job  pro- 
tection make  bosses  wary  of  expanding 
their  payrolls.  But  workers  willing  to 
take  part-time  shifts  or  labor  on  a 
short-terra  contract — that's  a  different 
story.  In  France,  both  types  of  employ- 
ment have  -isen  by  50%  since  the 
1980s  and  now  account  for  about  one  in 
five  jobs.  Across  Europe,  companies 
are  taking  on  cemp  workers  by  the 
hundreds  of  thousands  to  help  with 
such  tasks  as  assembling  auto  parts 


and  writing  software.  In  the  process, 
employers  are  creating  a  flexible  labor 
market  that  can  respond  to  the  swings 
of  the  economic  cycle. 
SEEKING  WORK.  Obviously,  it  would  be 
better  if  Europe  could  generate  millions 
of  permanent  new  jobs.  But  so-called 
precarious  work  is  bet- 
ter than  nothing,  espe- 
cially for  young  Euro- 
peans desperate  to 
escape  the  dole.  Yet 
temp  work  was  un- 


THE  GROWING  RANKS  OF 
EUROPE'S  PART-TIMERS 
FRANCE  One  in  five  workers 
is  on  a  temporary  or 
available  to  many  on     part-time  contract  holding  temp  jobs,  f 

the  Continent  for  a    SPAIN  Seven  out  of  10  new     es  disinvestment, 
jobs  created  last  year  were 


JOBLESS  IN  BERLIN:  Companies  war, 
to  avoid  the  huge  costs  of  layoffs 

Spain  created  372,000  jobs,  70%  of  th 
temporary.  Companies  in  Spain,  st 
Stephen  G.  Lyons,  managing  direc 
at  Ford  Motor  Co.'s  Spanish  unit,  n 
"hire  temporary  employees  as  a  stra 
gy  to  avoid  layoffs." 

That's  a  strategy  employers  are  pur 
ing  throughout  Europe.  In  many  ca; 
companies  will  avoid  hiring  full-ti 
workers  because,  in  the  event  of  layo 
employers  are  legally  required  to  j 
them  huge  sums  as  severance.  In  Sp£ 
employees  have  a  right  to  30  days'  sev 
ance  for  every  year  of  employment.  1 
price  is  steep  in  Germany,  too,  when 
costs  companies  routinely  around  $55,( 
to  lay  off  one  worker.  Daimler  Ber 
aerospace  subsidiary,  for  example,  tool 
$340  million  charge  last  year  after  it ; 
nounced  5,100  layoffs. 

Despite  the  attractions  of  tempon 
work  as  a  palliative  in  a  period  of  do\ 
sizing,  many  governments  are  still  ke< 
ing  a  rein  on  it.  The  fear  among  pol 
cians  and  unions  is  that  employers  \ 
quietly  build  up  armies  of  temps  to 
sume  the  work  once  done  by  full-ti 
employees,  and  so  wipe  away  all  worl 
security.  Germany  insists,  for  instan 
that  temps  shouldn't  work  for  m( 
than  nine  months  for  any  single  e 
ployer.  In  Spain,  the  maximum  contr 
is  for  three  years,  then  it's  out  the  dc 
Yet  the  payoff  for  removing  most  li 
itations  on  temp  work  can  be  enormo 
despite  the  political  risk.  Britain,  wh< 
30%  of  the  workfoi 
now  has  a  precaric 
job,  is  attracting  1: 
lions  in  new  foreign 
vestments,  while  G 
many,  with  barely  li 


long  time.  In  Germany, 
the   ban   on  private 


for  temporary  workers 


And  for  leaders  si 
as  German  Chancel 


agencies    that    place   —   Helmut  Kohl,  a  bole 


temporary  workers  was 
lifted  only  in  1994. 
Since  then,  such  agen- 
cies as  Manpower 
International  Inc.  have 
been  doing  a  land-office 
business.  Revenues  at 
Manpower's  German 
branch  grew  35%,  to  $115  million  last 
year,  and  the  company  expects  to  repeat 
that  growth  this  year.  "It's  proof  that 
[the]  German  labor  market  has  changed 
dramatically,"  says  Manpower  Manag- 
ing Director  Diethelm  Bender. 

Spain's  experience  is  another  sign 
that  temps  are  here  to  stay.  Last  year, 


BRITAIN  Over  30%  of  the 
workforce  is  temporary  or 
part-time 

GERMANY  Revenues  at 
Manpower  are  up  35%  over 
last  year 
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approach  could  ha 
other  advantages.  ] 
has  promised  to  ( 
German  unemploynru 
in  half  and  create  t 
million  jobs  by  20< 
Studies  by  manaj 
ment  consultants  si 
gest  he  could  make  good  on  his  prom 
by  actively  promoting  part-time  wo: 
Maybe  he  should  hire  a  few  executix 
from  Manpower  to  help  him  do  th 
Part-time,  of  course. 

By  John  Templeman  in  Bonn,  w 
Mia  Trinephi  in  Paris,  Stewart  Toy 
Madrid,  and  bureau  reports 
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STAYING  AFLOAT 

QUITE  NICELY,  THANK  YOU 

Mexico  is  borrowing  again-but  it's  still  vulnerable 

Iartin  Werner,  Mexico's 
chief  foreign-debt 
strategist,  speaks 
fluent  English  at  a  ma- 
chine-gun pace — a  trait 
that's  coming  in  handy 
these  days.  Why?  Re- 
bounding from  1995's 
peso  crisis  and  $50  bil- 
lion international  bailout, 
Mexico  is  back  in  the  glo- 
bal debt  market  in  a  big 
way,  and  Werner  is  doing  a 
deal  a  minute  with 
investors  from  Amer- 
ica, Europe,  Asia,  and 
even  South  Africa. 

In  his  most  recent  fi 
nancing,  Wemer  sold  40  trillion 
yen  ($375  million)  worth  of  six-year 
bonds  in  Japan.  After  converting  the 
proceeds  to  dollars,  the  Mexicans  ended 
up  paying  390  basis  points  over  the 
yield  on  comparable  U.  S.  Treasury 
debt — about  10%  today.  That's  down 
from  the  550-point  spread  they  faced 
after  the  peso  was  devalued  at  the  end 
of  1994.  Says  Wenier,  a  32-year-old  with 
a  doctorate  in  economics  from  Yale: 
"Last  year,  we  were  chasing  the  bank- 
ers. Now,  they're  starting  to  chase  us." 
"STILL  SKATING  ON  THIN  ICE."  So  ac- 
complished have  the  Mexicans  been  at 
convincing  investors  their  economy  has 
bottomed  out  that  Mexico  now  leads 
Latin  America  in  international  debt 
transactions.  Of  the  $30.8  billion  issued 
by  Latin  American  corporate  and  sove- 
reign borrowers  last  year,  $7.8  billion 
went  to  Mexico.  The  Mexicans  have 
raised  an  additional  $3.1  billion  since 
Jan.  1.  In  fact,  they  have  passed  Brazil 
as  the  largest  debtor  in  the  developing 
world,  with  foreign  obligations  estimat- 
ed at  $157.2  billion  (charts). 

Much  of  Mexico's  new  debt  is  going 
to  pay  off  the  $29  billion  in  dollar-de- 
ted  short-term  instmments  called 
.  which  the  country  issued  in 
1994  to  i  place  foreign  investment  that 
fled  durii  that  politically  turbulent 
year.  But  although  the  Mexicans  sur- 
prised mone  mavens  with  their  abil- 
ity to  raise  fresh  fash — they  even  have 
repaid  $2  billion  in  U.S.  bailout  loans — 
they  aren't  home  free. 


Mexico  is  still  vulnerable  to  a  variety 
of  shocks  that  could  spook  foreign  in- 
vestors again,  just  as  the  bulk  of  $24.5 
billion  in  bailout  debt  owed  to  the  U.  S. 
and  the  International  Monetary  Fund 
starts  coming  due  in  1998  and  1999. 
Mexico's  risk  factors  include  possible 
increases  in  American  interest  rates 
that  could  lure  investors  back  into  less 
risky  U.  S.  debt,  a  worsening  of  the 
country's  banking  crisis,  and  an  increase 
in  political  turbulence  as  scarce  resourc- 
es needed  to  spur  growth  and  ease  so- 
cial tensions  continue  to  be  diverted 
into  servicing  overseas  debt.  Corporate 
borrowings  could  also 
pose  a  problem.  Foreign 
corporate  debt  surged  to 
$26  billion  by  1994  as 
companies  scrambled  to 
outfit  themselves  for  free 
trade.  On  top  of  that, 
scores  of  midsize  compa- 
nies are  heavily  in  debt 
to  local  lenders.  If  too 
many  recession-plagued 
debtors  run  into  liquidity 
problems,  investors  could 
lose  confidence  in  the 
country.  "They  are  still 
skating  on  thin  ice,"  wor- 
ries Shafiq  Islam,  chief 
emerging-markets  strat- 
egist at  Credit  Suisse  in 
New  York. 

Mexican  officials  insist 
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they  have  the  right  strategy.  After  M 
ico's  1982  debt  crisis,  seven  years  pas 
before  it  could  resume  international  t 
rowing.  But  last  June,  seven  months 
ter  the  devaluation,  Mexico  issue* 
two-year,  $1  billion  bond.  "The  succ 
of  that  deal  was  very  important  in  m 
ing  people  believe  you  can  make  moi 
again  in  Mexico,"  says  Werner.  " 
were  conscious  that  we  had  to  start 
most  from  scratch  in  build 
credibility." 

Despite  Mexico's  rec 
record  abroad,  Wernei 
in  no  hurry  to  build  u 
large  reserve  to  re] 
•  huge  slugs  of  U.  S.  ; 
IMF  bailout  loans  mat 
ing  in  1998  and  '99.  . 
guing  that  the  Mexii 
economy  will  be  in  bet 
shape  by  next  year,  A\ 
ner  insists  that  "w 
have  no  probl 
refinancing  urn 
much  better  cor 
tions."  Others  ( 
agree.  Says  Islam: 
there  is  another  collapse  of  c 
fidence  and  they  aren't  able  to  go  b 
to  Uncle  Sam  another  time,  they  ] 
the  risk  of  not  being  able  to  serv 
their  debt." 

Indeed,  even  Werner  is  cautic 
Gross  domestic  product  is  expected 
contract  3%  in  the  first  quarter  and 
pand  only  by  2.5%  for  the  entire  y< 
Says  Werner:  "We're  in  a  transit 
phase,  coming  out  of  the  worst  but 
yet  with  clear  signs  of  recovery." 

If  tilings  start  to  unravel  again,  M 
ico  still  can  draw  up  to  $8.5  billion  m 
from  the  U.  S.  Exchange  Stabilizat 
Fund  and  $4.8  billion  from  the  IMF.  1 
most  analysts  think  the  Mexicans  will 
to  great  lengths  to  av 
such  a  move.  And 
Clinton  Administrati 
concerned  about  critici 
of  its  Mexico  policy  d 
ing  the  Presidential  a 
paign,  would  prefer  i 
Mexicans  not  make  he 
lines.  But  the  Washii 
ton-led  bailout  has  gi^ 
Mexico  breathing  spa 
Werner  has  converl 
enough  investors  to 
cause  to  bring  in  so 
$10  billion  in  new  casl 
and  has  gone  a  long  v 
toward  raising  e\ 
more. 

By  Gen  Smith  in  M 
ico  City,  with  Dean  Fo 
in  Washington 
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Yd  u  r  I  R  A 


i 

It's  not  about  tracking  down  the 
hottest  fund  of  the  moment. 


It's  about  settling 
in  mth  a  family 
of  funds  that  could 
serve  you  for  years 
to  come. 


Perfdr 

MANGE1 

Fund 

1 

YEAR 

5 

YEAR 

ID 
Year 

Lite 

O  F 
Fund 

E  Q  UITY" 

Income  II 

26.39% 

2Z.D2% 

N/A 

21.37% 

Blue  Chip 

G  ROWTH 

24.5  2% 

22.86% 

N/A 

19.56% 

Cdntrafund 

32.1  9% 

23.30% 

19.0  2% 

13.72% 

Fidelity 
Fund 

32.85% 

16.78% 

14.10% 

10.64% 

Emerging 

G  ROWTH 

3  1.86% 

23.3  6% 

N/A 

23.44% 

G  ROWTH 
C  O  M  PAN Y 

3  5.42% 

19.76% 

16.64% 

17.49% 

Puritan® 
Fund 

21.46% 

16.62% 

13.04% 

12.30% 

Fidelity 
Investments® 


It's  not  that  "shooting  stars"  are  bad.  It's 
just  that  they  can  burn  out  fast.  And  then 
what  do  you  do  with  your  IRA? 

You  want  a  place  with  depth  and  variety. 
One  that  aims  to  help  you  maximize  the 
performance  of  your  IRA  over  the  long  haul. 


With  a  minimum  of  cost  and  effort.  A  place 


like  Fidelity. 

You  can  put  your  IRA  to  work  in  over  50 


Fidelity  funds.  Without  paying  a  load 


Even 


renowned  funds-like  Contrafund  and  Blue 
Chip  Growth  Fund -are  load-free  for 
investors  like  you.2 

Naturally,  past  performance  is  no  guarantee 
of  future  results.  And  when  you  sell  your 
shares,  you  can  have  a  loss  or  a  gain. 


Move  your  IRA  to  Fidelity 


today  and 

give  it  a  place  to  call  home.  Pick  up  your 
IRA  fact  kit  at  a  Fidelity  Investor  Center. 
Or  give  us  a  call. 


Don't  forget-it's  not  too  late  to 
make  a  1995  IRA  contribution. 
You  have  until  April  15, 1996. 


1-800-544-0003     24  hours  a  day  http://www.fid-inv.com 


To  join  America  Online:  Call  1-800-706-5577  for  10  free  hours. 

2d/9502.001 

For  a  retirement  fact  kit  and  more  complete  information  on  any  Fidelity  mutual  fund,  including  charges  and  expenses,  call  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 

'Average  annual  total  returns  for  the  period  ended  12/31/95  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Also 
reflected  is  the  effect  of  a  3%  sales  charge  for  Blue  Chip  Growth,  Contrafund,  Emerging  Growth,  and  Growth  Company.  Prior  to  January  1,  1996,  Puritan  imposed  a  2% 
sales  charge.  If  this  sales  charge  were  taken  into  account,  total  returns  would  have  been  lower.  Share  prices  and  returns  will  vary.  Ufe  of  fund  for  Fidelity  Equity-Income 
II  Fund  is  from  8/21/90;  for  Fidelity  Blue  Chip  Growth  Fund  is  from  12/31/87;  for  Fidelity  Contrafund  is  from  5/17/67;  for  Fidelity  Fund  is  from  4/30/30;  for  Fidelity 
Emerging  Growth  Fund  is  from  12/28/90;  for  Fidelity  Growth  Company  Fund  is  from  1/17/83;  and  for  Fidelity  Puritan  Fund  is  from  4/16/47.    2This  offer  applies  to 
certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan®  Fund,  Fidelity  New  Millennium™  Fund,  and  Fidelity  Select  Portfolios® 
are  excluded.    Fidelity  Distributors  Corporation.  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 


International  Outlook 


EDITED  BY  ROSE  BRADY 


WHICH  ELECTORAL  DISTRICT 

SCARES  WASHINGTON  THE  MOST?  RUSSIA 

is  cozying  up  to  Iran  to  boost  its  standing  in  Persian  Gi 
geopolitics.  And  many  experts  believe  Russia's  Mar.  22  acco 
with  Belarus  is  the  first  step  toward  re-linking  remnants 
the  Soviet  Union.  While  the  new  federation  is  volunta] 
Moscow  is  also  playing  hardball.  The  government  has  thre; 
ened  to  close  its  border  with  Estonia  in  a  dispute  over  tre: 
ment  of  ethnic  Russians.  And  Russia  is  trying  to  assert  cc 
trol  over  a  proposed  oil  pipeline  from  Azerbaijan. 

Such  moves  make  Administration  officials  jittery.  Th 
are  scrambling  to  come  up  with  policy  optioi 
from  halting  billions  of  dollars  of  aid  to  Moscc 
to  denying  Russia  a  seat  at  international  ] 
rums  such  as  the  Group  of  Seven  meeting 
industrialized  nations.  If  the  next  Russian  gc 
emment  wants  to  get  the  country  back  on  : 
feet,  "it  can't  do  it  alone,"  says  Deputy  Seci 
tary  of  State  Strobe  Talbott. 

Already,  a  blame  game  has  begun.  With  t 
GOP  warning  about  rising  Soviet-style  nation; 
ism,  Clinton  will  be  under  pressure  to  accelerc 
decisions  on  nato  expansion  that  weren't  d 
until  yearend.  The  Administration  also  cot 
be  forced  to  reverse  field  on  a  missile  defen 
system.  Republicans  have  wanted  to  legislate 
date  for  deployment  of  such  a  scheme,  but  Cli 
ton  has  objected  because  the  system  would  ' 
olate  the  1972  Anti-Ballistic  Missile  Treaty. 
"  more  militant  Moscow  would  make  it  tough 
for  the  Administration  to  resist  calls  for  a  defensive  shield 
The  Clintonites  still  hope  to  avoid  the  worst-case  scenai 
in  Russia.  They  believe  the  winner  in  June  will  have  to  foe 
on  rebuilding  the  nation's  economy  and  that  Russia  st 
needs  Western  capital.  Still,  few  experts  think  a  lack  of  i 
sources  will  eliminate  Moscow  mischief.  Such  a  "cool  wa 
may  only  echo  tensions  with  the  old  Soviet  Union,  but 
would  be  an  echo  loud  enough  to  worry  the  U.  S. 

By  Stan  Crock  in  WashingU 


They've  seen  the  unnerving  Russian  polls.  They've  heard 
the  anti-Yeltsin  talk  in  Moscow.  Now,  Clinton  Adminis- 
tration officials  are  grappling  with  a  grim  possibility: 
Communist  Party  Chief  Gennady  Zyuganov  might  win  Rus- 
sia's presidential  elections  in  June. 

Such  an  outcome  could  shatter  the  foundation  of  Washing- 
ton's post-cold  war  policy,  which  rests  on  the  notion  that  a  re- 
formist, market-oriented  Russia  will  continue  to  evolve  as  a 
benign  force  on  the  world  stage.  Resurgent  Russian  commu- 
nism would  surely  become  a  hot  campaign  issue 
in  November's  U.  S.  election  and  could  force 
President  Clinton  to  reassess  policy  on  a  host 
of  issues,  from  expanding  nato  to  stretching 
out  development  of  a  Star  Wars  antimissile 
defense  system.  "The  whole  Russia  policy  is  in 
a  shambles  if  the  Communists  win,"  says  Peter 
W.  Rodman,  a  national  security  specialist  at 
the  Nixon  Center  for  Peace  &  Freedom. 
COLD  WAR  CLOUT.  Even  if  a  chastened  Presi- 
dent Boris  Yeltsin  ekes  out  a  win — outright 
or  with  some  finagling,  as  many  experts  ex- 
pect— he's  likely  to  adopt  a  more  aggressive 
foreign  policy  to  placate  Russian  nationalists. 
"It  is  hard  to  imagine  an  outcome  that  leaves 
Russia  and  U.  S.  policy  better  off  than  it  is 
now,"  frets  Arnold  Kanter  of  the  Washington- 
based  Forum  for  International  Policy. 

Clinton  Administration  officials  say  they're  ~ 
prepared  to  accept  the  voters'  judgment  and  can  handle  a  ret- 
rograde regime.  The  U.  S.  has  made  Russian  loans  and  inte- 
gration into  institutions  such  as  the  World  Trade  Organization 
contingent  on  economic  reforms.  If  Moscow  turns  back  to  a 
state-controlled  economy,  "our  aid  program  will  stop,"  wains 
a  top  Administration  aide. 

More  womsome  are  Moscow's  efforts  to  reassert  cold  war 
clout  on  the  world  stage.  Russia  is  forging  the  warmest  links 
with  China's  military  since  the  1961  Sino-Soviet  split.  Moscow 


LENIN:  Comeback  kid? 


GLOBAL  WRAPUP 


ANOTHER  TERM  FOR  KOHL? 

►  The  smart  money  in  Bonn  is  betting 
that  Chancellor  Helmut  Kohl  will  run 
for  a  fifth  term  in  1998  and  remain  in 
office  into  the  next  century.  He  sur- 
vived another  electoral  high  noon  on 
Mar.  24.  According  to  the  German 
press,  his  Free  Democratic  Party  (fdp) 
allies  were  supposed  to  lose  three 
state  elections  that  day.  Then,  the  sce- 
nario ran,  a  political  crisis  would  bring 
down  Kohl's  coalition  government  as 
fdp  deputies  defected  to  the  opposition 
Social  Democratic  Party  (spd). 


Instead,  Kohl  has  emerged  stronger 
than  ever.  The  spd  was  humbled  in  the 
Mar.  24  vote  and  is  unlikely  to  serious- 
ly challenge  Kohl  at  the  next  Bun- 
destag elections,  scheduled  for  Octo- 
ber, 1998.  Voters  also  turned  down  two 
populist  ploys  by  the  spd.  The  spd 
wanted  to  limit  immigration  of  Ger- 
man-origin people  from  Eastern  Eu- 
rope and  reject  the  common  European 
currency  due  to  replace  the  mark  in 
1999.  Both  would  have  set  back  Kohl's 
mission  to  unite  Europe  and  to  make 
Germany's  reunification  a  success  be- 
fore he  retires. 


BANK  BLOWOUT 

►  The  Italian  government  will  have  a 
hard  time  finding  a  buyer  for  nearly 
bankrupt  Banco  di  Napoli,  even  after 
the  $2  billion  bailout  it  announced  on 
Mar.  26.  The  13%  state-owned  bank,  i 
key  institution  in  poorer  southern 
Italy,  wracked  up  $1.9  billion  in  losses 
in  1995.  Its  chairman,  Carlo  Pace,  has 
resigned  to  stand  as  a  right-wing  can 
didate  in  April  parliamentary  elec- 
tions. The  government  hopes  to  sell 
the  bank  by  1997  but  will  have  to 
shake  it  up  first. 
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Responsive  Solutions- 
Creating  Financing  Alternatives 
For  An  Industry  Re-creating  Itself. 

Faced  with  the  increasing  pressures  of  market-based  reform,  more  and  more  healthcare 
companies  are  calling  on  the  capital  markets. 

At  First  Union's  Healthcare  Finance  Group,  we  recognize  this  and  assist  our  clients  in  adapting 
to  new  challenges.  We  look  at  every  relationship  in  a  unique  way,  bringing  the  innovative  thinking, 
expertise  and  diligence  necessary  to  provide  you  with  responsive  solutions. 

Perhaps  First  Union  should  be  on  your  short  list  if  you're  looking  for  a  capital  markets  partner. 
^  We'd  like  the  opportunity  to  show  you  why.  For  further  information,  contact  Marijane  Boyle, 

W  Managing  Director,  at  (704)383-0624. 


Capital  Markets  Group 
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Annualized  Total 
Return  To  Shareholders  Of  20% 
Over  The  Last  20  Years. 


@  Providing  shareholder  value 
is  one  of  American  General's 
guiding  principles. 
H>  For  instance, 
$1,000  invested  in 
the  S&P  500  Index 


AGC 
$37,664 

S&P  500 
$15,229 


Source: 
Ibbotson 
Associates 
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in  1975  was  worth  $15,229  in  1995. 
#  Over  the  same  period,  $1,000 
invested  in  American  General 
common  stock  grew  to  more 
than  $37,000  for  shareholders — 
an  annualized  total  return  of  20%. 


0  Headquartered  in  Houston, 
American  General  has  assets  of  $61 
billion  and  shareholders' 
equity  of  $5.8  billion. 
II  For  over  8  million 
households,  we  provide 
retirement  annuities,  consumer  loans 
and  life  insurance.  Making  us  one  of 
the  largest,  most  successful  diversified 
financial  services  organizations  in 
the  country.  0  For  more  informa- 
tion please  call  (800)  AGC-1111. 


AMERICAN 
GENERAL 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


developments  to  Watch 
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iOTEIN  TAGS 

1  CHASE 
IWN  TUMORS 

EMOTHERAPY  DELIVERS  A 

verful  punch  to  some  tu- 
rs,  but  it  can  damage  the 
ient's  organs  and  weaken 
■  immune  system.  That's 
y  doctors  long  for  a  magic- 
let  that  would  target  only 
:  tumor.  They've  tried  an- 
iring  drugs  to  antibodies 
it  home  in  on  specific  sites, 
t  these  tend  to  be  large 
lecules  that  don't  pene- 
te  tumors  easily, 
[n  the  Mar.  28  issue  of  Na- 
■e,  scientists  at  the  Bum- 
n  Institute  in  La  Jolla, 
[if.,  describe  a  new  method 
generating  small  protein 
gs"  that  can  find  their  own 
y  to  specified  "addresses" 
the  human  body.  Institute 
;sident  Erkki  Ruoslahti,  a 
lecular  biologist,  and  Col- 
gate Renata  Pasqualini  gen- 
ite  randomly  shaped  pro- 
n  structures  on  the  outer 
iting  of  billions  of  viruses, 
ected  into  mice,  the  altered 
uses  bind  to  cells  whose  re- 
)tors  match  their  protein 
uctures.  Scientists  then  re- 
ve  the  target  organs — here, 
>  brain  and  kidney — grind 
;m  up,  and  isolate  viruses 
and  there. 

In  the  case  described  in 
iture,  researchers  found 
>t  three  types  of  altered 
uses  in  the  brain  and  one 
>e  in  the  kidney.  Their  con- 
ision:  These  viruses  con- 
ned the  right  protein  tag 
juired  to  bind  with  cells  in 
)se  two  organs.  The  re- 
irchers  then  cloned  and 
tured  the  viruses  and  iso- 
ed  the  dna  that  generates 

2  desired  protein  struc- 
res.  The  protein  tags  can 

coupled  with  drugs  or 
nes  for  delivery  to  the  ap- 
opriate  organ,  says 
loslahti.  His  lab  is  using 

3  method  to  find  tags  for 
)od  vessels  that  nourish 
mors.         David  Graham 


FEWER  PINPRICKS  FOR  DIABETICS 


TO  KEEP  TABS  ON  THEIR 

glucose  levels,  many  diabet- 
ics observe  a  ritual  of  prick- 
ing their  fingers  with  a  nee- 
dle several  times  a  day  to 
draw  a  drop  of  blood.  In- 
sulin-pump maker  MiniMed 
Inc.  of  Sylmar,  Calif.,  has  an 
alternative:  an  implantable 
glucose  sensor  that  may  be 
on  the  market  in  two  or 
three  years.  Inserted  by  the 
user  just  under  the  skin  of 
the  abdomen,  the  small  pin 


would  need  replacing  only 
once  every  three  days. 

The  pin  contains  tiny 
electrodes  that,  upon  contact 
with  glucose,  produce  elec- 
trochemical reactions.  A  but- 
ton-size connector  attached 
to  the  pin  interprets  them, 
sending  radio  signals  to  a 
wristwatch-like  reader.  This 
displays  the  user's  glucose 
level  and  alerts  the  wearer 
to  any  sudden  changes  with 
a  series  of  beeps.  □ 


WORKERS  WITH 
FLEXTIME  GET  SOME 
HEARTENING  NEWS 

who's  at  higher  risk  of  Dy- 
ing of  a  work-related  heart 
attack:  a  hard-driving  prose- 
cutor who  puts  in  80-hour 
weeks  or  a  9-to-5  assembly- 
line  worker?  Surprisingly,  the 
prosecutor  may  face  a  lower 
risk,  according  to  a  14-year 
study  of  some  12,500  Swedish 
male  workers  published  in 
the  March  issue  of  the  Amer- 
ican Journal  of  Public 
Health.  The  real  culprits  in 
these  attacks  seem  to  be  a 
sense  of  isolation  and  lack  of 
control  over  one's  job. 

Assembly-line  workers,  of 


course,  aren't  the  only  ones 
who  fit  that  bill.  A  white-col- 
lar worker  with  an  authori- 
tarian boss  may  be  in  just  as 
much  danger.  According  to 
one  of  the  study's  authors, 
Walter  Stewart,  associate  pro- 
fessor of  epidemiology  at 
Johns  Hopkins  School  of  Pub- 
lic Health,  a  worker  who  feels 
like  a  cog  in  a  machine  has  a 
162%  higher  risk  of  dying 
from  a  heart  attack  than  one 
who  has  a  lot  of  input  and 
works  in  a  team.  And  that 
sense  of  belonging  may  have 
other  benefits:  higher  worker 
productivity  and  less  absen 
teeism.  What  causes  the  at- 
tacks? Stewart  says  elevated 
blood  pressure  could  be  the 
key         Naomi  Freundlich 


IBM'S  l-WAY  IMMUNE  SYSTEM 

computer  viruses  once  spread  slowly,  via  tainted 
diskettes.  But  over  the  Internet,  a  virus  can  infect  mil- 
lions of  PCs  in  hours.  Now,  ibm  has  devised  a  software 
"disinfectant"  modeled  on  the  human  immune  system. 

Each  subscriber  to  ibm's  Antivirus  system — mainly 
administrators  of  local-area  networks  (lans) — will  have 
a  LAN-monitoring  PC  that  acts  like  a  vigilant  white  blood 
cell.  When  the  PC  spots  a  virus  on  the  LAN,  it  whisks 
the  infected  file  off  to  computers  at  ibm's  research  labs. 
If  the  computers  recognize  the  virus,  they'll  zip  back  an 
antidote.  Beginning  next  year,  when  a  new  virus  crops 
up,  they  will  be  able  to  "culture"  it  and  use  artificial  in- 
telligence programs  to  concoct  a  cure.  Says  Antivirus 
head  Steve  R.  White,  the  system  can  "detect  new  virus- 
es better  than  our  human  experts."  Otis  Port 


INNOVATIONS 


■  Scientists  studying  the  ef- 
fects of  neurotoxins  may  soon 
need  fewer  lab  animals.  At 
last  week's  meeting  of  the 
American  Chemical  Society 
in  New  Orleans,  Johns  Hop- 
kins   University  chemist 


Richard  Potember  described 
a  method  for  culturing  large 
numbers  of  neurons  from  a 
single  mouse  embryo.  He 
grows  them  on  small  glass 
plates  that  may  be  used  for 
disposable  toxicity  tests. 
m  Tel  Aviv  inventor  Dan  Ey- 
lon  has  received  two  U.  S. 
patents  for  designing  a  hous- 
ing that  lets  batteries  face  in 
either  direction.  Both  ends  of 
the  housing  are  identical, 
with  a  horseshoe-shaped 
"bumper"  shielding  a  re- 
cessed plate.  The  protrusion 
on  the  positive  end  of  the 
battery  slips  into  the  horse- 
shoe; the  bumper  on  the  oth- 
er side  contacts  the  negative 
end  of  the  battery,  keeping 
it  off  the  recessed  plate. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwapr@businessweek.com 
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An  AS/4001  Advanced  Series  Solution 


and  the  ability  to 
add  more  power  at  a 
moment's  notiee. 


He  was  also  the  first  to  see  that 
AS/400  Advanced  Series  coidd 
do  all  this  with  lower  administrative 
costs  than  other  platforms. 


is  a  client/server 
network  that  sends 
sales  data  throughout  the 
Sega  empire  instantly 


Behind  Bill  Downs' 
success  in  keeping  Earth 
safe  from  alien  life -forms 


II  hen  your  business  growsfrom 
zero  dollars  to  a  billion  dollars  in  five 
wins,  choosing  a  client/server  system 
that  run  keep  up  with  the  growth  is 
pretty  important, 

II  hich  is  what  Hill  Downs  of  Seg( 
has  found  with  IS/ loo  Id  earned  Serie 

"In  five  years,  we  probably  would 
hare  had  two  or  three  different  busi- 
ness systems  if  we  had  started  with 
something  thut  didn't  scale  as  easily  e 
IS/ Km"  says  Bill.  "None  of  US  had  th 
idea  we  would  grow  as  fast  as  w§  did 

Hill  has  his  is/ loo  IdvancedSerU 
running  the  entire  business,  lie's  usiiif 
it  to  process  orders  anil  schedule  delii 
cry  to  2(1000  retail  stores  overnight.  II 
has  his  company's  PCs,  Macs,  and  Silici. 
Graphics  workstations  running  off  it. 
Ind  his  IS/ 100  Id  ran  ceil  Series  does 
all  this  with  a  technology  budget  of  lei 
than  two-tenths  of  one  percent  of  rev- 
enue, and  with  minimal  support  Staff. 

If  you'd  like  to  see  how  you  catt 
manage  business  growth  at  lon  er  cost 
with  IS/ 100  Idcunced  Series,  call  us  < 
I  800  ItM-imKexUlAIS'l  Or  visit  on 
home  pa ^e  at  http://ictcic.as  I00.ihm.cui 


Solutions  lor  a  small  planti 


Special  Report 


Introduction 

Deregulation  is  about  to  let  loose 
a  $1  trillion  free-for-all  , 

Think  Local 
-Then  Invade 

Who's  that  banging  at  the  Baby  Bells' 
door?  MCI,  Sprint,  and  AT&T 

Long  Distance: 

The  Giants  Aren't  Sleeping 

The  Bells  won't  wrest  share  from  the 
Big  Three  without  a  fight 


Meet  the  movers  and  shakers  in 
this  brave  new  world 


NEW  AGE 


Broadcasters,  cable-TV 
operators,  and  phone 
companies-local  and 
long-distance-will  be 
free  at  last  to  enter  one 
another's  markets. 
Who  wins?  Who  loses?  . 


I-Way  or  No  Way  for 
Cable  Companies? 

They're  still  chasing  their  dream 
of  interactive  television 

Please  Hold  for 
New  Technology 

The  basic  science  is  in  hand, 
but  costs  are  not 

Lights.  Camera. 
Deregulation 

With  telecom  reform  law  in  the  U.S., 
the  FCC  is  setting  ground  rules.  And 
the  rest  of  the  world  isn't  far  behind 
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THE  COMING 
TELESCRAMBLE 

Deregulation  is  launching  a  $1  trillion  digital  free-for-all 


"We're  surrounded  by  insurmountable  opportunity!" — Pogo 

And  so  are  we.  The  U.  S.  is  embarking  on  a  bold  ex- 
periment— going  further  than  any  other  major  nation 
to  deregulate  the  communications  industries  that 
are  building  the  infrastructure  for  the  21st  century's 
information  economy.  With  a  stroke  of  his  electron- 
ic pen,  on  Feb.  8  President  Clinton  signed  the 
sweeping  Telecommunications  Act  of  1996,  ending  government 
rules  that  have  maintained  barriers  between  local  and  long- 
distance calling,  cable  TV,  broadcasting,  and  wireless  services. 
In  the  age  of  digital  communications,  those  rules  have  become 
as  anachronistic  as,  well,  the  rotary  phone.  The  microchip  is 
putting  all  forms  of  communications — from  satellite-TV  imag- 
es and  long-distance  phone  calls  to  E-mail  and  World  Wide 


The  Long  Road 
To  Open  Markets 

Congress  exempted  phone  companies  from  the 
antitrust  laws  in  1921.  It  created  the  Federal 
Communications  Commission  in  1934  to 
rule  over  telephones  and  broadcasting,  and, 
later,  the  satellite-communications  and 
cable-TV  industries.  More  than  60  years  later, 
competition  is  finally  back.. 


Web  pages — on  the  same  digital  footing.  Now,  Washington 
caught  up. 

The  short-term  effect  will  be  to  unleash  a  frenzy  of  rest 
turings,  mergers,  and  dealmaking — rearranging  indust 
that,  according  to  DRi/McGraw-Hill,  will  account  for  $1  tin 
in  annual  revenues  by  2000.  Phone  companies,  publis' 
companies,  Hollywood  studios,  broadcasters,  cable-TV  op 
tors,  and  information-technology  outfits  will  go  racing 
each  others'  businesses,  at&t,  for  instance,  has  filed  in  a 
states  to  offer  local  service.  On  the  very  day  the  act 
signed,  Central  &  South  West  Corp.,  a  Dallas  utility,  filec 
the  right  to  offer  telecom  service. 

The  new  age's  approach  has  inspired  a  series  of  m 
deals.  In  1994,  Bell  Atlantic  Corp.  bid  $12  billion  for  1 
Communications  Inc.  (TCI)  to  form  a  multimedia  behem 


1968  THE  CARTERFONE  DECISION 

In  a  landmark  ruling,  the  FCC  f 
the  first  time  allows  non-AT&T 
equipment  to  attach  to  the  Bel 
System.  The  little  gadget  that 
started  the  big  war:  the  Carter- 
fone,  which  connected  two-way 
radios  to  the  phone  network. 


OUTPUT  OF  ALL  COMMUNICATIONS, 
ENTERTAINMENT,  AND  INFORMATION- 
RELATED  SERVICES  AND  PRODUCTS 

IN  BILLIONS  OF  DOLLARS 

DATA  DRI/Mcf.RAW-HILL 


1972  AT&T'S 
FIRST  COMPETITOR 

licrowave  Com- 
munications Inc., 
later  MCI,  wins 
an  FCC  license 
to  transmit  calls 
between  Chicago 
and  St.  Louis. 


1975  TELEPHONES  GO 

The  FCC  reallocates  a 
of  the  radio  spectrum 
for  mobile  communicc 
Cellular  is  born. 
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e  deal  fell  through,  but  AT&T's  $13  billion 
;eover  of  McCaw  Cellular  Communications 
:.  was  consummated.  Then  came  entertain- 
nt  megamergers  aimed  at  providing  content 

the  Information  Superhighway:  Disney's 
•chase  of  Capital  Cities/ABC  and  Time  Warn- 
i  bid  for  Turner  Broadcasting.  In  February, 
S  West  Inc.  announced  a  $10.8  billion  bid 

Continental  Cablevision  Inc.,  the  nation's 
.3  cable  operator.  Perhaps  the  most  signifi- 
it  move,  however,  was  AT&T's  decision  to 
ak  itself  up  a  second  time:  To  focus  on  the 
ning  shake-up,  it  is  spinning  off  telecom 
lipment  and  computer  operations  that  account  for  a  third 
ts  sales. 

iYom  all  this  dealmakirig  will  emerge  a  new  crop  of  super- 
riers — companies  that  either  on  their  own  or  through  alli- 
es will  offer  a  full  menu  of  electronic  communications,  a 
bazaar  with  everything  from  video  phones  to  Internet  ser- 
;s  to  a  single  phone  number  that  will  follow  you  wherev- 
you  go. 

VER  RATES.  AT&T  is  leading  the  way.  It  offers  long-distance, 
alar,  Internet  access,  satellite-TV — and  soon  local  service — 
under  the  at&t  brand  and  all  billable  to  the  at&t  Univer- 
Card.  But  at&t  isn't  alone.  MCI  is  getting  into  satellite  TV 

the  Internet.  Media  giant  Time  Warner  is  getting  into  lo- 
phone  service  in  U.  S.  cities — as  is  Britain's  Cable  & 
•eless  PLC.  GTE  Corp.  sells  long  distance  in  two  states, 

Ameritech,  Bell  Atlantic,  Nynex,  BellSouth,  and  SBC 
nmunications  sell  long  distance  to  their  cellular  customers, 
^s  carriers  begin  to  market  bundles  of  communications  ser- 
:s,  consumers  should  benefit.  The  communications  compa- 
5  say  low-cost  services  will  offset  higher-cost  ones  in  a 
kage.  And  in  just  about  every  service,  competition  and 
*e  efficient  technology  should  push  prices  down.  That  in- 
les  your  local  phone  bill,  even  though  the  ancient  system 
ising  high  business  rates  to  subsidize  low  residential  ones 
nding.  "It  would  be  remarkable  if,  after  this  legislation  is 
cted,  local  service  prices  didn't  come  down,  or  at  least  the 

THE  FIRST  LOCAL  COMPETITOR 

art  becomes  the  first  competitive 
s  provider  (CAP),  offering  private 
to  Manhattan  companies.  There 
dw  some  50  CAPs,  taking  in 
billion  a  year. 


1987  TV  NETWORKS 
LOSE  CONTROL  Cable  TV 
reaches  the  halfway 
mark,  penetrating 
50.5%  of  U.S.  homes. 
Today,  it  reaches 
56% — and  cable 
channels  command 
50%  of  TV  viewing 
time  each  day. 


Like  railroads 
in  the  1800s, 
the  I-waywill 
transform  the 
U.  S.  economy 


price  of  the  total  communications  package  didn't 
come  down,"  says  at&t  Chairman  Robert  E.  Al- 
len. "Competition  has  worked  everyplace  else. 
There's  no  reason  why  it  won't  work  here?' 

There's  something  vastly  more  important  than 
better  prices  that  will  arise  from  deregulation, 
however.  Now  that  the  players  know  where  they 
stand,  they  can  finally  build  the  long-awaited  high- 
speed (so-called  broadband)  finks  of  the  Informa- 
tion Superhighway.  Like  the  transcontinental  rail- 
roads that  turned  the  U.  S.  into  a  world  economic 
power  in  the  19th  century,  this  I-way  infrastruc- 
ture has  the  potential  to  put  the  U.S.  economy 
ahead  of  the  rest  of  the  world  in  the  21st. 

Digital  networks  will  make  possible  efficient  new  ways  of 
doing  business — so-called  electronic  commerce.  Increasingly, 
buyers  and  sellers,  producers  and  consumers,  will  interact  on 
the  Net,  squeezing  time  and  cost  out  of  all  sorts  of  transac- 
tions. For  example,  the  rapidly  falling  price  of  communications 
can  cut  tens  of  billions  of  dollars  off  the  country's  health-care 
bill,  as  hospitals  buy  supplies  electronically  rather  than  pro- 
cessing each  order  by  hand.  The  new  networks  will  also  be 
fertile  ground  for  all  sorts  of  new  ventures — eveiything  from 
Web  'zines  to  movies  on  demand. 

PAINFUL.  The  shift  to  the  wired  economy  could  even  affect 
federal  monetary  policy.  Today,  the  Federal  Reserve  keeps  a 
damper  on  economic  growth,  not  letting  the  unemployment 
rate  fall  below  5.5%  for  fear  of  igniting  inflation.  But  the  ec- 
onomics of  communications  changes  the  model.  Although  it  is 
enormously  expensive  to  build  a  fiber-optic  or  wireless  net- 
work, the  cost  of  serving  each  additional  user  is  small.  The 
more  users  a  network  has,  the  lower  the  overall  taiiff.  In 
the  era  of  pervasive  digital  communications,  faster 
growth  may  mean  less  inflation,  not  more. 

At  first,  though,  the  shift  to  a  com- 
munications-driven economy  will 
cause  painful  dislocations. 
During  the  Repub- 
lican Pres- 


1,200 


1,000 


DIVESTITURE 

ttle  a  federal 
ust  suit,  AT&T 
s  to  spin  off  the  22 
companies  into 

Baby  Bells.  Judge 
d  Greene  oversees 

and  the  Bells. 


1994  CABLE  GETS  A 
COMPETITOR  Hughes 
Satellite  starts 
DirecTV,  a  direct- 
broadcast  satellite 
(DBS)  service  that 
beams  175  channels 
to  a  dish  18  inches 
wide.  It  snags  1.3 
million  subscribers  in 
less  than  a  year. 
There  will  be  six 
DBS  services  by  the 
end  of  1996. 


1995  THE  SECOND 
BREAKUP  AT&T 
announces  it  will 
split  up  again.  It 
will  spin  off  the 
equipment  and 
computer  units 
— and  focus  on 
long  distance. 

1996  DEREGULATION  After  10  years 
of  trying,  Congress  finally  passes  a 
bill  deregulating  all  segments  of  the 
communications 
industry:  Telephone 
companies,  broad- 
casters, and  cable 
operators  are  all 
free  to  enter  each 
others'  markets.  The 
bill  was  signed  into 
law  on  Feb.  8. 
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idential  primaries,  at&t's  plan  to  lay  off  40,000  workers  as 
part  of  its  restructuring  became  the  symbol  of  Middle  Amer- 
ica's economic  insecurity.  But  it  is  just  the  latest  and  most  vis- 
ible event  in  a  massive  industry  makeover  that  started  with 

the  1984  breakup  of 
the  Bell  System.  AT&T 
and  its  offspring  have 
slashed  250,000  jobs 
since  then,  in  areas  such  as  manufacturing  and  operator  ser- 
vices, where  new  technology  has  made  the  old  jobs  obsolete. 

But  behind  the  dismal  headlines  lurk  some  upbeat  facts. 
Despite  all  the  pink  slips,  total  phone-industry  employment 
has  risen  by  54,000  over  the  past  two  years,  thanks  to  de- 
mand for  cellular  calling  and  other  new  services.  If  you 
look  at  the  converging  complex  of  communications,  com- 
puters, and  entertainment,  you'll  find  these  overlapping  in- 
dustries generated  400,000  new  jobs  over  the  past  year, 
about  20%  of  the  total  new  jobs  in  the  economy.  Those 
numbers  will  only  grow  as  the  digital  economy  takes  off.  The 
Telecom  Act,  asserts  Vice-President  Al  Gore,  will  fire  up  a 
"massive  job-creation  engine." 

It's  not  just  political  rhetoric.  "In  total,  these 
major  market  changes  will  make  the  economic  pie 
bigger,  maybe  a  lot  bigger,"  says  Gerald  R.  Faul- 
haber,  an  economist  at  the  Wharton  School.  "In 
the  aggregate,  we  may  increase  national  income 
big  time."  Compare  it  with  the  American  railroad 
boom  of  the  1800s:  Between  1865  and  1890,  the 
number  of  miles  of  track  grew  from  35,000  to 
166,000,  much  of  it  running  through  sparsely 
populated  lands.  The  cost  of  both  freight  and 
passenger  transportation  fell  sharply,  and  huge 
swaths  of  frontier  were  opened  up  for  farming, 
mining,  and  industry. 

There's  money  to  be  made  in  building  the  in- 
formation rails,  too.  Now  that  Congress  has  giv- 
en them  the  carrot  of  unregulated  markets,  com- 
munications companies  are  set  to  pour  billions 
into  new  plant  and  equipment.  The  Telecom  Act 
"sets  out  a  much  more  rapid  path  toward  the 
interconnected,  multiple-network  approach,"  says 
Gerald  W.  Brock,  an  economist  at  George  Wash- 
ington University.  In  the  past  two  years,  spend- 
ing on  everything  from  modems  to  high-speed 
digital  switches  has  soared  by  53%,  to  almost  $100  billion, 
double  the  rate  of  spending  growth  in  computers  and  other 
capital  equipment.  "This  is  a  great  time  to  be  a  supplier,"  says 
John  A.  Roth,  Northern  Telecom  Ltd.'s  North  American 
president.  "Everybody  out  there  is  doing  a  lot  of  planning  on 
infrastructure." 

TECHNICAL  KINKS.  They  won't  deliver  the  I-way  overnight, 
however.  For  starters,  although  the  reform  bill  affects  just 
about  every  comer  of  the  communications  business,  many  de- 
tails of  deregulation  must  still  be  hashed  out  by  the  Federal 
Communications  Commission  (page  86).  The  agency  will  spend 
the  next  year  promulgating  rules  and  overseeing  the  transi- 
tion to  unregulated  markets. 

Then  there  are  lingering  technical  problems.  The  I-way  en- 
visioned in  the  early  1990s — a  swirl  of  broadband  networks 
delivering  everything  from  wireless  E-mail  to  interactive 
TV- — has  been  considerably  delayed  by  kinks  in  technology  and 
high  costs.  For  example,  pumping  cable  TV  over  phone  lines — 
or  calls  over  cable — remains  prohibitively  expensive  (page  82). 
Still,  innovatioii  is  accelerating,  especially  on  the  fast-growing 
Internet.  The  Web  now  seems  destined  to  become  a  universal 
format  for  bringing  digital  entertainment  and  information 
services  together. 

When  the  converged  communications  industry  does  emerge, 
who  will  the  winners  be?  Observers  predict  that  by  the  end 


Despite  pink 
slips,  phone 
jobs  are  up  by 
54,000  in  the 
past  two  years 


of  the  decade  the  telecom  and  entertainment  businesses  1 
be  dominated  by  a  handful  of  "convergence  conglomerati 
The  rest  will  have  merged,  partnered,  or  fallen  by  the  w 
side.  The  companies  most  likely  to  come  out  on  top  are  th 
with  the  best  marketing  skills,  the  strongest  brands, 
deepest  pockets,  and  a  familiarity  with  competition.  In  ot 
words,  AT&T,  mci,  and  Sprint — the  long-distance  giants — 
best  positioned  for  the  future. 

"FINAL  MILE."  Cable-TV  operators,  on  the  other  hand,  may 
the  least  well-equipped.  They  are  entering  the  race  sadd 
with  a  heavy  debt  load,  low  profitability,  and  a  reputation 
poor  service.  They  are  combining  high-capacity  fiber-o] 
lines  with  coaxial  wiring  into  the  home,  so  that  they 
deliver  video,  voice,  and  data  simultaneously.  But  turn 
that  link  into  a  two-way  path  for  video  on  demand  or  vt 
service  is  a  difficult  process  that  no  cable  company  has 
pulled  off  (page  75). 

Local  phone  companies  would  seem  to  have  huge  advant 
es.  With  12%  aftertax  margins,  they  are  the  most  profits 
earners.  Plus,  they  have  a  lock  on  the  "final  mile" — the  \ 
ing  that  reaches  into  homes  and  businesses.  Years  of  ope] 
ing  in  monopoly  markets,  however,  leave 
seven  Baby  Bells  and  GTE  with  outmoded  r 
works  ill-suited  to  the  new  era.  Probe  Resea 
Inc.,  a  telecom  consultancy  in  Cedar  Knolls,  N 
estimates  that  the  Bells  have  spent  $170  bill 
on  networks  since  1984 — as  much  as  their  t< 
plant  investment  prior  to  divestiture.  But  mos' 
that  went  to  rebuild  existing  networks  rat 
than  prepare  for  new  digital  services.  "They  ( 
n't  increase  the  bandwidth,"  says  Probe  cons 
tant  Alan  Tumolillo.  "They  have  built  a  big,  ok 
lete  phone  network." 

Not  so  the  long-distance  companies,  at&t,  i 
and  Sprint  all  boast  advanced  fiber-optic  r 
works  that  speed  zillions  of  voice  and  data  c 
around  the  globe  (page  70).  Getting  similar  li 
to  homes  will  be  a  lengthy  and  costly  proc 
that  could  cut  into  profit  margins  for  a  few  ye: 
But  the  infighting  between  the  three  has  tau 
them  marketing  tricks  that  the  monopol 
haven't  had  to  learn.  "You  can't  improvise  wl 
it  comes  to  competition.  It's  either  in  your  face 
it's  not,"  says  Frontier  Corp.  Chairman  Ronald 
Bittner.  He  should  know — Frontier's  Rochester  Telephon* 
the  first  local  phone  company  to  face  competition. 

Still,  at  the  outset  of  deregulation,  it  wouldn't  be  safe 
discount  any  players.  Twenty  years  ago,  who  would  hi 
predicted  that  Delta  Ah'  Lines  Inc.  would  be  among  the 
carriers  and  Pan  Am  would  be  out  of  business?  "In  1 
long  run,  this  is  not  a  technology  game.  It's  a  market 
and  brand-name  game,"  says  T.  Mark  Maybell,  manag 
director  of  Merrill  Lynch  &  Co.'s  telecom  investment-bai 
ing  group. 

While  everyone  is  out  there  building  convergence  brai 
for  the  I-way,  it  might  help  to  remember  the  uneven  progr 
of  those  rail  barons.  Because  they  were  pushing  their  lii 
into  undeveloped  land,  it  was  sometimes  tough  to  maki 
profit.  Overbuilding  was  common,  and  so  were  bankruptci 
In  1894,  40,000  miles  of  track  were  being  operated  by  bai 
rupt  companies — a  lesson  for  potential  investors  in  toda 
communications  companies.  But  keep  in  mind  that  the  tr; 
didn't  disappear — it  was  just  taken  over  by  somebody  el 
The  nation's  travelers  still  got  where  they  wanted  to  go, 
ever  lower  fares.  It's  hard  to  imagine  that  travelers  on  the 
formation  Superhighway  won't  find  the  cyberroads  just 
convenient,  no  matter  who  owns  them. 

By  Catherine  Arnst,  with  Michael  Mandel,  in  New  Yi 
and  bureau  reports 
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Business  as  usual 


Business  at  Tyco 


Without  question,  the  companies  of  Tyco  International  are  hungrier  than  most. 
Performance  incentives,  minimized  bureaucracy  and  a  tenacious  workforce  are  feeding  a 
1  5%>-20%  annual  growth  rate.  According  to  a  recent  survey  of  institutional  analysts, 
Tyco  ranked  among  the  world's  best  corporations  at  cutting  costs  while  simultaneously 
improving  productivity.  Want  to  see  how  we  do  it?  Write  us  for  a  free 
video  and  annual  report  at  P.O.  Box  9,  Nutting  Lake,  MA  01865. 
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Special  Report 


THINK 
LOCAL- 
AND  INVADE 

Look  who's  ready  to 
steal  the  Bells'  lunch 


About  a  year  ago,  an  at&t  salesman  called 
on  Chicago  businessman  Ted  S.  Bernstein. 
Between  his  home  and  his  small  insur- 
ance business,  Bernstein  spends  $2,000  a 
month  on  local,  long-distance,  and  wireless  ser- 
vices. The  salesman  gave  Bernstein  a  discount 
on  his  corporate  long-distance  service,  the  same 
discount  at  home,  and  consolidated  everything 
on  one  bill. 

In  contrast,  Ameritech  Corp., 
his  local  telephone 
company,  offers  no 
such  packaged  ser- 
vices and  didn't 
seem  to  notice  that  Bernstein's 
long-distance  billing  is  now  done 
by  another  company.  "I  didn't 
get  one  phone  call  from  Ameri- 
tech," he  says.  The  lack  of  at- 
tention will  cost  the  company. 
at&t  is  getting  ready  to  offer  lo- 
cal service  in  Chicago,  and  Bern- 
stein says  he'll  likely  defect. 
It's  the  dawn  of  deregulated 
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telecommunications,  and  the  local  phone  cc 
panies  have  yet  to  prove  they  get  it.  The  ci 
of  every  one  of  the  seven  Baby  Bells  are  tell 
investors,  customers,  and  potential  partners  t 
they  want  to  be  one-stop  shops,  offering  a  cc 
bination  of  local  and  long-distance  calling,  int 
active  television,  and  information  services 
their  customers.  But  at&t,  mci,  and  Sprint 
aiming  for  that  same  converging  world  and  h; 
spent  more  than  a  decade  honing  their  comp 
itive  skills.  Plus,  long-distance  carriers  can  go 
ter  local  markets  immediately,  while  it  will  t; 
local  companies  at  least  18  months  to  win 
regulatory  go-aheads  for  long-distance. 

The  Bells  could  also  use  a  shape-up.  E\ 
after  huge  layoffs,  they're  still  bloated,  at 
mci,  and  Sprint's  overhead  averaged  26.4% 
sales  in  1995,  compared  with  31%  for  the  Be 
The  Bells  also  have  outdated  networks.  0 
71%  of  then-  lines  connect  to  digital  switches, 
100%  for  at&t,  mci,  and  Sprint. 
MASS  MUTINY?  The  local  gang  has  a  lot  to  le; 
about  satisfying  customers,  too.  A  Deloitte 
Touche  survey  found  that  40%  of  business  c 
tomers  are  "likely"  to  buy  local  phone  serv 
from  an  alternative  provider.  In  a  Morgan  St 
ley  &  Co.  survey,  65%  of  residential  callers  s 
they'll  consider  switching.  M 
gan  Stanley  analyst  Stepha 
Comfort  estimates  that  the  B< 
could  lose  25%-  of  their  resid< 
tial  customers  and  35%  of  1 
business  market  over  the  n< 
10  years.  "You  have  the  poten 
for  a  massive  redistribution 
the  local  business,"  says  Ste\ 
M.  Martin,  telecom  consultant 
Deloitte  &  Touche. 

One  possible  redistributi 
could  result  in  fewer  than  se\ 
Bells.  "I  think  that  it's  likely  t] 
one  or  more  of  the  [regioi 
Bells]  will  disappear  by  200( 
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either  through  an  actual  collapse  or  a 
buyout,"  says  Alan  Tumolillo,  a  con- 
sultant with  Probe  Research  Inc. 
Analysts  figure  some  Bells  will 
group  together  by  geographic 
proximity — Pacific  Telesis  Group 
and  U  S  West  Inc.,  for  example. 
Bell  Atlantic  Corp.  and  Nynex 
Corp.  have  already  studied  a  mer- 
ger, but  the  plan  is  on  hold  while 
they  see  how  the  market  shapes 
up.  "I  think  there  will  be  a  natural 
coming  together  among  some  of 
the  [Bells],  but  whether  they  com- 
bine the  entire  enterprise  is  an- 
other matter,"  says  Bell  Atlantic 
Chairman  Raymond  W.  Smith.  An- 
other option:  One  or  more  Bells 
could  throw  in  with  a  long-dis- 
tance company. 

Don't  expect  instant  upheaval, 
though.  The  Bells,  after  all,  have 
inertia  on  their  side.  It  took  AT&T 
10  years  to  lose  40%  of  its  long- 
distance market.  And  after  one 
year  of  local  competition  in  Roches- 
N.  Y.,  from  the  likes  of  AT&T  and  Time  War- 
Inc,  Rochester  Telephone  has  lost  just  3%  of 
customers. 

lie  local  carriers  also  have  a  huge  edge  in  of- 
ng  a  laundry  list  of  communications  servic- 
-they  have  the  wires  into  nearly  every  home 

business  in  their  calling  areas,  sbc  Confi- 
scations Inc.,  for  instance,  is  getting  ready  to 

long-distance  and  video  services  in  addition 
wireless  and  local  calling.  "Over  the  next 
eral  years,  we'll  be  able  to  position  ourselves 
1  as  full-service  providers  for  our  custom- 
f  says  John  T.  Stupka,  head  of  strategic 
ining  for  sbc. 

''or  now,  however,  the  Bells  can't  offer  one- 
3  shopping.  They  are  barred  from  entering 
i  businesses  within  their  regions  right  away 
y  can't,  for  instance,  own  a  cable-TV  system 
;heir  home  markets.  But  away  from  home 
y  can  do  virtually  anything  they  want — 
uding  challenging  each  other  in  local  calling. 
ISouth  Corp.  already  plans  to  go  after  gte 
p.  customers  in  Orlando,  and  U  S  West  ^ 
is  to  offer  local  service  via  the  cable  sys- 
is  in  16  states  that  it  will  get  with  the  ac- 
sition  of  Continental  Cablevision. 
rHING  TO  SHOW.  Video  is  a  favorite  Bell 
yet.  PacTel  and  the  Bell  Atlantic-Nynex 
tnership  both  bought  wireless  cable  oper- 
rs  last  year.  Those  systems  transmit  cable 
nnels  via  microwave.  Bell  Atlantic  started 
an  interactive  TV  system  this  March  in  Dover 
raship,  N.J.  BellSouth,  sbc,  and  U  S  West 
tinue  to  experiment  with  interactive  TV. 
rhe  Bells  are  also  busy  lining  up  "content." 
Tel,  Bell  Atlantic,  and  Nynex  have  Tele-TV,  a 
sortium  headed  by  former  cbs  Broadcast 
id  Howard  Stringer.  Ameritech,  sbc,  Bell- 
ith,  and  gte  formed  Americast  with  Walt 
ney  Co.  Both  teams  are  developing  interac- 
;  TV  programming,  but  have  produced  none  so 
—a  sign  that  the  multimedia  future  is  still  a 
ys  off. 


There's  an  immediate  prize  that  more  than 
makes  up  for  postponed  video  gratification:  the 
$76  billion  long-distance  market.  Some  60%  of 
long-distance  calls  begin  and  end  within  one 
Bell  region,  and  analysts  figure  the  local  compa- 
nies can  easily  grab  a  fourth  of  that  business 
within  a  few  years. 

The  prospect  of  that  bonanza  is  what  inspired 
the  Bells  to  push  for  deregulation  and  now  has 
their  ceos  singing  the  praises  of  open  markets. 
"We  believe  that  competition  will  enhance  our 
growth  rate,"  says  Ameritech  Chairman  Richard 
C.  Notebaert.  Nynex  Chairman  Ivan  G.  Seiden- 
berg  talks  about  grabbing  more  and  more  of 
the  $180  to  $210  per  month  that  consumers  in 
his  region  already  spend  on  online  services, 
voice  calling,  video  rentals,  and  entertainment. 
"Our  share  now  is  30%.  That's  the  local  part,"  he 
says.  "By  opening  up  these  networks,  we  will 
lose  part  of  that  30%  but  get  a  bigger  share  of 
the  remaining  part." 

Still,  Nynex  isn't  exactly  welcoming  the  com- 
petition. No  local-service  rival  has  emerged  yet 
in  New  York,  but  the  company  is  blanketing 
the  airwaves  with  ads  warning  consumers  not  to 
fall  for  any  "confusing"  offers  from  upstarts. 
FULL-PRESS  LOBBY.  The  Bells,  in  fact,  have  often 
blocked — or  at  least  delayed — competition,  sbc 
sent  42  lobbyists  to  the  Texas  state  house  last 
summer  to  convince  legislators  that  it  didn't 
have  to  provide  access  to  its  network  to  any  ma- 
jor long-distance  providers.  U  S  West  has  said  it 
won't  negotiate  interconnect  agreements  until 
the  Federal  Communications  Commission  sets 
the  rules.  Ameritech,  after  cutting  an  intercon- 
nect deal  with  Time  Warner  Inc.  in  Wisconsin, 
refused  to  make  the  same  deal  in 


The  Baby  Bells 
have  their 
eyes  on  a 
prize:  A 

long-distance 
bonanza 


Ohio.  "I  wouk 

guess  that  there  was  no  techni- 
cal or  financial  reason,"  says  Terrence  L.  Bar- 
nich,  former  Illinois  Commerce  Commission 
chairman,  "which  leads  me  to  believe  that  it 
was  done  to  hold  out  the  competition." 

Such  tactics  may  still  work.  But  in  the  dawn- 
ing era  of  deregulation  and  converging  digital 
communications,  it  will  take  more  than  that  to 
keep  ahead  of  competition.  It  may  take  great 
services  and  aggressive  pricing — at  last. 

By  Peter  Elstrom  in  Chicago, 
with  bureau  reports 


PREEMPTIVE 
STRIKE: 

Nynex  ads 
deride  rival 
offers  yet  to 
materialize 
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THE  GIANTS 

AREN'T 

SLEEPING 

Long  distance's  titans 
intend  to  stay  on  top 

At  first  blush,  deregulation  might  look  like  a 
big  negative  for  the  long-distance  compa- 
nies. After  all,  the  status  quo  in  their 
market  is  pretty  cozy:  The  triopoly  of 
AT&T,  MCI,  and  Sprint  controls  almost  90%  of 
this  $70  billion  market.  The  fourth-largest  com- 
petitor, WorldCom  Inc.,  has  just  4.8%.  Despite 
spirited  ad  battles,  prices  move  in  a  nice  or- 
derly way — lately  they've  been  inching  up.  And 
profits  are  the  best  in  telecommunications. 

Deregulation  will  spoil  that  party  by  admit- 
ting eight  well-heeled  and  hungry  competitors — 
the  seven  regional  Bell  operating  companies 


and  GTE  Corp.  Wall  Street  is  already  nervi 
Shares  of  at&t,  which  has  the  most  to  L 
have  dropped  by  9.4%,  to  around  $61,  since 
Telecom  Act  took  effect  in  February. 

Wall  Street  may  be  missing  the  big  picti 
though.  "The  Bells  have  a  clear  advantage  sh 
term,  but  there  is  a  big  difference  over 
short  run  and  the  long  term,"  says  T.  M 
Maybell,  managing  director  of  Merrill  Lyncl 
Co.'s  telecom  investment  banking  group.  ' 
long-distance  carriers  have  the  marketing  sk 
the  brand  awareness,  and  the  technolog 
knowhow  to  put  together  packages  of  local,  k 
distance,  data,  and  video  services.  Long-te 
that  puts  them  in  better  shape  to  become  i 
century  "supercarriers" — single  sources  for 
communications  services.  "It's  no  longer  a  qi 
tion  of  how  large  a  share  of  the  $76  billion  lc 
distance  market  you  can  get,"  says  ubs  Sec 
ties  Inc.  analyst  Linda  Meltzer.  "It's  a  quesl 
of  how  big  a  share  of  the  $500  billion  conver 
or  integrated  market  they  will  get." 
NOTHIN'  BUT  NET.  at&t  has  been  out  front 
pursuing  that  prize.  It  started  in  1994  with 
$12.6  billion  acquisition  of  McCaw  Cellular,  va 
ing  instantly  from  zero  to  first  place  in  cellu 
In  March,  at&t  rewrote  the  economics  of  the 
line  market  with  its  dramatic  offer  of  unlimi 
Internet  access  for  only  $19.95  a  month — an 
free  one-year  trial  offer  for  its  80  million  lo 
distance  customers.  On  Mar.  25,  it  announ 
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Except  for 
the  windshield 

the  wheels 
and  the  price, 

things  are 
pretty  much 
where  you'd 
expect  them 
to  be. 


$18,995' 

well-equipped 

•  Standard  3.3L, 
sequential  EF1  V-6 
j         engine,  161  hp 

•  Standard  speed  control 

•  Standard  power  w  indows 

and  door  locks 

•  Standard  16"  touring  tires 

•  Standard  fog  lamps 

•  Standard  power  heated 

outside  mirrors 

•  Standard  airbagsfor 
driver  and  front  passenger 

•  Standard  air  conditioning 

•  Standard  AM/FM 
cassette  and  center 

console  with  storage 

•  More  passenger  room 
and  trunk  space  than 

Taurus,  Lumina  or  Camry 

•  Better  resale  value 
record  than  Taurus, 
Lumina  or  Camry'* 

•  Customer  One  Care™ 
3-year  or  36,000-mile 

bumper-to-bumper 
warranty  and 
3/36  Roadside  Assistance^ 

•  For  still  more  information, 
call  1-800-4-A-DODGE. 


The  Bells  are 
well-heeled 
and  hungry. 
But  the  Big 
Three  have 

the  knowhow 


Special  Report 


plans  to  market  DirecTV's  satellite-TV  service.  It 
had  already  bought  a  2.5%  stake  in  the  Hughes 
Electronics  Corp.  venture.  AT&T  will  offer  special 
discounts  on  DirecTV  to  its  long-distance  and 
Universal  Card  customers.  "We, intend  to  be 
the  premier  deliverer  of  a  whole  range  of  ser- 
vices: local,  long  distance,  wireless,  entertain- 
ment," pledges  at&t  Chan-man  Robert  E.  Allen. 

mci  and  Sprint  are  determined  to  match  at&t 
sei^vice  for  service,  mci  sold  20%  of  its  shares  to 
British  Telecommunications  Ltd.  in  1994  to  fi- 
nance its  own  diversification  plans.  Its  first  move: 
spending  $2  billion  for  13.5%  of  Rupert  Mur- 
doch's News  Corp.  mci  then  went  out  and  bid 
$682  million  in  January  for  a  license  to  launch  its 
own  DBS  service,  which  it  will  build  in  partner- 
ship with  News  Corp.  The  company  recently 
spent  a  total  of  $1.2  billion  on  a  cellular  phone 
reseller  and  a  computer  systems  integrator  and 
teamed  with  Microsoft  Corp.  to  develop  new 
Internet  services. 

Sprint,  meanwhile,  is  building  one  of  the  na- 
tion's largest  wireless  calling  networks  using 
the  new  personal  communications  services  (PCS) 
technology.  PCS  works  much  the  same  as  cellular, 
delivering  calls  over  radio  waves,  but  is  all-dig- 
ital and  cheaper  to  run.  Splint's  partners  in  the 
venture:  three  of  the  largest  U.  S.  cable  opera- 
tors, reach  a  total  of  39  million  households. 

All  these  supercarrier  visions  will  come  to 
naught,  though,  if  the  long-distance  companies 
don't  grab  local  customers  before  the  local  com- 
panies grab  theirs.  This  is  where  the  long-dis- 
tance companies  face  the  biggest  risks.  It  will 
take  two  or  three  years  and  huge  investments  to 
make  the  local  connections,  while 
local  phone  companies — once  they 
get  the  nod  from  the  Federal  Com- 
munications Commission — can  move 
into  long  distance  without  having  to  spend  much 
at  all.  The  reason:  Those  long-distance  networks 
crisscrossing  the  nation  have  lots  of  excess  ca- 
pacity available  to  resellers.  This  has  already 
forged  a  lucrative  business  for  hundreds  of  long- 
distance small  fry  that  buy  service  from  the 
Big  Three  at  discounts  of  40%  or  more  and  re- 
sell it  to  consumers  at  a  profit. 

Reselling  is  how  the  Bells  will  get  into  long 
distance — and  how  the  long-distance  companies 
will  get  their  start  in  local  service,  too.  But 
there's  a  critical  difference.  Because  there  is 
only  one  network  per  region,  there  is  less  excess 
capacity.  As  a  result,  the  Bells  are  arguing  for  a 
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resale  discount — which  will  be  set  by  the  fc 
of  around  5%.  "The  law  couldn't  be  more  i 
sided,"  says  analyst  Scott  Cleland  of  the  Wj 
ington  Research  Group.  "The  teleph 
companies  get  to  resell  long  distance  at  a  309 
60%  discount,  while  the  long-distance  carr 
can  expect  no  more  than  a  5%  to  20%  discou 

The  alternatives  are  costly.  Building  wirei 
every  'home  is  out  of  the  question:  Industry 
perts  estimate  that  it  would  cost  AT&T  $5  bil 
and  take  the  rest  of  the  decade  to  connect  ev 
home  in  just  the  top  50  markets.  Wireless  pi 
ing  is  another  option  and,  indeed,  McCaw  ( 
lular  (now  AT&T  Wireless)  along  with  a  plan 
PCS  network,  will  cover  80%  of  the  nation's  { 
ulation.  But  it  will  be  at  least  three  years  be: 
this  setup  can  compete  with  wired  serv 
"Wireless  technology  over  some  period  of  t 
will  provide  a  way  to  directly  reach  horn 
says  Joseph  R  Nacchio,  head  of  at&t's  consul 
calling  business.  "But  I  take  a  relatively  mot 
view  of  when  that  will  happen." 

There  are  other  ways  to  circumvent  the  B 
at&t  has  signed  agreements  with  at  least 
competitive  access  providers  (caps),  compai 
such  as  mfs  Communications  Co.  and  Inteli 
Group,  caps  have  high-speed  lines  in  major  ci 
that  connect  corporate  customers  directly 
long-distance  nets.  These  corporations  are 
best  Bell  customers.  They  generate  lots  of  t 
tic  and  are  prospects  for  high-speed  data  li: 
videoconferencing,  and  consulting  services.  T 
are  also  the  most  likely  to  switch  local  carri 
say  numerous  surveys. 
CABLE  CHAOS.  Then  there's  cable.  As  cabk 
systems  gain  voice-calling  capabilities,  they 
provide  the  links  to  millions  of  homes.  Spriri 
putting  its  heaviest  bets  on  cable.  It  wants 
combine  the  nationwide  pes  network  it's  buile 
with  cable-TV  systems  that  will  have  voice 
video.  The  grand  scheme:  offer  consumers  a 
count  on  wireless  calling,  say,  if  they  also  sign 
for  local  phone  service,  long  distance,  and  ce 
TV,  all  under  the  Sprint  brand  name. 

The  venture  was  set  up  last  year,  but  it 
run  into  a  big  glitch.  The  cable  partners — T 
Communications,  Comcast,  and  Cox  Commi 
cations — couldn't  come  to  an  agreement  o 
formula  for  dividing  up  revenues  from  the 
ferent  parts  of  the  package,  so  each  is  now 
gotiating  its  own  deal  with  Sprint.  "There's 
guarantee,  but  there's  a  very  high  probabi 
that  the  deals  will  be  completed,"  says  Sp: 
Chairman  William  T.  Esrey. 

That  could  leave  Sprint  scrambling  to  m 
the  local  connection.  And  in  the  short  term 
least,  it  may  be  far  easier  to  buy  rather  t 
build.  That's  mci's  approach  to  cellular,  for 
stance:  "We're  not  going  to  build  local  wire! 
services,"  says  President  Gerald  H.  Taylor.  " 
can  lease  those  facilities  cheaper." 

But  will  reselling  be  a  viable  long-term  st: 
egy?  Not  according  to  Merrill  Lynch's  May! 
"If  you  don't  own  the  asset,  you're  too  vuln< 
ble  and  too  dependent  on  the  competition."  L 
that  does  not  sound  like  the  model  of  a  2 
century  digital  supercarrier. 

By  Catherine  Arnst  in  New  Yt 
with  bureau  repc 
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Life 


after  DEATH ? 


_S  _Lii  \  ±  JL  A  i  It's  a  question  you  may 
have  pondered  before.  But  the  answer's  really  quite  simple.  If  the 
worst  should  happen  and  you  die,  your  family  will  live  on  after  you. 

But  what  kind  of  life  will  they  he  living  when  you're  gone? 

Will  your  spouse  he  able  to  pay  the  mortgage?  Will  the  kids  he  able 
to  go  to  college?  In  short,  will  your  family  he  able  to  live  the  way 
they  would  have  if  you  were  still  alive? 

With  life  insurance,  everything's  taken  care  of.  Because  the  reality 
is  that  life  insurance  isn't  for  people  who  die.  It's  for  people  who 
live.  To  give  your  children  a  future.  To  give  your  spouse  security. 

Wliether  you're  a  wage  earner  or  homemaker,  life  insurance  should 
he  the  foundation  of  your  family's  financial  security.  Because  life 
doesn't  come  with  guarantees,  hut  life  insurance  does. 


wr  life  insurance  agent  can  give  you  a  plan  for  life.  A  plan 
•at  makes  sure  the  things  you  love  will  always  be  there  for  the 
zople  you  love.  Because  no  one  plans  to  die,  but  everybody 
zeds  a  plan  for  life.  No  one  knows  this  better  than  your 
'ofessional  life  insurance  agent.  Hundreds  of  people  in  your 
)mmunity  trust  your  agent  with  their  families'  futures. 


LIFE    AND    HE  A  L  T  H    INSURA  N  C  E    FOUNDATION    F  O  R    E  DUCA  T  I  O  N. 


Our  promise 


At  EVEREN  Securities,  we've  taken  ninety 
years  of  investment  experience  and  created  an 
independent,  employee-owned  investment  securities 
firm  dedicated  to  a  new  level  of  intense  personal 
service.  We'll  bend  over  backwards  to  help  meet 
your  needs  and  reach  your  investment  goals. 


Because  as  owners,  the  better  we  do  for  you, 
the  better  we'll  do.  Call  1-800-2-EVEREN  for 
more  information  today. 


EVEREN 


SECURITIES 
A  vested  interest  in  your  success. 


Member  NYSE  and  other  principal  exchanges.  Member  SIPC.  ©  1996,  EVEREN  Securities,  Inc. 


■WAY  OR 
10  WAY 
OR  CABLE? 

;'s  still  chasing  the 
iteractive-TV  dream 


t  wasn't  that  long  ago  that  your  TV  cable 
was  destined  to  be  the  most  important  wire 
in  your  home.  The  cable  industry,  after  years 
of  borrowing  heavily  to  string  the  country 
h  coaxial  cable,  predicted  it  would  do  more 
n  just  deliver  TV  programs.  The  promise  of 
ile  was  that  you  could  interact  with  the  net- 
rk,  ordering  a  nearly  endless  supply  of  movies 
1  the  latest  fashions  or  browsing  digital  li- 
nes. In  a  test  that  became  symbolic  of  the  in- 
lay's boundless  enthusiasm,  Time  Warner 
:.  announced  that  by  April,  1994,  it  would 
■e  4,000  homes  in  Orlando  to  fulfill  that  vision, 
rhe  Orlando  test,  like  many  of  the  cable  in- 
itry's  I-way  forays,  has  been  anything  but 
i  dazzling  showcase  that  was  promised.  Time 
rner  finally  finished  wiring  the  homes  a  few 
nths  back.  By  then,  its  ambitious  online  mall 
i  been  scrapped.  The  most  popular  transac- 
n,  aside  from  ordering  up  movies  and  games, 
>  been  buying  postage  stamps.  Even  more 
dest  tests  by  cable  operators,  of  simpler  dig- 
1  set-top  boxes  for  ordering  pay-per-view 
vies  without  using  a  phone,  languish  years  be- 
d  schedule  because  technical  problems  made 
its  prohibitive.  "We're  really  not  sure  when 
le  interactive  TV  will  come,"  admits  James  0. 
bbins,  chief  executive  of  Cox  Communica- 
qs  Inc. 

It  can't  come  soon  enough  for  the  cable-TV  in- 
stry,  which  is  counting  on  deregulation  to  en- 
le  it  to  restart  its  plans  for  digital  conver- 
nce.  The  industry  still  has  a  huge  advantage: 
coaxial  cable  systems  reach  66%  of  the  coun- 
'  and  can,  with  the  right  equipment,  deliver 
'  more  services  than  the  puny  copper  wires 
it  link  most  phone  systems  to  the  home. 
5TER,  FASTER.  Now  the  cable  industry  has  a 
w  way  to  play  on  the  I-way.  It  is  betting  on 
jh-speed  modems  that  can  be  used  with  both 
s  and  personal  computers.  These  devices 
»uld  be  capable  of  pulling  pages  off  the  World 
ide  Web  at  1,000  times  the  speed  of  conven- 
nal  modems.  The  industry  still  has  to  work 
t  some  problems,  including  the  $500  price 
I  for  each  modem.  Also,  a  lack  of  nationwide 
ble-network  standards  severely  complicates 
brts  to  come  up  with  a  universal  device. 
Undeterred,  cable  companies  such  as  Tele- 


Communications  Inc.  and  Cox  have  ordered 
500,000  cable  modems.  They  say  they  intend  to 
begin  offering  the  new  gizmos  to  Web  surfers 
this  summer.  By  2000,  as  many  as  7  million 
homes  may  have  cable  modems,  predicts  For- 
rester Research  Inc.,  pulling  in  $1.3  billion  in 
new  revenue. 

Cable  operators  are  hoping  the 
pure  speed  of  the  modems  will  turn 
couch  potatoes  into  information  ad- 
dicts. At  Boston  College,  where  Continental  Ca- 
blevision  is  testing  9,500  cable  modems  with 
students  and  teachers,  they're  a  hit.  But  the 
real  payoff  will  come  if  cable  operators  can  sell 
them  as  part  of  a  package  of  services,  along 
with  TV  shows  and  voice  services.  Jones  Inter- 
cable  Inc.,  which  delivers  TV  programs  to  40,000 
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,  he  world's  top  corporations 
have  changed  their  view  of 
storage  and  retrieval.  Avis, 
Sony,  Nike  and  MCI  all  use 
EMC  storage  to  take  maximum 
advantage  of  their  most  pre- 
cious resource:  information. 
They  know  storage  is  where 
access  to  information  lives. 
That  its  a  business-critical 
element  of  IT. 

These  industry  leaders  also 
know  that  to  get  the  highest 
performance  possible,  storage 
must  be  purchased  separately 
from  their  computer  systems. 
They  understand  that  computer 
companies  who  also  happen 
to  sell  storage  treat  it  as  a 
commodity.  Holds  a  lot,  but 
it's  pretty  slow.  And  it  usually 
works  only  with  their  computers. 

At  EMC,  storage  is  all  we 
do.  It's  our  entire  business. 


Ordinary 
Information 
Storage. 


_ 


EMC 
Information 
Storage. 


We  focus  on  creating  high- 
performance  solutions  for 
instant  access  to  enterprise- 
wide  information.  No  matter 
which  computer  platform 
you  use. 

The  key  is  our  intelligent 
software  that  lets  customers 
use  our  storage  to  do  more 
than  just  store.  It  actually 
gives  them  a  competitive  edge 
by  helping  them  open  new 
markets,  accelerate  product 
development  and  maintain 
the  highest  levels  of  customer 
satisfaction  possible. 

To  find  out  how  EMC 
can  power  your  company 
into  the  next  millennium,  call 
l-800-424-EMC2,ext.211. 


EMC2 

THE  STORAGE  ARCHITECTS 


FreeTo  Do  More. 


EMC;  and  THE  STORAGE  ARCHITECTS  are  registered  trademarks  of  EMC  Corporation  Other  trademarks  are  the  property  of  their  respective  owners 
EMC  is  a  trademark  of  EMC  Corporation  ©1996  EMC  Corporation  All  rights  reserved. 


Cable  players 

have  one 
big  strength: 
They  know 

how  to 
compete  on 
content 
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subscribers  in  Alexandria,  Va.,  figures  it  can 
undercut  Bell  Atlantic  Corp.'s  phone  prices  by 
20%  by  offering  the  two  services  in  a  single 
package  to  apartment  dwellers  there.  By  the 
end  of  the  year,  the  company  plans  to  offer  its 
own  online  service  as  well  as  phone  service  to 
individual  homes. 

Jones's  big  advantage  is  its  alliance  with 
Bell  Canada  International,  which  owns  30%  of 
the  Denver-based  cable  operator.  Such  rich  re- 
lations are  going  to  come  in  handy.  Just  up- 
grading cable-TV  systems  to  carry  two-way 
conversations  can  be  costly.  By  1999,  cable 
companies  will  spend  $2.36  billion  a  year  to 
upgrade  their-  systems  for  new  services  such  as 
voice,  up  from  $1.78  billion  a  year  ago,  esti- 
mates Frost  &  Sullivan. 

Will  the  investment  pay  off?  The  experience 
of  Time  Warner,  which  is  testing  local  service  in 
Rochester,  N.  Y.,  is  not  encouraging.  Despite  of- 
fering discounts  of  up  to  10%  off,  sign-ons  for 
the  service  have  been  slow.  Time  Wamer  refus- 
es to  provide  numbers,  but  Rochester  Telephone 
says  it  has  only  lost  3%  of 
its  customers  to  the  media 
giant  and  nine  other  rivals 
since  the  market  was  opened 
up  a  year  ago. 

So  the  phone  companies 
aren't  quaking  yet.  Cable  op- 
erators "don't  have  the  capi- 
tal or  the  technology,"  says 
Bell  Atlantic  Chairman  Ray- 
mond W.  Smith.  In  2005,  the 
cable  industry  will  generate 
$5.9  billion  in  telephone  rev- 
enues, figures  Paul  Kagan 
Associates  analyst  Sharon 
Armbrust.  By  then,  howev- 
er, the  total  market  will  have  nearly  doubled,  to 
$300  billion. 

TARGET  practice.  The  safest  bet  for  cable  op- 
erators, then,  is  to  team  up  with  phone  compa- 
nies, tci,  Cox,  Comcast,  and  Continental  have 
been  doing  that  for  years  through  their  jointly 
owned  Teleport  Communications  Group,  a  com- 
petitive access  provider  that  offers  voice  and 
data  services  to  businesses  in  major  U.  S.  cities. 

tci,  Cox,  and  Comcast  are  now  aiming  at  the 
consumer  market  through  their  joint  venture 
with  Sprint,  the  No.  3  long-distance  carrier.  Their 
plan  is  to  build  a  nationwide  personal  communi- 
cations service  (pes)  network,  a  low-price  version 
of  cellular  that  may  be  able  to  compete  with 
wired  local  calling.  The  consortium  has  started 
selling  the  service  in  the  Washington  (D.  C.) 
area  and  plans  a  rollout  in  up  to  25  more  mar- 
kets by  late  this  year.  But  a  broad- 
er agreement  to  jointly  offer  wired 
local  service,  long  distance,  and  ca- 
ble tv  with  Sprint  is  being  rene- 
gotiated because  the  four  partners  couldn't  agree 
on  how  to  divide  revenues. 

Meanwhile,  with  more  than  63  million  homes 
spending  nearly  $25  billion  a  year  on  cable-TV 
services,  the  business  has  become  an  inviting 
target  for  phone  companies.  U  S  West  Inc.  has 
bid  $10.8  billion  for  Continental,  the  industry's 
third-largest  player.  Ameritech  Corp.  has  re- 


TV  REVENUES 


SUBCRIPTION 
VIDEO  SERVICES 


INDUSTRY  SPENDING 
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ceived  approval  to  begin  cable  operations  ir 
markets.  Using  the  latest  in  fiber  technol 
Ameritech  says  it  can  offer  as  many  as  90  cl 
nels  to  the  region's  400,000  customers  now 
viced  by  cable.  And  at&t  has  announced  plan 
compete  against  cable  operators  by  offering 
DirecTV  direct-broadcast  satellite  (dbs)  servic 
its  long-distance  customers,  mci  Commun 
tions  .Corp.,  in  partnership  with  News  Cc 
plans  to  launch  its  own  dbs  service  in  1998. 
HOORAY  FOR  HOLLYWOOD.  The  cable  compa 
feel  the  pinch.  Partly  to  fend  off  Ament 
Cablevision  Systems  Corp.  spent  $300  mil 
rebuilding  its  system  in  Cleveland  last  Nov 
ber  and  has  begun  work  as  well  in  two  s 
urbs.  In  Cleveland  Heights,  that  will  enable 
cable  system  to  nearly  double  the  40  channe 
now  offers.  In  the  Detroit  suburb  of  Northv 
Continental  Cable  countered  Ameritech's 
vances  by  offering  subscribers  free  hbo  if  t 
signed  on  for  a  year. 

Continental's  approach  underscores  on( 
the  strengths  of  the  cable  players.  They  kr 
how  to  compete  on  cont 
That's  why  you  see  so  m 
deals  between  cable  op< 
tors  and  movie  studios,  j 
lishers,  sports  franchi 
and  so  on.  The  operatoi 
and  their  emerging  comp 
tors — need  programming 
shove  through  all  those  h 
speed  lines.  Witness  T 
Warner's  willingness  to 
$7.5  billion  to  buy  Tur 
Broadcasting  System,  wl 
owns  CNN.  Or  Comcast's 
cent  purchase  of 
Philadelphia  76ers  basket 
and  Flyers  hockey  teams,  and  Cox's  one-tl 
stake  in  Digital  Domain,  the  company  resj: 
sible  for  the  visual  effects  in  the  movies  A\ 
lo  13  and  Thte  Lies. 

With  all  this  frenzy  for  content,  perhaps 
body  is  happier  about  telecom  deregulation  t 
Hollywood.  At  least  two  cable  companies 
expected  to  bid  for  mgm/ua,  the  debt-strap 
studio  that  French  bank  Credit  Lyonnais  ; 
put  on  the  market.  Walt  Disney  Co.  signed  oi 
the  Americast  consortium  with  Ameritech, 
Communications,  BellSouth,  and  gte  to  prc\ 
an  animated  channel  navigator  and  sped; 
made  programming  for  a  new  cable  chan 
The  partners  will  all  telecast  it  to  their  s 
scribers.  As  a  bonus,  the  phone  compar 
agreed  to  offer  the  Disney  Channel  in  their 
sic  cable  package,  forgoing  the  added  cha 
for  a  premium  service. 

Showbiz  alone,  however,  will  not  keep  ce 
competitive  in  a  deregulated  world.  Ultimate! 
must  deliver  on  the  interactive  vision  it 
long  promised.  "We  keep  hearing  about  th 
high-speed  modems,  but  we're  not  seeing  m; 
of  them,"  sneers  Greg  Brown,  president 
Amer-itech's  new-media  unit.  "Just  like  th 
digital  boxes."  Cable  operators  can  only  h 
their  customers  have  short  memories. 

By  Ronald  Graver  in  Los  Angeles,  with  El 
beth  Lesly  in  New  York  and  bureau  reports 
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Its  your 

IRA  money 

Why  share  it? 


ou  earned  it.  Now  you're  going  to  pay  someone 
an  annual  fee  for  the  privilege  of  holding  it? 
Over  time,  that  $29  charged  every  year  could 
lean  $6,000  less  for  you* 

At  Charles  Schwab,  you  don't 
have  to  pay  an  annual  IRA  fee.  (Just 
have  $10,000  in  your  account  by 


i —  r 

in 

NO  ANNUAL  FEE 

ATT 

ieptember  15,  1996.)  And  that's  just  for  starters. 

Lots  of  Ways  to 
Be  Selfish. 

Stocks,  bonds,  CDs,  global  funds,  you  name 
t — Schwab  has  it.  All  available  with  our  everyday 
ow  rates.  (Save  an  extra  10%  when  you  trade  online 
>r  by  phone.) 

You'll  save  buying  mutual  funds,  too.  Choose 
rom  over  350  in  our  Mutual  Fund  OneSourcef  all 
vithout  loads. 


Thousands  of  New  Accounts. 

Nobody  on  Commission. 
Something  Must  Be  Working. 

Every  month,  tens  of  thousands  of  investors 
switch  to  Schwab.  And  that's  without  commissioned 
sales  people  calling  up  at  dinner  time.  We  were 
founded  on  the  idea  that  individuals  should  get  a  fair 
shake  in  investing.  Lots  of  people  seem  to  agree. 


.'if,  '    'o  J"«, 


Call  for 
Your 
Free 

Retirement 
Planning  Guide. 


1^800^310^2849 

http://www.schwab.com 


You  Can't  Retire  Until  Your  Money  Goes  To  Work. 


Charles  Schwab 


sumes  total  savings  of  $6,031  over  35  years,  based  on  a  hypothetical  8%  return  on  initial  $10,000  deposit  and  a  $29  annual  account  fee  savings.  Set-up 
d  maintenance  fees  for  certain  IRA  assets  such  as  limited  partnerships  and  promissory  notes  still  apply.  Prospectuses  containing  more  complete  informa- 
n,  including  management  fees,  charges  and  expenses,  are  available  from  Schwab.  Please  read  them  carefully  before  investing.  Schwab  receives  remunera- 
n  from  Mutual  Fund  OneSource  companies.  ©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (3/96) 


jffield,   on  Informix 


Dave 
D  u  f  f  i  e  I  d 

CEO, 
PeopleSoft 


"As    a    worldwide    provider   of  client/server 
business    applications,    we    depend    on  pow- 
erful   database   technology   that   enables  our 
applications    to    meet    our   customers'  needs. 

That's    why    we    partner    with    Informix.    Their    leading  tech- 
nology   and    commitment    to    customer    success    fit  perfectly 
with    our    own    philosophy.    Together,    we    help    our  customers 
manage    a    constantly    evolving  enterprise." 


Kathy 
G  o  g  a  n 

VP  Partner 
Marketing, 
Informix 


"Our   database   technology   was   architected    to   meet   the  demands 
of   dynamic   organizations.    PeopleSoft   is   taking    advantage  of 
that   by   building    high-performance,    highly   scalable  applications 
that   put   customers   a   step   ahead,    and    keep   them  there." 

At  Informix,  we  deliver  innovative  database  technology 
for  a  growing  number  of  industry  leaders  worldwide.  By 
teaming  with  companies  who  share  our  vision,  we  provide 
our  customers  with  the  solutions  they  need  to  stay  ahead 
of  change,  make  the  most  of  emerging 
opportunities,  and  gain  a  competitive 
edge  in  business. 


U  INFORMIX 


www.informix.com 


©  1996  Informix  Software,  Inc  The  following  is  a  worldwide  trademark  of  Informix  Software.  Inc  .  or  its 
subsidiaries,  registered  in  the  United  States  as  indicated  by  ®.  and  in  numerous  other  countries  world 
wide  Informix  All  other  companies  and  product  names  may  be  trademarks  of  their  respective  owners 
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PLEASE  HOLD 
FOR  NEW 
TECHNOLOGY 

The  basic  science  is 
in  hand;  costs  are  not 

Donald  Green  spends  his  days  selling  the 
kind  of  high-speed  communications  gear 
that  is  helping  pave  the  Information  Su- 
perhighway. But  at  night,  when  he  tries 
surfing  the  Internet  from  his  home  in  Santa 
Rosa,  Calif.,  he  finds  that  the  out-of-date  phone 
circuits  serving  his  town,  50  miles  north  of  San 
Francisco,  won't  let  his  modem  go  any  faster 
than  2,400  bits  per  second — too  slow 
to  make  Net  cruising  worthwhile. 
So,  says  Green,  when  he  hears  that 
the  I-way  is  just  around  the  cor- 
ner, "I  kind  of  laugh  a  little.  You  have  to  rec- 
ognize the  limitations  of  capital  and  existing 
plant." 

Limitations?  In  the  New  Age  of  telecommu- 
nications? But  weren't  microchips  and  optical 


fibers  supposed  to  mak 
of  these  little  problem 
away? 

Not  quite.  Sure,  the 
ence  for  the  I-way  is  w< 
hand.  In  March,  for  exai 
three  labs  announced 
they  had  managed  to  pu 
trillion  bits  of  data  per 
ond  over  a  single  hair 
optical  fiber.  That's  eni 
to  carry  12  million  sim 
neous  conversations 
download  100  two- 
movies  in  a  second.  Foi 
airwaves,  companies  su< 
Analog  Devices  Inc.  in 
wood,  Mass.,  are  devek 
chips  for  cellular-phone 
stations  that  can  unders 
calls  in  any  format  jus 
switching  to  the  right 
coder  program.  They  e 
"software  radio." 

But  paying  for  this 
of  technology  is  another 
ter.  Time  after  time,  cor 
nications  companies 
sketched  out  bold  plan 
extending  advanced  di 
networks  to  consumers 
retreated  when  it  be( 
clear  that  they  could  nt 
so  profitably. 
Case  in  point:  Around  1990,  the  phone 
panies  were  going  to  snake  an  optical  fibi 
every  home.  But  that  would  have  cost  well 
$1,000  per  home.  So  they  decided  to  ex 
fiber  only  partway  and  use  coaxial  cable  fo: 
rest.  By  last  year,  that,  too,  seemed  a  bit  ric 
a  few  phone  companies  began  thinking  of  w 
ing  higher  speeds  out  of  their  existing  twi: 
pair  copper  wiring,  which  they  would  lea^ 
place  for  the  "last  mile"  to  the  home. 

Cable  operators  got  cold  feet,  too.  Tw 
three  years  ago,  they  announced  plans  to  ii 
millions  of  digital  set-top  boxes.  Most  of  t 
plans  have  been  cancelled  or  postponed  as  th 
erators  began  to  realize  how  much  it  would 
to  buy  the  boxes  and  upgrade  their  networ] 
use  them.  Some  operators  would  have  to 
analog  channels  off  the  air-  to  make  room  for 
ital,  angering  viewers.  Now,  Scientific-Atl 
Inc.  has  cashed  in  on  the  resistance  to  di 
by  selling  more  than  900,000  "advanced  an; 
boxes  that  enable  such  features  as  extra-i 
mative  program  guides.  They  cost  operators 
to  $200,  vs.  more  than  $500  for  a  digital  bo: 
CHEAPWARE.  Lately,  cable  operators  have 
emphasized  interactive  television — a  c( 
scheme  that  depends  on  banks  of  compi 
and  disk  drives  to  serve  up  movies  and  \ 
shopping.  Instead,  they're  jumping  on  tht 
ternet,  ordering  speedy  cable  modems.  But  t 
will  require  upgrades  of  cable  systems,  too 
The  technology  retreat,  however,  may  be 
ing.  The  cost  of  cutting-edge  gear  such  as 
optoelectronic  components  for  fiber  networ 
dropping.  And  now  that  the  deregulation 
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'Vhen  it  comes  to  choosing  an  employee  dental  plan, 
weVe  raised  the  options  and  lowered  the  price. 


Introducing  the  Choice  Dental  Plan  from 
ue  Cross  of  California.  The  revolutionary 
iw  plan  that  offers  employees  PPO,  HMO 
id  out-of-network  dental  care,  plus  the 
jxibility  to  change  plans  as  often  as  they 
ant. 

And  now,  most  of  our  plans  can  deliver 
1  of  those  options  for  considerably  less 
tan  you  and  your  employees  would  expect 


to  pay —  thanks  to  our  expertise  in  managing 
plan  utilization  and  negotiating  fees  with 
thousands  of  participating  dentists. 

If  your  company  has  50  or  more  employees, 
call  your  local  Blue  Cross  broker,  consultant 
or  group  sales  office  for  more  information. 
And  we'll  show  you  a  plan  to  keep  everyone 
smiling.  Including  Accounts  Payable. 


Blue  Cross  of  California, 


Je  Cross  of  California  is  an  Independent  Licensee  of  the  Blue  Cross  Association.  *  \  registered  trade  mark  of  the  Blue  Cross  Association.  <   ISBWi  Blue  Cross  of  California. 


Special  Report 


The  Net  is 

"about  as 
reliable  these 

days  as  the 
phone  system 

in  Russia" 


has  passed,  companies  have  a  far  clearer  picture 
of  where  they  can  invest  in  such  technology 
and  expect  a  profit. 

For  example,  prices  are  falling  for  high-speed 
data  connections  to  the  home — higher-speed 
ones,  anyway.  Donald  Green,  the 
Santa  Rosa  resident  with  the  bad 
phone  line,  is  chief  executive  of  Ad- 
vanced Fibre  Communications  in 
Petaluma,  Calif.,  which  sells  boxes  that  bring 
digital  signals  closer  to  rural  homes.  Typically, 
rural  phone  systems  have  long  runs  of  wire  be- 
tween switches  and  homes.  That  distance  wreaks 
havoc  with  high-speed  communications  signals. 
Using  Advanced  Fi- 
bre's    device,  which 
costs  $4,000  plus  $150 
per  line,  phone  compa- 
nies can  upgrade  rural 
lines  so  customers  can 
use  high-speed  modems 
or  subscribe  to  isdn 
(integrated  services 
digital  network),  a  data 
service  that  operates  at 
128  kbps. 

Meanwhile,  compa- 
nies such  as  Aware  Inc. 
of  Bedford,  Mass.,  are 
pushing  technology  that 
would  let  phone  compa- 
nies squeeze  more 
capacity  out  of  exist- 
ing twisted-pair  phone 


providers    tend    to    stay    on    for  he 
To  keep  Internet  traffic  from  knocking  -\ 
callers  out  of  the  box,  Pac  Bell  and  others 
having  to  spend  hundreds  of  millions  of  do 
beefing  up  their  switches  and  the  trunk  lines 
tween  them.  The  phone  companies  see  a 
chronous-transfer-mode  switches  as  their 
mate  salvation.  For  efficiency,  ATM  bn 
messages  into  packets  and  stuffs  data  pac 
into  the  spaces  between  voice  and  video  pac 
But  with  so  much  invested  in  their  convent: 
switches,  phone  companies  are  likely  to  1 
voice  calls  on  those  devices  for  years  to  coi 
The  Net  has  its  own  technical  limitations 
«^^^^^^^^  cope  with  expone 
traffic  growth,  coi 
nies  and  Internet 
erators  keep  adi 
routers — special 
computers  that  i 
packets'  addresses 
send  them  on  t 
way.  But  that  m< 
that  a  message  < 

makes  it  so  tough:  ™eb  ^ge  ™y  h% 
 »   hop   through  20 

TWISTED-PAIR  Physics  puts  a  cap  on  how 
quickly  you  can  pump  signals  through  a  pair 
of  narrow-gauge  copper  wires.  Asymmetric 
digital  subscriber  line  (ADSL)  technology 
can  send  8  megabits  per  second  to  the 
home  and  640  kilobits  back.  But  the  neces- 
sary electronics  cost  over  $1,000 — and  any 


Building  the  I-Way: 
Why  Technology  Matters 

It  may  be  decades  before  every  home  is 
wired  with  fiber  optics.  Until  then,  engineers 
are  struggling  to  make  the  best  out  of 
lower-capacity  technologies.  Here's  what 


loose  wiring  seriously  degrades  the  speed. 


more  routers  to  r 
its  destination.  Rot 
can  spend  more  1 
figuring  where  to 
the  hot  potato  < 
packet  than  doing 
actual  passing. 
That's  one  caus 


wiring.    Asymmetric  1 — ' —    Internet  "brownoi 


digital  subscriber  line 
(adsl)  sends  megabits 
of  data  over  ordinary 
twisted-pair  phone 
wiring  by  exploiting 
frequencies  as  high  as 
1  million  cycles  per 
second.  Signals  on  cop- 
per wires  lose  power 
rapidly  at  those  fre- 
quencies, so  adsl  re- 
quires sensitive  signal- 
detection  chips.  Aware 
uses  detection  methods 
it  developed  for  the 
U.  S.  military  and  spy 
agencies.  To  hedge  its  bets,  it  is  testing  ver- 
sions that  work  over  coaxial  cables.  Says  ceo 
Jim  Bender:  "We're  supplying  armament  to 
both  sides." 

DATA  BROWNOUTS.  Of  course,  once  the  high- 
speed capacity  is  in  place,  people  are  sure  to  use 
it.  Even  now  phone  companies  are  beginning 
to  see  that  the  Info  Highway  is  going  to  be  a  lot 
like  the  concrete  kind — the  more  you  build,  the 
more  people  will  get  on,  and  the  more  traffic 
congestion  will  result. 

Already,  the  explosion  of  Internet  use  has 
pointed  up  the  shortcomings  of  a  phone  system 
designed  for  voice  calls  when  the  online  crowd 
plugs  in.  Pacific  Bell,  for  instance,  offered  isdn 
service  with  no  per-minute  charge  on  week- 
ends, only  to  learn  too  late  that  Web  surfers 
who  use  it  to  reach  their  Internet  access 


COAXIAL  CABLE  These  TV  systems  were 
built  for  broadcast,  not  interaction.  They 
need  new  amplifiers  that  work  in  both  direc- 
tions. The  frequencies  available  for  data  and 
phone  calls  are  the  low  ones  that  are  most 
susceptible  to  electromagnetic  static — say, 
from  your  vacuum  cleaner. 

WIRELESS  Digital  cellular  networks  can't 
handle  heavy-duty  data  or  video,  so  they 
won't  suffice  as  the  lone  pipeline  to  the 
home.  As  antennas  in  the  sky,  satellites  are 
great  for  broadcasting  television.  But  fitting 
them  to  handle  lots  of  two-way  communica- 
tion is  immensely  expensive. 


in  which  resp< 
times  become  int< 
ably  long.  NetStar 
of  Minneapolis  is  p 
ing  a  solution:  an 
ternet  redesigned 
fewer,  more  powc 
routers,  so  pac! 
take  fewer  h 
Something  has 
change,  says  Marl 
Garver,  NetStar's  i 
president  for  sales 
marketing:  "The  I 
Internet  is  aboul 
reliable  these  day 
the  phone  system  in  Russia." 

Those  are  hardly  the  only  hurdles.  Th< 
also  security  and  the  ability  of  diverse  netw< 
to  work  together.  For  the  phone  companies, 
of  the  biggest  problems  is  their  antiquated  ( 
puters  for  call-handling,  maintenance,  bill 
and  the  like.  It  costs  a  company  such  as  Nj 
Corp.  some  $200  million  to  $300  million  a  ; 
simply  to  maintain  mainframe  software  j 
grams,  which  are  in  some  cases  decades 
The  way  it's  stored  now,  a  phone  compa 
treasure  trove  of  data  on  customers  is  largeh 
accessible. 

That  problem,  like  the  others,  will  eventu 
be  solved  because  there's  an  economic  incen 
to  solve  it.  But  only  when  the  pain  of  inac 
becomes  greater  than  the  pain  of  action. 

By  Peter  Coy  in  New  1 
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Templeton  International  Equity  Funds 
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Investment  Opportunities  Are  Not  Limited 
By  Borders  Or  Time  Zones. 


World  changes  often  bring  new  investment  opportu- 
nities. Templeton  Worldwide  seeks  to  make  the  most  of 
these  changes  with  a  diverse  group  of  international  equity 
mutual  funds. 

Today  the  U.S.  represents  only  39%  of  the  world's  total 
stock  market  capitalization.*  And,  when  you  consider  that  the 
U.S.  stock  market  ranked  only  11th  among  the  world's  top  18 
equity  markets  over  the  past  ten  vears,  it's  clear  there  are 


past 


yean 


opportunities  overseas.tf  Of  course,  international  investments 
can  pose  greater  risks  as  well  as  rewards  when  compared  with 
U.S.  investment,  and  the  funds'  share  price  will  fluctuate 
depending  upon  markets,  currencies  and  political  climates. 

Templeton  Worldwide  provides  professional  management 
and  a  clear  goal  of  long-term  performance. 

To  learn  more  about  a  specific  Templeton  fund,  call  your 
investment  representative  or  Templeton  today. 


tSource:  Morgan  Stanley  Capital  International  Perspective  and  International  finance  Corporation  Monthly 
Update,  1996. 

ff Source:  Morgan  Stanley  Capital  International.  Rankings  are  based  on  total  return  for  the  1 0-year  period 
ended  12/31  /95,  assume  reinvestment  of  dividends,  and  arc  hosed  on  return  in  US.  dollars. 
Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc 


Call  1-800- 
342-FUND 
Ext.  T  3  3  2 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

///■)  '  I  would  like  a  free  prospectus 
containing  more  complete  information, 
including  sales  charges  and  expenses,  on  the 
Jund(s)  checked  below  I  will  read  the 
prospectus(esJ  carefully  before  I  invest  or 
send  money 


Templeton  Torctgn 

  Templeton  Growth  Fund 

  Templeton  Smaller  Companies 

Growth  Fund 
G    /  am  currently  a  Templeton  shareholder. 
Name 
Address 
City 


Fund 


State/Zip 


BWK-t/W, 
T332 


Tfempleton 

-■-WORLDWIDE 


A  Member  of  the  $135  Billion  Franklin  Templeton  Group 
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SHOWTIME 
FOR  THE 
WATCHDOG 

Now,  the  FCC  must  set 
the  rules  for  reform 


Special  Report 


As  the  telecom  reform  act  ushers  in  an  era 
of  freewheeling  competition,  federal  regu- 
lation will  fade  away,  right?  Wrong.  The 
Federal  Communications  Commission's  le- 
gions will  be  busier  than  ever  writing  the  rules 
to  implement  the  law's  sweeping  changes  and 
create  a  smooth  glide  path  to  full  competition. 
"This  is  the  most  intense  and  important  time  in 
the  fcc's  62-year-old  history,"  boasts  its  chair- 
man, Reed  E.  Hundt. 

The  agency  wound  up  with  this  huge  role  in 
part  because  of  the  drawn-out  legislative  process 
that  produced  the  bill.  In  order  to  get  telecom 
reform  passed — after  10  years  of 
trying — Congress  booted  many  of 
the  thorny  details  to  the  fcc.  For 
instance,  News  Corp.  Chairman  Ru- 
pert Murdoch  and  his  fellow  broadcasters  tried 
last  year  to  stop  Congress  from  closing  a  loop- 
hole that  let  the  broadcasters  get  around  limits 
on  station  ownership.  That  issue  was  such  a  hot 
potato  that  it  might  have  tied  up  the  entire  bill. 
Now,  it's  in  the  hands  of  the  commission. 

There  are  dozens  of  other  unresolved  issues 
the  fcc  will  address — and  in  doing  so,  shape 
policy.  "What  they  do  will  determine  the  future 
of  competition  in  communications,"  says  Leon 
M.  Kestenbaum,  vice-president  for  federal  reg- 
ulatory affairs  at  Sprint  Corp.  The  states  have  a 
role,  such  as  overseeing  local  rates  and  verifying 
that  the  Bells  comply  with  a  checklist  of  condi- 


Effect  on 
tigible  telecor 
Exempt  telecoi 
Nondiscriminat 
Special  Pro 


tions  to  prove  their  networks  are  "open."  i 
the  Justice  Dept.  will  be  looking  at  poss 
antitrust  issues.  But  the  big  questions  of 
moment  will  go  to  the  fcc.  "The  fcc  has 
come  the  new  battleground,"  says  Colun 
University  economics  professor  Eli  Noam. 

The  No.  1  issue  will  be  introducing  comp 
tion  into  local  calling.  The  agency  must  rejig 
a  patchwork  of  subsidies  that  have  been  use< 
ensure  "universal"  local  service.  Phone  con 
nies  usually  charge  high  rates  to  businesses- 
keep  residential  rates  low.  But  with  rivals  g 
ning  for  business  customers,  local  compai 
can't  be  expected  not  to  cut  business  rates.  ' 
law  calls  for  the  fcc  to  implement  a  subs 
pool  that  will  be  used  to  pay  for  cut-rate  ser 
to  poor  and  rural  customers.  But  the  FCC  n 
figure  out  who  pays  and  what  sendees  shoulc 
subsidized:  just  dial  tone- — or  computer  link 
schools,  too? 

DEGREES  OF  SEPARATION.  At  the  same  ti 
the  agency  must  develop  rules  that  give  new 
cal  players  a  fair  shot  against  existing  monc 
lies.  Many  entrants  into  local  calling  will  start 
reselling  capacity  from  existing  carriers — rat 
than  building  their  own  networks.  How  m 
the  incumbent  phone  company  charges  will 
up  to  the  fcc.  The  law  defines  the  whole: 
price  as  "retail  less  avoided  costs" — what  the 
cal  company  doesn't  pay  in  marketing,  custoi 
service,  and  billing  when  dealing  with  resell 
But  how  much  are  such  costs?  The  Bells 
they're  minimal  because  they  want  to  cha 
as  much  as  possible.  The  local  upstarts,  incluc 
AT&T,  mci  Communications,  and  Sprint,  ar; 
that  avoided  costs  are  quite  high— justify 
lower  rates  to  them. 

The  fcc  must  also  figure  out  how  to  "unb 
die"  local  phone  service.  In  the  past,  the  Bells 
fectively  barred  resale  by  bundling  all  servi 
together.  For  example,  they  would  force  rival; 
buy  switching  as  well  as  capacity,  even  if 
they  needed  was  capacity.  That  made  resale 
profitable.  The  new  law  requires  local  carriers 
price  services  separately,  but  the  fcc  deci 
how.  The  Bells  want  the  fcc  to  allow  then: 
factor  in  costs  such  as  depreciation.  Rivals  w 
to  pay  only  for  the  actual  cost  of  the  service 

Some  new  entrants  may  choose  to  build  tl 
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own  net- 
works. For 
them,  the  FCC  must 
figure  out  rules  for  intercon- 
g  with  existing  local  networks.  The  new 
3  ambiguous  on  this  issue,"  says  Heather 
tt-Gold,  president  of  the  Association  for 
Telecommunications  Services.  It  says  ri- 
hould  be  able  to  connect  at  "any  techni- 
easible  point."  How  the  fcc  clarifies  that 
could  have  a  big  effect  on  the  costs  of 
mnecting. 

!  commission  is  also  working  on  more 
8  new  cable  rules.  Under  the  new  law,  all 
sgulation  will  be  removed  in  1999.  If  a  ca- 
ierator  wants  to  be  free  earlier,  it  must 
the  FCC  that  there's  "effective  competi- 


tion" from  at  least  one  rival.  Right  now,  the 
fcc  defines  that  to  mean  a  rival  can  reach  50% 
of  a  market  and  has  15%  of  potential  cus- 
tomers. Congress  has  the  fcc  examining  that 
rule.  The  cable  industry  wants  the  numbers 
halved  or  dropped.  Phone  companies  and  other 
cable  rivals  want  them  left  as  they  are. 
BOX  BATTLE.  Cable  companies  are  also  watching 
how  the  fcc  rules  on  cable-converter  boxes.  It's 
up  to  the  fcc  to  determine  whether  they  will  be 
sold,  the  way  phones  are,  or  simply  leased,  as 
they  are  now.  In  Congress,  electronics  retail- 
ers such  as  Circuit  City  Stores  Inc.  lobbied  for 
box  sales.  But  the  prospect  upsets  cable  opera- 
tors, which  reap  big  profits  on  rentals.  Box  mak- 
ers also  fight  the  notion  of  selling — because  it 
might  require  the  industry  to  settle  on  a  uni- 
versal standard.  That  would  make  it  possible 
to  move  boxes  between  systems  but  might  com- 
plicate plans  to  upgrade  networks,  argue  box 
makers.  Retailing  "would  be  a  serious  problem 
for  the  industry,"  says  General  Instrument  Corp. 
Chairman  Richard  S.  Friedland. 

While  the  fcc  is  working  through  all  these 
issues,  Congress  will  be  watching.  And  once 
the  new  regs  are  written,  chances  are  law- 
makers will  consider  downsizing  the  agency. 
But  for  now  at  least,  the  fcc's  Hundt  doesn't 
have  time  to  worry  about  the  future.  He's  too 
busy  launching  the  deregulation  that  could  seal 
the  fcc's  fate. 

By  Mark  Lewyn  in  Washington 


Should  cable 
boxes  be  sold 
like  phones 
or  rented  as 
they  are  now? 
It's  up  to 
the  FCC 


EUROPE'S  MARKETS  ARE  GETTING  REWIRED,  TOO 


■he  U.  S.  may  be  charging  ahead 
in  telecommunications  deregula- 
tion, thanks  to  its  broad  new 
rs.  But  the  forces  pushing  Ameri- 
is  to  open  up  communications 
rkets  are  sweeping  the  globe, 
■eady,  developing  nations  such  as 
ile,  Malaysia,  and  the  Philippines 
re  dismantled  state-owned  phone 
nopolies  and  invited  competi- 
n — and  badly  needed  investment, 
ey're  beefing  up  communications 
rastructures  to  leap  into  the 
ormation  economy. 
Europe  won't  be  left  behind.  Eng- 
d,  Sweden,  and  Finland  have  open 
rkets  now.  On  Jan.  1,  1998,  15  Eu- 
>ean  Union  countries  and  neigh- 
's Switzerland  and  Norway  are 
3  to  liberalize  theirs.  Across  Eu- 
>e,  rules  are  already  being  loos- 
ed. Competition  has  intensified  in 
rkets  such  as  corporate  networks 
i  mobile-phone  services,  which 
re  been  liberalized  since  1990. 
New  players  are  investing  billions 
dollars  in  networks  and  in  building 
lances.  Italy's  Olivetti  has  a  joint 
iture  with  Bell  Atlantic  Corp.  to 
er  corporate  network  and  data 


services.  It  plans  to  team  up  with 
France  Telecom  and  Deutsche 
Telekom  to  challenge  the  monopoly 
Telecom  Italia.  In  Germany,  Mannes- 
mann  and  Deutsche  Bank  are  offer- 
ing services  through  Communications 
Network  International. 
BACKBONE  SYSTEMS.  Starting  in 
July,  new  competitors  will  be  permit- 
ted to  lease  phone  lines  from  cable 
companies,  railways,  and  utilities,  by- 
passing the  monopoly  of  national  op- 
erators. That  paves  the  way  for  a 
potential  heavyweight:  Hermes  Eu- 
rope Railtel,  a  consortium  of  railway 
companies  backed  by  financier 
George  Soros.  It  is  in  the  first  phase 
of  laying  a  $1.2  billion  trans-Euro- 
pean backbone  network.  The  plan  is 
to  sell  capacity  to  other  phone  com- 
panies, corporations,  and  new  phone 
upstarts.  Utilities  such  as  Germany's 
rwe  Group,  Veba,  and  Viag,  and 
smaller  electric  companies  already  of- 
fer private  corporate  network  ser- 
vices on  their  backbone  systems  and 
are  poised  to  resell  more  capacity. 

As  in  the  U.  S.,  deregulation  is  cre- 
ating lots  of  work  for  regulators.  The 
European  Union  recently  backed  Es- 


prit Telecom,  a  Dutch  seller  of  corpo- 
rate network  services,  in  a  complaint 
against  Spanish  monopoly  Telefonica 
de  Espana,  forcing  it  to  offer  Esprit 
leased  lines.  In  Germany,  upstart  op- 
erators cried  foul  when  Deutsche 
Telekom  aimed  to  slash  rates  for  cor- 
porate networks  by  up  to  35%.  They 
complained  that  the  state-owned  gi- 
ant— due  to  be  privatized  in  Novem- 
ber— wants  to  kill  competition.  "We 
will  exhaust  every  avenue  to  protect 
our  interest,"  says  Ulf  Bohla,  manag- 
ing director  of  Vebacom,  which  is 
owned  by  Veba  and  Cable  &  Wireless 
PLC.  It  plans  to  invest  $2.2  billion 
over  five  years  and  aims  to  be  Ger- 
many's No.  2  phone  company. 

While  consumer  markets  haven't 
budged  much,  the  fight  for  lucrative 
corporate  calling  will  be  fierce.  As  a 
result,  in  five  years,  the  monopolies 
could  lose  up  to  40%  of  their  mar- 
kets— and  70%  of  their  profits,  says 
Steve  Morgan,  a  consultant  with 
London-based  Logica.  That's  a  wake- 
up  call  no  one  can  miss. 

By  Gail  Edmondson  in  Paris, 
with  Karen  Lourry  Miller  in 
Hanover 
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At  Acer®,  we've  got  lofty  goals.  As  do  our  customers.  So,  before  setting 

We  Aspire 

out  to  redefine  personal  computing  for  the  home,  we  listened  to  their 

to  greatness. 

needs,  their  concerns,  and  even  their  hopes  and  dreams.  The  result? 


The  new  Acer  Aspire™  Minitower  computer.  Just 


^1 


one  look  at  Aspire  suggests  something  radically 
different.  The  way  it  looks  more  suitable  for  the 
den  or  home  office  than  your  standard  corporate  cubicle.  The  way 


its  inviting  design  meshes  perfectly  with  its  powerful  features,  which 


include  the  Intel®  Pentium®  processor.  The  way  Aspire  practically  sets 


cer\ 

r  i 


itseli  up,  easing  the  rears  ot  new  rL.  users.  Aspire  is  what  people  think 


a  home  PC  should  be.  It's  a  bold  approach,  and  one  that  people  are 


responding  to  with  overwhelming  enthusiasm.  Aspire  is  representative 


of  the  way  we  at  Acer  approach  every  challenge,  every  day — with  the 


kind  of  thinking  that  redefines  leadership  in  the  computing  marketplace. 


Designed  for 


'-»#! 


Microsoft11' 
Windows"95 


For  additional  information  about  the  Aspire  Minitower  Computer  or  to 
contact  a  retailer  near  you,  call  1-800-381-ACER.  Acer  Xpress  Faxback 
System  1-800-554-2494.  Acer  BBS  1-408-428-0140, 
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STRATEGIES 


TUNE-UP  TIME 
FOR  HARLEY 

It  must  soothe  impatient  customers  and  fight  imitators 


■  t's  Bike  Week,  Harley-Davidson's  an- 
I  nual  early-March  party,  and  the 
I  streets  of  Daytona  Beach,  Fla.,  are 

■  filled  with  some  400,000  Harleys.  But 
the  carnival  mood  has  turned  a  bit  sour 
for  73-year-old  Robert  Wanta,  who  has 
cornered  Harley  ceo  Richard  F.  Teerlink 
to  let  off  steam. 

Wanta  is  ready  to  trade  his  BMW  and 
Honda  cycles  for  his  dream  Harley,  a 
chrome-and-gold  Dyna  Super 
Glide.  But  his  local  Tampa  dealer 
wants  a  47%  markup  above  the 
$10,195  list  price.  "I'd  love  to 
buy  that  bike,  but  I'm  not  going 
to  pay  $15,000,"  Wanta  com- 
plains. Listening  intently,  Teer- 
link says:  "I  hear  what  you're 
saying.  But  we're  going  to  get 
you  as  a  Harley  rider." 

For  years  now,  Teerlink  has 
been  able  to  say  that  and  mean 
it.  Harley-Davidson  Inc.  has 
roared  back  to  life  since  1985, 
when  shoddy  quality  and  a  glut 
of  cheap  Japanese  bikes  left  it 
near  bankruptcy.  Today,  Harley's 
low-slung  "Hogs"  grab  more  than 
one-fifth  of  all  U.S.  bike  sales — 
and  more  than  half  of  the  fast- 

BIKE  WEEK:  CEO  Teerlink 
i)i  Daytona  Beach,  Fla.,  for 
Harley's  annual  March  party 

growing  $1.3  billion  market  for  heavy- 
weight cycles.  And  a  huge  trade  in  used 
bikes — fostered  by  Harley's  deliberate 
curbs  on  output — makes  them  worth 
more  secondhand  than  new. 

But  to  hang  on  to  its  increasingly 
impatient  customers  and  fight  off  a  bevy 
of  new  Japanese  competitors,  Teerlink 
must  shift  tl  e  Milwaukee-based  compa- 
ny into  higher  gear.  Harley  must  boost 
production  while  maintaining  its  cult- 
like appeal.  "We've  been  blessed  with  a 
heritage,"  says  Teerlink.  "But  we  can't 
simply  rely  on  the  mystique." 

The  balancing  act  will  be  delicate.  But 
Teerlink,  who  joined  Harley  in  1981  as 
chief  financial  officer,  has  faced  tougher 


problems:  He  negotiated  the  financing 
that  kept  Harley  out  of  bankruptcy  in 
1985.  Four  years  later,  he  became  ceo, 
succeeding  Chairman  Vaughn  L.  Beals 
Jr.,  who  began  the  turnaround.  Thanks  to 
protective  tariffs  (since  removed),  a  total 
manufacturing  overhaul,  and  the  mar- 
keting of  Harley  as  the  essence  of  Amer- 
icana, the  company  has  had  the  wind  at 
its  back  for  years.  Since  1991,  earnings 


dealers  aren't  the  only  ones  living  1 
on  the  Hog.  Buyers  also  order  bi 
and  quickly  flip  them.  Says  Irvin 
Fosaaen,  president  of  the  dealer  a 
sory  council  and  owner  of  a  Wau 
(Iowa)  dealership:  "We've  seen  pe< 
buy  a  new  Harley  and  then  sell  it  in 
parking  lot  for  $4,000  to  $5,000  mor 
"RUBBIE"  RIDERS.  So  Teerlink  is  ad( 
a  third  manufacturing  plant,  which 
take  capacity  from  115,000  to  at  1< 
200,000  by  2003.  "Our  goal  is  to  ei 
tually  run  production  at  a  level  that's 
ways  one  motorcycle  short  of  demai 
he  says.  In  March,  he  sold  Harley's  S 
million  Holiday  Rambler  recreatio 
vehicle  unit  for  $50  million  to  Moi 
Coach  Corp.,  based  in  Junction  C 
Ore.  Wall  Street  gave  both  movt 
green  light,  bidding  the  stock  up  I 
this  year,  to  a  52-week  high  of  at 
39.  Analyst  Ronald  A.  Glantz  of  E 
Witter  Reynolds  Inc.  thinks  Harl 
earnings  will  double  in  five  years. 


HARLEY  REVS  UP 


BOOST  PRODUCTIO 

Hariey-Davidson  will 
nearly  double  bike 
capacity,  to  more  thai 
200,000,  by  2003 
and  push  into  sports 
bikes 


have  jumped  130%,  to  $111.1  million,  on 
sales  up  85%,  to  $1.3  billion.  Cycle  output 
has  risen  50%  since  1992. 

Still,  success  has  brought  new  prob- 
lems. Conservative  to  a  fault,  Harley 
builds  fewer  bikes  than  it  can  sell;  an- 
nual production  runs  25%  to  40%  be- 
low estimated  demand.  In  part,  that's 
because  Harley  can't  forget  the  1980s, 
when  it  ended  up  with  huge  unsalable 
inventories.  Harley  also  realized  that 
scarcity  made  its  bikes  more  desirable. 

Now,  however,  customers  are  grum- 
bling  that  Harleys  are  too  hard  to  get, 
with  waiting  lists  of  up  to  three  years 
for  its  popular  Road  Kings.  That  has 
led  to  outrageous  dealer  markups — and 


IMPROVE  DEALER- 
SKIPS  It's  upgrading 
customer  service, 
revamping  ordering 
systems,  and  expand- 
ing store  space 

GEAR  UP  OVERSEA! 

Harley  is  strengthens 
the  dealer  network  an 
tailoring  products  for 
Europe,  Asia,  and 
Latin  America 


Demographics  help.  Harley's  big,  c 
fortable  cruisers  appeal  to  baby  boon 
looking  for  an  easy  ride.  These  d; 
the  Harley  rider  is  as  likely  to  b 
"rubbie"  (rich  urban  biker)  as  a  re 
"The  industry  owes  its  health  to 
boomers,"  says  motorcycle  industry  < 
sultant  Don  J.  Brown  of  Irvine,  Cal 

Big  cruisers  now  make  up  44%  oJ 
U.S.  motorcycle  sales  and  grew  11 
last  year — well  above  the  8%  growtl 
cycle  sales  overall.  It's  no  wonder  Hoi 
Kawasaki,  and  Yamaha  have  recently 
troduced  high-tech  Harley  lookalil 
Even  Earl  K  Werner,  Harley's  chief 
gineer,  is  impressed  with  the  technoli 
"In  some  cases,  they  are  as  good  as 


90  BUSINESS  WEEK  /  APRIL  8,  1996 


How  Should  You  Invest? 

Ota  Decide.) 


The  Right  Place  At 
The  Right  Time? 


m,  THE  INS  DE 

™V  /  scoop 

lEia»yD..v..n,.„ 


BUYERS 
flOtt?  ALERT! 

fun* 


The  Right  Place 
Oyer  Time? 


Twentieth  Century's 
Growth  Equity  Funds 


Average  Annual  Total  Returns  as  ol  J 2/31/95' 


1-Year 

5-Year 

10-Year 

Life  of  Fund 

Ultra 

Investors 

37.7% 

25.0% 

19.8% 

17.8% 

(limn 

Vista 

Inn  slurs 

46.1% 

22.4% 

17.1% 

14.3% 

(11/2&S3) 

Select 

Investors 

22.7% 

10.2% 

11.8% 

16.5% 

(6/30/71)' 

Growth 

Investors 

20.4% 

14.8% 

14.2% 

18.2% 

(6/30/71)' 

Heritage 

Investors 

26.7% 

16.5% 

16.0% 

(11/10/87) 

Past  performance  is  no  guorortlee  of  future  results 

(Call  for  our  latest  performance  numbers.) 


Chasing  the  hottest 
mutual  funds  might  be 
exciting  -  for  a  while. 
But  we  think  it's  better 
to  focus  on  funds  that 
have  already  established 
a  strong  long-term  record. 
While  the  past  doesn't 


guarantee  the  future, 
we  believe  Twentieth 
Century's  growth  funds 
have  a  record  that  speaks 
for  itself.  Call  us  toll  free 
and  ask  for  a  free  informa- 
tion kit:  1-800-345-2021. 
We'll  send  you  a  prospectus 


with  more  details,  includ- 
ing all  charges,  expenses 
and  minimums.  Please 
read  it  carefully  before 
you  invest.  Let  Twentieth 
Century  help  you  make 
the  most  of  your  strongest 
allies:  time  and  patience. 


1-800-345-2021 

http://  nerworth.galt.com/twencent 


Data  quoted  represents  past  performance  and  assumes  reinvestment  of  oil  distributions.  Post  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more 
or  less  than  original  cost.  1  Although  Select  and  Growth  were  started  on  October  31, 1958,  their  performance  for  the  period  shown  corresponds  with  Twentieth  Century's  implementation  of  its  current  investment  philosophy  and 
practices  on  June  30,  1971.  P.O.  Box  419200,  teas  City,  MO  64141-6200  ©1996  Twentieth  Century  Services,  Inc.,  Twentieth  Century  Securities,  Inc. 
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A    GOOD   CHOICE    FOR    YOUR    IRA,    4  0  1  ( k ) ,    4  0  3  ( b  )  ,    OR    S  E  P / S  ARSE  P 


tn  understand  with  her  teeth  out 


easy  to  install  and  use 


has  heen  arnnnd  a  lifetime 


has  been  around  9  years  (a  lifetime  in  technological  terms) 


well  established  in  the  community  has  over  ,  Q00  customers 


1/%/  " 


jREMDTEWARE; 


set  in  hfir  waysadaptab|e  t()  most  busjness  applications 


costs  little  to  maintain 


saves  money  and  in  the  long  run,  makes  money 


prone  to  9°ss|Penao|es  remote  computer  users  to  communicate  with  the  office 


grandmas  are  pretty  much  the  same  noth|ng  ||ke  jt 

!D©.©©©.©©@@  es  http://www.xcellenet.com 
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not  better"  than  Harleys,  he  says.  Still, 
Harley  has  something  even  rivals  admit 
they  lack:  intense  brand  loyalty.  "The 
Harley  audience  is  granitelike,  and  most 
buy  on  emotional  and  lifestyle  issues," 
says  Robert  Moffit,  vice-president  for 
sales  at  Kawasaki  Motors  Corp.  USA. 

To  help  keep  rivals  at  bay,  Harley  has 
boosted  its  capital  spending  from  1995's 
$110  million  to  between 
$150  million  and  $175  mil- 
lion annually.  Besides  the 
new  plant,  the  money  will 
go  to  such  projects  as  a 
new  $25  million  design 
and  engineering  center  in 
Milwaukee  and  customiz- 
ing colors  and  handlebars. 
SMALLER  SPORTSTERS.  Harley,  which 
now  exports  30%  of  its  cycles,  also  plans 
to  target  European,  Asian,  and  Latin 
American  markets  with  bikes  designed 
for  local  tastes.  Sidecars  for  Japanese 
buyers  are  under  study.  And  to  add 
share  without  diluting  its  brand,  Harley 
is  using  its  joint  venture  with  Buell  Mo- 
torcycle, based  in  East  Troy,  Wis.,  to 
sell  cheaper,  smaller  sportsters. 

But  will  the  ramp-up  satisfy  Harley's 
frustrated  customers  without  causing 
the  organizational  problems  that  have 


hurt  in  the  past?  Although  manufactur- 
ing quality,  once  a  serious  issue,  is  much 
improved,  earlier  efforts  to  boost  pro- 
duction have  hit  snags.  The  last  time 
Harley  upped  output,  in  1993,  it  so  un- 
derestimated demand  that  its  plans 
were  outmoded  before  work  began. 

And  elsewhere,  snafus  continue.  Last 
fall,  inadequate  computer  ordering  sys- 


ROAD  KING 

The  wait  for  one  of  Harley's 
most  popular  models  can  be 
three  years  and  has  led  to 
outrageous  dealer  markups 


terns  left  many  dealers  with  too  much 
clothing  and  too  few  parts.  The  prob- 
lems led  Harley  to  report  disappoint- 
ing third-quarter  earnings  of  $23.7  mil- 
lion, virtually  flat  with  the  previous 
year's  quarter.  Harley  is  revamping  its 
system,  but  the  problems  left  some  deal- 
ers with  hard  feelings.  "Camaraderie 
needs  rebuilding,"  says  Fosaaen. 

But  Harley  worries  that  some  dealers 
may  be  out  of  touch  with  the  new  breed 
of  riders.  To  meet  the  needs  of  first- 
time  buyers  and  move  more  merchan- 


dise, dealers  have  been  told  to  exp 
their  stores  and  add  staff.  At  rail 
Harley  now  surveys  customers  on  d 
ers:  Top  scorers  often  get  first  dibs 
new  bikes.  Along  with  better  custon 
service  training,  Harley  hopes  s 
moves  will  end  overcharging. 

To  keep  riders  on  board,  dealers 
also  being  urged  to  bolster  the  activi 
of  local  Harley  Owr 
Groups  (hogs),  the  cl 
that  gather  for  ri 
and  events.  Big  hog 
lies  are  scheduled 
this  summer  in  Eur< 
Asia,  and  the  U.  S.  ' 
targets  are  people 
Lore  Lee  Howell,  6C 
Conroe,  Tex. — dressed,  like  her  husb; 
in  black  jeans,  purple  shirt,  and  bl 
leather  vest.  She  came  into  town  abc 
her  new  Harley  sportster  and  say 
has  changed  her  life.  "I  got  mi 
Harley.  Now  I'm  classy,"  she  says.  Ni 
by,  William  Shull,  a  rider  from  Can 
Ohio,  agrees.  He  insists  that  "anyb 
who  owns  a  bike  eventually  ends 
with  a  Harley."  As  long  as  they 
wait  a  few  years. 

By  Richard  A.  Melt 
in  Daytona  Be 
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h  n   Hancock  5 


Ideal  For  IRA/SEP 


The  right  choice  for 
the  conservative  part 


of  your  retirement  investment  portfolio.  The  Fund 
seeks  capital  growth  and  income  primarily  by 
investing  in  seasoned  companies  with  historically 
rising  dividends.  These  common  stocks  must  have 
consistently  raised  their  dividends  every  year  for 
at  least  the  last  ten  years.  For  more 
information,  consult  your  financial 
representative. 


Mutual  Funds  v> 


IO H N  SNYDER  III 
I'OKTH  II  1 1  i  M  \\  1! 


o  v  e  r  c  i  q 


i  q  n   Investors  Fund 


A  SHARES 

1  YEAR 

■>  YEAR 

10  YEAR 

22.699? 

12.28% 

12.08% 

B  SHARES 

1  YEAR 

(INCEPTION  1/3/94) 

III  YEAR 

23.16% 

A  V  E  R  , 

9.84% 

\(,  v   annual  total  r  1 
as  of  12/29/95 

N/A 

T  U  K  N 

CALL 

1-800-99FUNDS 

FOR  A  PROSPECTUS 

For  more  complete  information  on  John  Hancock  Sovereign  Investors  Fund  and  a  pro- 
spectus, which  includes  charges  and  expenses,  call  your  financial  representative  or 
John  Hancock  Funds  Read  the  prospectus  carefully  before  investing 
Performance  information  is  historical  for  A  and  B  shares  and  assumes  reinvestment  of  all 
distributions  Includes  maximum  sales  charge  of  5%  for  Class  A  shares  and  the  assumed 
contingent  deferred  sales  charge  for  Class  B  shares  (5%  maximum  declining  to  0%  after  six 
years]  Investment  return  and  share  value  will  fluctuate  so  that  shares,  when  redeemed, 
may  be  worth  more  or  less  than  original  cost 

John  Hancock  Funds.  Inc.,  101  Huntington  Avenue,  Boston,  MA  02199 
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Inventory. 

The  longer  it  sits,  the  harder  it  is  to  move. 


Despite  what  your  balance  sheet  might  tell  you,  inventory  is  no  longer 
asset.  Today,  big  inventories  can  slow  business  and  even  bring  it  to  a  screech- 
halt.  But  you  can  keep  your  profits  moving  in  the  right  direction  by  boost- 
productivity  in  your  supply  chain. 

GE  Information  Services  can  help  you  shorten  cycle  times,  improve 
entory  turns  and  eliminate  out-of-stock  occurrences.  We'll  show  you  how  to 
i  suppliers,  manufacturers  and  distributors  electronically  so  that  your  pur- 
ise  orders  and  invoices  are  easily  sent  and  tracked,  auditing  is  greatly  sim- 
lied  and  customer  buying  trends  are  instantly  identified  through 
nt-of-sale  data.  For  one  large  retailer,  that  meant  reducing  stock  replenish- 
nt  cycles  from  3  days  to  3  hours.  Another  one  of  our  clients  now  gets  spare 
'ts  to  overseas  distributors  up  to  10  days  sooner. 

You'd  be  surprised  how  much  smoother  your  business  will  run  after  a 
le-up  by  GE  Information  Services. 

Productivity.  It's  All  We  Do.SM 


GE  Information  Services 


For  more  information,  please  call  1  -800-360-GEIS,  or  write  GE  Information  Services, 
MC07F2,  401  N.  Washington  St.,  Rockville,  MD  20850.  Find  us  on  the  Internet  at  http://www.geis.com. 


r  new  dream  team 
I  revolutionize  the 
Lcept  of  international 
ierstanding. 


Deutsche  Telekom,  France 
Telecom  and  America's  Sprint 
have  banded  together  in  a  glob- 
al alliance  unlike  any  other. 
For  customers  whose  commu- 
nications needs  are  global,  this 
alliance  offers  customized, 
cutting-edge  performance 
through  information  networks 
worldwide. 


Nowadays,  more  and  more 
companies  aren't  just  selling 
worldwide,  they're  also  develop- 
ing, purchasing  and  manufac- 
turing from  a  number  of  differ- 
ent bases.  No  wonder  the  need 
for  international  communica- 
tions solutions  is  in  the  middle 
of  a  mighty  growth  spurt.  To 
give  these  businesses  what 
they  need,  we  have  shaped  a 
unique  alliance  pooling  Euro- 
pean and  American  telecommu- 
nications resources. 

"Together,  Deutsche 
Telekom,  France  Telecom 
and  Sprint  form  what  is  prob- 
ably the  strongest  alliance 
in  the  world." 

But  don't  take  our  word  for  it. 
That's  what  the  Massachusetts- 
based  Forrester  Research  Insti- 
tute had  to  say  about  our  alli- 
ance. The  Institute  points  to  our 
common  vision,  versatile  port- 
folio, virtually  full-coverage 
service  and  vast  experience  in 
network  technology.  In  other 
words,  our  telecom  triumvirate 
is  a  promise  of  professionalism 
and  integrated  expertise  second 
to  none.  From  day  one,  some 
2,1 00  specialists  in  50  plus 
countries  will  be  putting  their  un- 
paralleled prowess  in  building 
round-the-world  networks  at 
the  service  of  customers  faced 
with  global  communications 
challenges. 


Joining  forces  in  the  name  of 
customers  everywhere. 

Together  with  France  Telecom, 
we've  set  our  sights  on  revolu- 
tionizing the  quality  of  inter- 
national communications  prod- 
ucts in  the  world's  biggest 
common  marketplace:  the  Euro- 
pean Union.  France  Telecom 
can  point  to  virtuoso  perfor- 
mance and  many  years'  exper- 
tise in  the  field  of  global  data 
services.  A  player  in  all  major 
markets  across  the  globe, 
Deutsche  Telekom  not  only 
boasts  the  densest  fiber  optics 
network  in  Europe,  but  can  also 
point  to  satellite  capacity  from 
all  leading  operators  and  top- 
notch  connections  to  Eastern 
Europe  in  particular.  By  hook- 
ing up  with  Sprint,  we  are  now 
adding  a  truly  global  dimension 
to  this  spirit  of  partnership. 

What  our  teamwork  means  for 
American  businesses  is  an 
excellent  line  into  the  biggest 
common  market  in  the  world, 
the  EU,  plus  strong  links  to  the 
up-and-coming  nations  of 
Eastern  Europe  and  the  CIS. 

Deutsche  Telekom: 
Innovating  the  future  -  for 
you,  too. 

We  are  Europe's  No.  1  telecom- 
munications company  and  the 
second-largest  network  opera- 
tor in  the  world.  In  Germany  our 
ISDN  network  counts  as  the 
most  advanced,  our  fiber  optic 
network  as  the  densest  and  our 
broadband  cable  network  as  the 
most  extensive  -  and  all  three 
are  accessible  on  the  world's 
most  sophisticated  Infobahn. 
These  resources  -  not  to  men- 
tion the  synergies  generated 
by  our  globe-spanning  consor- 
tium -  can  be  a  boon  for  your 
company,  too. 


Europe's  No.  1  in 
telecommunications. 


Deutsche 
Telekom 
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DEALS 


CHUCK  WATSON  S 
POWER  PLAY 

He  has  Chevron  backing  NGC's  one-stop  "energy  store" 


A 


sk  Chuck  Watson,  chief  executive  of 
energy  wholesaler  ngc  Corp.,  how 
he  envisions  the  energy  business 


NGC  hopes  to  carve  out  a  niche  as 


electric-utilities  market  nears 


deregulation  of  the  lucrative 

ties  fast  approaching,  Watson  thinks 
companies  will  one  day  shop  for  energy 
the  same  way  people  buy  groceries. 
They'll  stock  up  on  oil  one  week,  natur- 
al gas  the  next.  And  if  electricity  is 
dear  and  gas  is  cheap,  they'll  simply 
buy  gas  and  pay  a  generating  plant  to 
convert  it  to  electricity. 

Lots  of  oil  and  gas  executives  dream 
of  assembling  a  one-stop  energy  outlet, 
but  few  have  taken  the  notion  as  far 
or  as  fast  as  the  46-year-old  Watson.  In 
11  years,  the  silver-haired  Texan  has 
built  ngc  from  a  tiny,  failing  gas-trading 
house  into  a  fast-growing  energy  em- 
pire. Now  some  big-time  players  are 
signing  on  to  Watson's  vision  of  a  one- 
stop  corporate  "energy  store."  On  Apr. 
1,  Chevron  Corp.  was  set  to  ink  an 
agreement  to  turn  over  its  $3  billion 
North  American  natural-gas  and  gas- 
liquids  business  to  ngc  for  a  25%  stake 
in  ngc  and  $300  million  in  cash.  The 
deal,  which  will  make  ngc  the  largest 
wholesale  buyer  and  seller  of  gas  in  the 
U.  S.,  is  expected  to  close  by  June  1. 
"This  is  an  opportunity  to  throw  in  with 


BEYOND  HOUSTON:  WATSON  IS  WADING  INTO  OVERSEAS 
MARKETS— NAMELY  LATIN  AMERICA  AND  EUROPE 

a  company  that  has  shown  it  can  grow," 
says  Ray  Galvin,  president  of  Chevron 
USA  Inc.  Adds  Watson:  "This  combina- 
tion has  no  equal." 

For  Watson,  the  Chevron  deal  caps  a 
long  drive  to  transform  ngc  from  its 
start  as  a  seller  of  a  single  fuel  into  a 
broad-based  marketer  of  energy  and 
related  services  whose  customers  in- 
clude Kraft  Foods,  Aluminum  Company 
of  America,  and  Lyondell  Petrochemi- 
cal. Along  the  way,  the  Houston  com- 
pany has  earned  a  reputation  as  one  of 
the  savviest  players  to  emerge  from  a 
decade  of  deregulation  in  the  natural- 
gas  industry.  And  as  the  far  larger 
wholesale  electricity  market  lumbers 
toward  deregulation,  Watson  is  angling 
to  become  a  key  buyer  and  seller 
of  power.  "Our  customers  are  even 
more  excited  about  electricity  deregu- 
lation than  gas,"  says  Watson.  "They 


have  seen  the  power  of  competiti 
Even  before  the  Chevron  mer 
ngc  stood  out  as  one  of  a  handfi 
companies  that  had  prospered  amid 
$20  billion  gas  industry's  fierce  con 
dation.  It  was  begun  as  a  partner 
among  several  pipeline  companies  1 
in  1984,  when  deregulation  allowed 
ducers,  pipelines,  and  anyone  else 
gas  to  sell  directly  to  customers, 
was  supposed  to  serve  as  a  brokei 
their  excess  gas.  But  it  floundered  v 
the  pipeline  partners  figured  they  w 
do  better  on  their  own.  Morgan  Sta: 
which  had  set  up  the  partners 
bought  them  out  and  brought  in  1 
son,  then  a  rising  star  at  Conoco  Ii 
FLEXIBLE  PRICES.  An  intense  man; 
known  for  his  self-deprecating  hu 
and  workaholic  ways,  Watson  also 
velops  planned  residential  commun 
outside  Houston  and  owns  the  Hou 
Aeros  professional  hockey  team.  He 
transformed  ngc  into  a  critical  rnk 
man,  buying  energy  products  whok 
and  reselling  them  to  customers.  Ye 
gas-marketing  margins  plummeted  i 
25c  per  1,000  cubic  feet  in  the  late  1 
to  less  than  3c?  last  year',  Watson  rea 
the  key  to  survival  was  to  rapidly 
customer  services.  He  offered  indus 
buyers  a  basket  of  different  fuels 
one  centralized  bill  and  helped  cor 
nies  in  high-priced  regions  buy  and  ti 
port  gas  in  from 
priced  markets, 
also  began  helping 
tomers  devise  fina 
hedges,  using  fut 
and  options,  to  en 
flexible  prices. 
Watson  drove  up  s 
volumes  through  ; 
ventures  with  J> 
Corp.  of  Canada  and  British  Gas  PL 
Gas  marketing  is  a  business  in  w 
the  margins  are  as  low  as  the  g 
our — but  Watson  has  made  it  pay 
While  plenty  of  smaller  marketers  : 
ed,  ngc  has  hit  a  gusher.  Operating 
flow— the  key  measure  of  industiy  ] 
itability — soared  147%  last  year 
$126.6  million,  on  revenues  of  $3.7 
lion,  a  13%  hike.  Brokerage  Jefferk 
Co.  expects  the  Chevron  deal  to  r 
than  double  revenues,  to  $8.5  billion 
1997.  And  analyst  John  Olson  of  Mt 
Lynch  estimates  operating  cash  flow 
hit  $180  million.  Such  prospects  1 
sent  the  stock  up  30%  this  year,  to  £ 
week  high  of  12. 

The  success  has  won  Watson  a  k 
admirers.  "Twelve  years  ago,  he 
saying  things  that  seemed  awfully  w 
says  Curt  N.  Launer,  an  analyst  at  1 
aldson,  Lufkin  &  Jenrette  Securi 


98  BUSINESS  WEEK  /  APRIL  8,  1996 


fOU  DON'T  SEE  YOUR  INSURANCE  COMPANY  UNTIL  YOU  MAKE  A  CLAIM, 
WHAT  ARE  YOU  GOING  TO  GET  WHEN  THEY  FINALLY  DROP  IN? 


'rater.  Arizona,  the  first  proven,  best  presented  meteorite  crater  on  Earth,  was  blasted  pom  solid  rock  some  50.000  years  ago  by  an  explosive  force  greater  than  . 


«i  TMl 


Most  insurance  companies  don't  arrive  until  problems  strike.  And  then,  they  don't  always  leave  the 
impression.  But  not  General  Accident  Insurance.  We'll  send  a  team  of  underwriters,  claims  specialists, 
loss  control  experts  to  examine  your  business  before  anything  big  can  hit.  To  make  sure  you've  got 


what  you  need.  We  might  even  save  you  money  on  premiums. 


To  learn  all  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Agent  or 


us  a  call.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities. 


\+  (Superior)  rating  from  A.M.  Best,  a  national  insurance  rating  service.      (^-£H£rcl].  AcClddlt 

helpful  people  who  can  really  make  an  impact.  Insurance 

1-800-606-4233 


When  you're  working  toget] 


IBM  PC  700 

Intel*  ProShare'" 
Up  to  166MHz  Pentium' 
processor  I  NetFinity"" 
management  soltware 
Internet  home  page  ottering 
Lotus  SmartSuite' 


introducing  the  new  IBM  PC  700  with  built-in  collaboration  leal 

Collaborate  j 

Two  people.  In  two  places.  Working  on  our  document.  At  one  time. 


J 


that's  teamwork.  W  ith  the  advances  in  our  latest  PC  700.  two  colleagues  v\orking  on  a  pr 
can  put  their  heads  together  and  communicate  directly  through  their  computers.  Together 


V-KBam-HpmEXI  In  Cantuk.  rail  I  SOU  (IS5-.1299  (ask  for  document  *4SI?I)  Internal  speed  External  speed  ~66MHx  .,  registered  trademark  and  \elFmit)      Solutions  /,„  „  small  plomi  „„■  im,l,;nurk>  „f  Im  rnatumal  I 


lps  to  be  on  the  same  page. 


vise  a  single  document  onscreen  simultaneously.  In  Fact,  they  can  work  closely  together  — 
vhen  they  aren't  together  at  all.  And  the  best  part  is,  they  can  do  all  of  this  without  the 
;st  bit  of  jet  lag.  If  you'd  like  to  receive  complete  details  on  the  IBM  PC  700,  feel  free  to 
it  us  at  1  800  426-7161,  ext.  7183.!  or  stop  by  our  Web  site  at  www.pc.ibm.com/desktop/.     Solutions  for  a  small  planet" 


Pentium  «/.'  registered  trademarks  and  PmShare .1  trademark  "/  Intel  <  »r,.  /  oiui  a,„l  SmartSuiu  are  registered  trademarks  »/  /       1  orporatum     1996  //.'I/ 1  orp  III  rights  res,  rved 


The  Corporation 


Corp.  He  credits  Watson  with  seeing 
the  opportunities  deregulation  would 
create  long  before  others.  "Then  he 
made  [them]  happen,"  Launer  says. 

Customers,  too,  have  flocked  to  em- 
brace the  company's  innovations.  David 
Stotz,  manager  of  gas  supply  at  Lyon- 
dell  Petrochemical  Co.,  says  ngc  has 
become  known  for  its  novel  price 
schemes  and  is  indispensable  in  securing 
fuel  in  a  pinch.  "The  most  important 
thing  about  NGC  is  it's  always  there  to 
make  a  market,"  he  says. 

Now  Watson  is  turning  his  attention 
elsewhere.  He's  push- 
ing the  company 
abroad,  scouting  out 
Latin  America.  And  in 
a  marketing  joint  ven- 
ture with  British  Gas, 
ngc  is  driving  into 
Europe.  European  en- 
ergy deregulation  is 
just  starting,  but  it 
could  leapfrog  the 
U.  S.  "Europe  is  going 
to  open  up,  and  we'll 
be  right  in  the  mid- 
dle," Watson  says. 

But  the  real  plum 
promises  to  be  the 
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U.  S.  electricity  market,  where  deregu- 
lation is  in  its  infancy.  There's  already  a 
$45  billion-a-year  wholesale  market  for 
electricity  traded  among  utilities  and 
municipal  grids.  An  additional  $50  billion 
niche  could  develop  as  soon  as  states 
deregulate  power  sales  to  big  compa- 
nies. Chevron  ceo  Kenneth  T.  Derr  says 
one  reason  for  the  deal  with  ngc  is  to 
grab  a  position  "in  the  developing  U.  S. 
electric  power  market." 

Having  built  trading  systems  and  cus- 
tomer relationships,  Watson  reckons  ngc 
can  outmaneuver  the  slow-moving  utili- 
ties if  the  market  be- 
comes more  competi- 
tive. Gas  accounted  for 
65%  of  ngc's  1995 
sales,  but  that  could 
change.  "If  we're  half 
as  successful  in  elec- 
tricity as  we  are  in 
gas,  in  five  years  we'll 
be  making  more  mon- 
ey in  our  electricity  di- 
vision than  our  gas  di- 
vision," he  says. 

Still,  Watson  does 
not  have  the  field  to 
himself.  Enron  Corp. 
and  Coastal  Corp.,  two 


oil  and  gas  marketing  rivals,  are 
racing  into  electricity  wholesaling.  E 
has  taken  the  lead  with  electricity 
of  3.1  million  megawatt  hours  in  1 
fourth  quarter,  but  ngc:  is  catching  i 
began  marketing  electricity  last 
and  by  the  fourth  quarter  sold  li 
lion  megawatt  hours — about  the  siz< 
midsize  power  plant.  It  will  soon  pr 
electricity  to  all  of  Chevron's  plant 
MORE  SPARKS.  Just  as  he  teame 
with  nova  and  Chevron  for  gas 
plies,  Watson  is  forging  ties  with  p 
producers,  ngc  is  investing  10% 
fund  assembled  by  Indeck  Energy 
vices  Inc.,  a  Buffalo  Grove  (111.)  bi 
of  power  plants.  Indeck's  fund  w 
nance  new  power-plant  construction 
idea:  ngc  will  sell  gas  to  plants 
by  the  venture — and  get  the  rig 
market  the  electricity  they  genera 
Such  unconventional  thinking  is 
Watson.  Two  years  ago,  he  brought 
fessional  hockey  to  steamy  Houst 
owner  of  the  Aeros.  Now  he's  usin 
city's  growing  interest  in  hockey  t 
leisure  skating  to  fans.  His  newei 
sion:  encircling  Houston's  Western 
urbs  with  four  rinks.  Think  of  the 
tricity  they'll  require. 

By  Gary  McWilliams  in  Ha 
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Unbound. 


http://www.bigyellow.com 
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They  say  that  in  the  future,  you'll  be  able  to 
open  for  business  and  have  millions  of  customer 
stop  by  at  once. 

They  say  that  you'll  be  able  to  advertise  across 
the  country  for  a  fraction  of  what  it  costs  to  reai 
the  same  market  today. 

We  say  they're  crazy! 

Because  you  can  do  it  all  right  now. 

Introducing  BigYellow. 

For  shoppers.    BigYellow  is  an  easy  way  to  find  over  16  million 
business  listings  nationwide. 
A  powerful  new  way  to  shop  electronically. 

For  sellers.    BigYellow  is  the  ultimate  guide  to  the  world's 
biggest  marketplace:  the  United  States.  A 
great  way  to  tap  a  market  of  10  million  savvy 
consumers.  To  interact  with  them...  and  let  then 
interact  right  back.  More  than  just  advertising, 
it's  a  total  merchandising  environment. 

BigYellow  is  as  sophisticated  as  the  Internet. 
As  simple  as  the  yellow  pages. 

You  (and  they)  can  find  it  all  at 
http://www.bigyellow.com  or  call  1-888-BigYel 


How  are  you  planning  to  support 
yourself  after  you  retire? 


POSITION  SOUGHT 

RECENT  RETIREE  sks  work.  40  yrs  exp. 
Educated,  honest,  handy.  Can  run  your  sue 
cessful  business,  read  bedtime  stories,  or 
hang  pictures  level.  Gd  w/dogs,  cats.  Green 
thumb.  Will  watch  vacation  slides  w/enthusi- 
asm.  Rate  neg,  f/t  or  p/t. 


"Retired"  means  "not  working  for  a  living." 

That  takes  money.  So  how  much  will  you 
need?  Hundreds  of  thousands?  A  million? 

How  are  you  supposed  to  figure  that  out? 
And  where  will  you  get  that  kind  of  money? 


Janus  can  help.  Get  the  Janus 
IRA  Planning  Kit  [it's  free]. 

With  the  worksheet  inside, 
you  can  figure  out  how  much 
you'll  need  to  save  to  enjoy  the 
retirement  you  deserve. 

Not  hard.  Not  complicated. 
Once  that's  settled,  you'll  have 
some  choices.  Invest  that  money  in  no-load 
Janus  funds  that  match  your  objectives.  Get 
aggressive,  stay  conservative,  go  for  dividends: 
Janus  covers  all  your  options. 

Get  to  work  now.  So  you  won't  be  looking 
for  work  later. 


One  or  more  of  these  funds  could  be  a  i 

»ood  place  to  invest  your  IRA  money. 

Average  annual  total  returns  for  the  period  ended  12/31/95 

lYear 

3  Year 

5  Year 

10  Year 

Life  of  Fund 

Janus  Mercury  Fund 

33.01% 

25.8596  (s/93) 

Janus  Fund 

29.4396 

12.3996 

16.7296 

15.5796 

16.5796  (2/70) 

Janus  Growth  and  Income  Fund 

36.3596 

11.4496 

16.1696  ism) 

Janus  Flexible  Income  Fund 

21.1596 

10.8196 

13.9096 

9.6096  p/87) 

Past  performance  does  not  guarantee  future  results.  Your  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less 
at  redemption  than  at  purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 


Start.  To  think  big. 


Gall  1-800-525-8983  ext.  628 


Retirement? The  [free]  Janus  IRA  Planning  Kit  will  help  you  figure  it  all  out.  Call  or 
send  for  the  Kit  and  a  prospectus  with  more  complete  information,  including  expenses. 
Please  read  all  the  materials  carefully  before  you  invest  or  send  money. 


Name 


Address 


City 


State 


Zip 


Write  to  Janus  Funds,  P.O.  Box  173375,  Denver,  CO  80217-3375. 
Or  visit  our  Web  site  at  http://networth.galt.com/janus. 
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Social  Issues 


MANAGED  CARE 


HEALTH  CARE:  THE 
QUEST  FOR  QUALITY 

The  industry  is  readjusting  after  years  of  cost-cutting 


St.  Joseph's  Hospital,  a  350-bed 
Catholic  institution  in  suburban 
Atlanta,  was  the  sort  of  place 
managed  health  care  could  easily 
have  obliterated.  Too  many  expensive- 
to-treat  chronic  care  patients,  too  much 
dependence  on  technology  and  inpatient 
care,  too  many  indigents. 

Simply  slashing  employees  wasn't  an 
option:  With  15  surgeons  doing  1,900 
open-heart  surgeries  and  4,000  catheter- 
izations a  year,  evidence  of  declining 
quality  would  begin  stacking  up  in  the 
morgue  fairly  quickly.  So  the  hospital 
reengineered.  It  reduced  nursing  staff 
by  15%  but  found  ways  to  have  those 
remaining  spend  more  time  with  pa- 
tients. Computers  were  used  to  analyze 
how  fast  each  surgeon  worked  so  the 
operating  rooms  could  be  booked  ac- 
cordingly— slow  cutters  got  more  time. 

Costs  did  drop,  but  there  was  more: 
Quality  improved.  Post-surgery  inpa- 
tient stays  were  reduced,  but  patients 
wound  up  healthier  and  happier.  For 
one  thing,  shorter  stays  cut  average 
bills  for  heart  bypass  patients  to 
$27,300,  from  $36,800.  At  the  same  time, 
quicker  discharges  helped  reduce  post- 
op  pneumonia  by  two-thirds.  Bottom 
line:  Last  year,  St.  Joseph's  net  income 
rose  67%,  to  $20  million. 
turning  POINT.  So  arrives  the  new  rev- 
olution in  health  care.  After  half  a 
decade  spent  shaving  hospital  stays, 
scrimping  on  specialist  care,  and  stan- 
dardizing on  suture  brands,  the  $1  tril- 
lion health-care  industry  is  starting  to 
figure  out  there's  more  to  life  than  cut- 
ting costs.  Hospitals,  doctors,  and  in- 
surers, attended  by  a  growing  coterie  of 


consultants  and  information  systems 
suppliers,  are  rediscovering  quality. 

What's  driving  this  transformation? 
Once  again,  it's  big  employers  such  as 
Xerox,  gte,  Marriott,  and  usAir,  the 
same  folks  who  led  the  charge  for  lower 
costs.  That  push  paid  off  big:  By  1995, 
corporations  had  pushed  71%  of  their 
workers  into  cheaper  managed-care  in- 
surance plans.  And  after  years  of  dou- 
ble-digit growth,  U.  S.  businesses  kept 
their  health-benefits  inflation  to  just 
2.1%,  following  a  1.1%  decline  in  1994, 
according  to  consultants  Foster  Higgins 
&  Co.  (chart). 


Many  patients  aren't  satisfied  with  managed 
care,  and  employers  are  discovering  that  bette 
medicine  can  cut  expenses  over  the  long  haul 


But  the  jihad  on  health-care  costs 
went  too  far — at  least,  that's  the  per- 
ception helping  to  fuel  the  incipient 
counter-movement.  While  studies  indi- 
cate that  managed  care  keeps  people 
at  least  as  healthy  as  traditional  insur- 
ance plans,  many  patients  aren't  satis- 
fied. And  employers  worry  that  penny- 
pinching  health  plans  may  affect 
productivity.  "When  companies  look  at 
days  lost  due  to  sickness,  they  begin 
asking  themselves  if  their  hmos  are  re- 
ally maintaining  the  health  of  their  em- 
ployees," Dr.  Paul  C.  Royce,  medical  di- 
rector of  benefits  consultant  Segal  Co. 

They  also  understand  that,  done 
right,  quality  medicine  should  actually 
reduce  their  expenses  over  the  long 


Quality 
Crm  iders 

A  group  of  large  employers  is  pushing 
insurers  to  improve  health  care  quali- 
ty. Here  are  same  cutting-edge  efforts: 


Five  full-time  experts  visit  each  of  the 
company's  125  managed-care  contrac- 
tors, examining  medical  records  and 
quizzing  doctors.  The  result:  an  elabo- 
rate report  card  for  employees  compar- 
ing quality.  Annual  cost:  $2  million. 


haul.  That's  the  strategy  managed-( 
companies  such  as  Oxford  Health  PI 
Inc.  are  stressing  (page  108).  Invest 
up  front  in  preventive  programs 
chronic  ailments  such  as  asthma  and 
abetes  can  dramatically  reduce  en 
gency-room  visits  and  expensive  © 
plications.  Annual  influenza  vaccii 
which  cost  $10  apiece,  reduce  med 
costs  and  sick  days  to  the  tune  of  $41 
per  patient,  according  to  a  1995  sti 
by  Minnesota  researchers  publishec 
Tlie  New  England  Journal  of  Medic 
An  enormous  medical-consulting 
dustry  has  sprung  up  to  provide  < 
ployers,  insurers,  and  care  providers  v 
new  strategic  road  maps.  Benefits 
perts  such  as  Segal  and  managem 

The  hotelier  helped  found  a  pure 
coalition  of  10  major  employers  1 
rate  HMOs  bidding  on  contracts, 
criteria  count  for  70%  of  the  scoi 
payoff:  Marriott's  health-care  cos 
employee  declined  7%  last  year. 
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ants  such  as  Deloitte  &  Touche, 
advised  St.  Joseph's,  are  measuring 
Ties"  of  various  treatments,  moni- 
continuous  quality  improvement 
)itals,  and  writing  "practice  guide- 
:o  standardize  doctors'  practices, 
rmation  systems  are  hot,  too. 
of  health-care  technology  compa- 
ich  as  hbo,  hcia,  and  Imnet  Sys- 
have  soared  as  insurers  and 
ers  alike  demand  more  sophisti- 
tools  to  measure  utilization  and 
t  programs  designed  to  limit  de- 
for  expensive  care.  Says  Richard 
tt,  ceo  of  the  311-hospital  Colum- 
\  Healthcare  Corp.:  "The  future 
s  to  whoever  best  measures  qual- 
jare  and  then  markets  it  the  best, 
er  does  will  absolutely  control  the 
t,  and  everyone  who  doesn't  will 
ear."  Nearly  half  the  American 
Dal  Assn.'s  5,000  members  now 
md  market  their  quality  and  cost 
he  aha  reported  on  Mar.  25. 
tainly,  this  revolution  is  still  in  its 
;ive  stage.  Quality  health  care  re- 


mains notoriously  difficult  to  measure 
and  analyze;  outcomes  analysis,  the  study 
of  medical  treatments'  effectiveness,  re- 
mains relatively  primitive.  Only  half  of 
America's  largest  employers  make  any 
effort  to  evaluate  the  quality  of  hmos — 
generally  through  employee  surveys.  And 
only  a  fourth  of  large  companies  ask 
then*  hmos  for  data  on  treatment  of  such 
common  and  costly  ailments  as  hyper- 
tension, diabetes,  and  asthma,  according 
to  consultants  Watson  Wyatt. 
TWO  TIERS?  Most  companies,  indeed, 
are  still  concerned  more  with  simply 
maintaining  their  mastery,  only  recently 
achieved,  over  medical  inflation.  It  could 
be  that,  ultimately,  health  care  becomes 
a  two-tier  market — quality-oriented  care 
for  those  willing  to  pay  for  it  and  bar- 
gain-basement medicine  for  the  rest. 
Low-income  workers  may  find  them- 
selves squeezed  by  insurance  plans  that 
cover  fewer  and  fewer  charges  and 
treated  by  doctors  forced  to  accept  low- 
er compensation  without  much  incen- 
tive to  sustain  quality. 


ANGIOPLASTY  IN  ATLANTA 

At  St.  Joseph's  Hospital, 
computers  analyze 
surgeons'  work  to  help 
book  operating  rooms 

The  managed-care  indus- 
try swears  that  won't  hap- 
pen. Too  many  horror  sto- 
ries of  care  denied, 
postponed,  or  not  compen- 
sated have  made  it  intense- 
ly sensitive  to  the  question 
of  perceived  quality.  That's 
one  reason  a  group  of  in- 
surers, spurred  by  big  em- 
ployers, founded  the  Na- 
tional Committee  for 
Quality  Assurance  in  1990. 
The  ncqa,  a  Washington- 
based  nonprofit,  evaluates 
health  plans  on  50  mea- 
sures. Are  an  hmo's  physi- 
cians board-certified?  Do 
women  routinely  get  Pap 
smears?  Do  administrative 
functions  such  as  medical 
records  operate  effectively? 

It's  a  ixidimentary  assessment,  focused 
more  on  preventive  procedures  and  or- 
ganizational capability  than  on  actual 
medical  results.  Still,  more  and  more  big 
corporations  are  requiring  ncqa  accredi- 
tation from  hmos  that  seek  contracts.  A 
third  of  the  plans  examined  so  far  have 
received  full  accreditation,  and  14% — 
among  them,  Humana  Medical  Plan  of 
Jacksonville,  Fla.,  and  CaliforniaCare — 
have  flunked  outright;  the  remainder 
were  given  conditional  approval  for  a 
year.  This  June,  the  n<  'QA  will  begin  rat- 
ing each  plan  for  quality  improvement, 
members'  rights,  and  technology. 

Another  nonprofit  group,  the  Portland 
(Ore.)-based  Foundation  for  Accountabil- 
ity (fact),  will  publish  in  May  new  crite- 
ria for  measuring  quality  for  specific 
treatments.  Take  one  expensive  and  in- 
creasingly prevalent  disease — breast  can- 
cer. Says  fact  President  David  Lansky: 
"We  want  to  know,  what's  the  quality  of 
life  patients  experience  during  treatment? 
How  long  did  it  take  to  diagnose?  What's 


itant  William  H.  Mercer  Inc., 
HMOs  produce  outcomes 
irticipate  in  continuous  quali- 
nent.  Participating  doctors 
preventive  services  such  as 
kups  for  diabetic  employees. 


The  airline  compares  treatment  of  its 
42,000  employees  with  nationwide  data 
and  scrutinizes  any  variances.  Workers 
are  surveyed  and  urged  to  report  prob- 
lems. Such  efforts  helped  persuade 
unions  to  accept  managed  care. 


It  was  among  the  first  to  require  HMOs 
to  supply  comparative  medical  data. 
Employees  use  such  information  to  pick 
a  plan  offering  the  best  care  for  the 
right  price;  workers  get  bonuses  for 
choosing  one  that  meets  quality  criteria. 
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the  five-year,  disease-free 
survival  rate?  The  rate  of 
radical  mastectomy  vs. 
breast-saving  surgery?" 
fact  will  attempt  to  com- 
pare results  across  a 
range  of  hmos. 

That  fact's  relatively 
modest  initiative  has  at- 
tracted considerable  in- 
terest points  to  both  the 
dearth  of  sophisticated 
health-care  data  and 
growing  employer  de- 
mands for  something  bet- 
ter. "If  major  corpora- 
tions had  asked  doctors 
10  years  ago  what  kind 
of  outcomes  they  were 
having,  they  would  have 
been  accused  of  interfer- 
ing in  the  practice  of 
medicine,"  says  William 
H.  Mercer  Inc.  consultant 
Lewis  Devendorf.  Now, 
PepsiCo  Inc.,  advised  by 
Mercer,  requires  hmos  to 
provide  details  on  treat- 
ment. It  insists  that  par- 
ticipating doctors  write 
diabetic  employees  once 
a  year  to  invite  them  to  have  vision 
checkups.  And  it  wants  children  with 
asthma  to  be  trained  on  the  use  of  in- 
halers— most  kids  hold  them  too  close  to 
their  mouths  and  thus  can  reduce  the 
medication's  effectiveness,  landing  them 
more  often  in  emergency  rooms. 
"THIS  IS  HARDBALL."  Xerox  Corp.,  one 
of  the  nation's  most  innovative  health- 
care purchasers,  led  the  drive  five  years 
ago  to  standardize  medical  reporting  so 
it  could  compare  the  performance  of  the 
216  hmos  it  contracts  with  nationwide. 
Eventually,  Xerox  hopes  to  provide  di- 
abetic workers  with  detailed  descrip- 
tions of  how  all  the  hmos  deal  with  the 
disease,  or  provide  hmos  a  profile  of  the 
company's  asthma  victims  and  ask  for 
treatment  proposals.  "We  want  our  em- 
ployees to  be  empowered  to  decide,  and 
we're  willing  to  buy  a  very  efficient  and 
high-quality  health  care  for  them,"  says 
Helen  Darling,  manager  of  health-care 
strategy  and  programs.  Xerox  literally 
pays  workers  to  choose  the  best  insur- 
ance, awarding  bonuses  to  those  who 
select  NCQA-accredited  plans. 

gte  Corp.,  meanwhile,  is  among  the 
most  aggressive  employers  in  assessing 
insurers'  quality.  Five  full-time  experts 
visit  each  of  the  company's  125  man- 
aged-care contractors  in  29  states,  ex- 
amining medical  records  and  quizzing 
participating  doctors.  The  monitoring 
effort  costs  $2  million  a  year  but  yields 


SAYING  AAAH'  IN  TAMPA 

GTE,  dissatisfied  with  HMO  quality 
in  Florida  and  Texas,  set  up  its  own 
clinics  to  deliver  primary  care 

two  important  benefits,  gte's  100,000 
U.  S.  employees  and  50,000  retirees  get 
an  elaborate  report  card  comparing  all 
hmos  available.  And  gte  knows  exactly 
who  isn't  performing.  In  Texas  and 
Florida,  where  it  wasn't  satisfied  with 
HMO  quality,  GTE  set  up  its  own  health 
clinics  to  deliver  primary  care.  "This  is 
hardball,"  says  J.  Randal  MacDonald, 
senior  vice-president  for  human  re- 
sources and  administration.  "And  if  I 
get  my  employees  happy  with  their  ben- 
efits, then  I  have  employees  who  are 
more  productive." 

Managed-care  in- 
surers are  raising 
their  own  game  in  re- 
sponse, "hmos  are 
hungry  for  business 
and  anxious  to  im- 
prove themselves  and 
do  well,"  says  Steve 
Weidenmuller,  USAir 
Group  Inc.'s  senior 
director  of  compensa- 
tion and  benefits. 
Utilization  review  sys- 
tems, once  used  pri- 
marily to  spot  overuse 


of  hospital  and  labo 
ry  services,  now  are 
often  employed  to  id( 
opportunities  to  imp 
care.  Blue  Cross  & 
Shield  of  Minnesota 
ed  through  claims 
and  medical  charts  t 
amine  delivery  procei 
at  clinics  across  the 
in  1994,  then  worked 
doctors  to  bring  dow 
rate  of  cesarean  birt 
18%  from  21%  ii 
months.  Fewer  C-sec 
mean  fewer  complica 
moms  are  healthier 
costs  lower. 
BETTER  CARE.  So-C 
disease  management 
has  become  "a  ph 
that  falls  easily  ofl 
lips  of  nearly  every 
medical  director  in 
country,"  says  P 
Hawley,  president  of 
sultants  Pace  Healtl 
Management.  Such  ] 
as  Oxford,  Harvard 
grim  Health  Care, 
Group  Health  of  P 
Sound  are  sinking  money  into  prog 
that  aim  to  curb  treatment  of  ch 
diseases  by  educating  patients  on 
ventive  measures  and  coordinating 
of  primary-care  doctors  and  specia 
The  potential  of  such  strategi 
compelling.  Americans  with  comp 
sponsored  benefits  are  headed  to1 
a  day,  not  so  far  away,  when  the  me 
care  they  get  will  be  considerably  b 
than  it  was  in  the  days  of  tradit 
indemnity  insurance.  And  better  r 
cine  will  be  cheaper.  That's  a  pow 
promise  to  companies  that  recof 
that  medical  disinflation  won't 
forever.  Over  the  next  few  yean 
excess  capacity  is  wrung  out  of 
industry,  the  potential  for  higher  ( 
will  return.  Says  Darling  of  Xerox: 
medical-inflation  ( 


TAMING  THE  DRAGON 

ANNUAL  PERCENT  CHANGE  IN  AVERAGE 
TOTAL  HEALTH-BENEFIT  COSTS* 


'87         '89         '91         '93  '95 
'FOR  ACTIVE  AND  RETIRED  WORKERS  AT  2,800 
PRIVATE  EMP10YERS 

DATA:  FOSTER  HIGGINS  &  CO. 


on  isn't  dead."  L 
term  producti 
gains— and  cost 
ductions — likely 
come  from  qu; 
programs.  And 
tients  might  acti 
like  it. 

By  Paul  Mag 
son  in  Atlanta, 
Keith  H.  Hamrm 
in  New  York 

For  related  story  p 
turn  to  page  108. 
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e  Chase  Corporate  Challenge 
Twenty  Years  and 
Growing  Strong. 


The  Chase  Corporate  Challenge'  formerlv  the  Chemical  Bank  Corporate  Challenge'. 


The  largest  race  of  its  kind  -  the 
Chase  Corporate  Challenge" 
(formerly  the  Chemical  Bank 
Corporate  Challenge"")  celebrates  its 
twentieth  year  in  1996.  This  3.5  mile 
race  annually  draws  over  1 3 1,000  run- 
ners from  nearly  6,000  companies  in 
cities  around  the  world. 

It 
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Chase 
Corporate 
Challenge 


The  Corporate  Challenge  is  open  to 
employees  of  corporations,  businesses 
and  financial  institutions.  Teams 
compete  in  the  mens,  women's  and 
coed  divisions. 

Stay  Fit.  Have  Fun.  Run.  The 
Corporate  Challenge.  For  entry  infor- 
mation, write  or  fax:  Event  Marketing, 
Chemical  Bank,  140  East  45th  Street, 
16th  Floor,  New  York,  NT  10017. 
Fax:  (212)  557-3799. 
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MANAGED  CARE 


OXFORD'S 
EDUCATION 

The  company  finds  there's  more  to  health  care  than  marketing 


The  guy's  outward  tranquility  is  al- 
most unnerving.  While  his  company 
explodes  around  him,  Stephen  F. 
Wiggins  talks  in  transcendental  tones 
of  "social  ecology"  and  his  childhood  in 
small-town  Minnesota.  He  reflects  on 
Atlas  Shrugged,  Ayn  Rand's  paean  to 
laissez-faire  individualism:  "You  really 
should  read  it  if  you  want  to  under- 
stand what  we're  doing  here." 

Or  you  could  read  the  fmancials.  Wig- 
gins' 12-year-old  managed-care  company, 
Norwalk  (Conn.)-based  Oxford  Health 
Plans  Inc.,  has  doubled  in  size  each  year 
since  1991,  grabbing  more  than  1  million 
members  and  clobbering  much  bigger 
rivals  in  the  New  York  market  to  do  so. 
Profits  jumped  71%  in  1995,  to  $15.6 
million,  on  sales  of  $1.77  billion,  up 
132%.  On  the  strength  of  such  hyper- 
growth  and  of  Wiggins'  charisma  on 
Wall  Street,  Oxford's  stock  trades  at  a 
staggering  59  times  1995  earnings — 
nearly  triple  the  industry  average. 

Oxford  won  legitimacy  almost 
overnight  by  shrewdly  marketing  an  ex- 
quisitely well-positioned  product.  Now, 


though,  it  must  pursue  the  more  difficult 
path  of  actually  managing  people's  health 
care.  Its  new  strategy  is  intensely  sys- 
tems-driven and  education-oriented.  If  it 
succeeds,  Oxford  will  have  the  capacity 
to  determine  who  is  likely  to  become 
sick,  to  show  those  people  how  to  stay 
out  of  doctors'  offices  by  taking  care  of 
themselves,  and  to  give  doctors  both  the 
medical  and  financial  responsibility  to  de- 
cide what  care  is  appropriate. 
data-driven.  Laissez-faire  stuff,  in- 
deed— with  a  touch  of 
Big  Brother.  Wiggins 
wants  Oxford  to  be- 
come an  organization 
"that  people  will  come 
to  depend  on  and  trust 
as  the  best  arbiter  of 
health-care  service." 
That's  right — better 
than  their  doctors.  Its 
marketing  expertise 
gives  Oxford  a  unique 
fix  on  members'  de- 
mands and  their  med- 
ical status.  Its  doctors, 


VITAL  SIGN 


DATA:  CONNING  &  CO 


PREVENTION  PLAN 

An  eat-healthy 
seminar  for  Oxford 
members  at  Queens 
College  in  New  York 


with  a  unique  fix  on  i 
cine,  are  given  autonor 
decide  on  their  pati 
care — but  increasingly,  i 
decisions  will  be  shape 
data.  What  is  necess 
What  really  works?  0: 
will  know.  The  result,  ir 
ory,  wall  be  higher-qu 
medicine  at  lower  cost, 
in  the  end,  a  compellin 
sign — and  it  could  repn 
the  future  of  medicine. 

Wiggins  started 
would  become  Oxfor 
1984.  Only  27  years  old 
of  Harvard  business  s 
and  fresh  from  an  unsa 
ing  stint  in  venture  capital,  he  s; 
niche  in  the  New  York-area  market 
high-quality  health-maintenance  or 
zation  in  the  image  of  plans  in  Calif 
and  the  Midwest.  New  York,  fierce] 
sistant  to  managed  care,  wasn't  r 
But  it  could  handle  a  compromise: 
ford's  Freedom  Plan,  a  so-called  poii 
service  product  that,  for  an  addit 
charge,  allows  patients  to  visit  do 
outside  its  network. 

Doctors  liked  the  Freedom  Plai 
cause  Oxford  paid  them  relatively 
erously.  There  was  more  than 
though:  Where  other  hmos  fosterei 
versarial  relationships,  Oxford  str 
its  doctors.  Wiggins  enlisted  a  co 
of  respected  physicians  as  investors 
advisers,  and  employees  hustled  to 
the  expanding  network  humming, 
worked  like  dogs  to  establish  rela 
ships,"  says  a  former  manager.  Em 
ers  jumped  at  a  product  that  pron 
quality  care  and  flexibility.  The  ki 
While  pricier  than  more  draconian  l 
Oxford  cost  10% 
than  competing  in< 
nity  plans. 

"By  the  time  e\ 
one  figured  out  1 
pricing  wasn't  wor 
there  was  Oxford  j 
bing  doctors  and  n 
bers,"  says  Josep 
Lynaugh,  chief  e> 
tive  of  NYLCare  Hi 
Plans,  New  York 
Insurance  Co.'s  h< 
subsidiary.  But  as 
ford  grew  to  a  nefr 
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Tk  ere  are 

Stricter  Labeling  Laws 

for  a  two  dollar  container  of 

Cottage  Cheese 

an  a  two  billion  dollar 

Mutual  Fund. 


It's  a  little  1?  nown  fact.  How  a  mutual  fund 
is  classi  oesn't  always  indicate  how  it 

wdl  he  invested.  Whether  you're  putting 
together  your  own  portfolio  or  a  401(h) 
plan,  this  makes  every  decision  even  more 
Jiff  icult.  At  Putnam,  we  continuously 
monitor  eack  fund  to  ensure  tkat  year  after 
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year  it  still  fits  its  classification.  As  a  result, 
our  funds  stay  true  to  form.  So  wkile  we 
always  recommend  you  consult  a  financial 
advisor,  we  also  suggest  you  consult  the 
firm  whose  fifty-eight  years  of  experience 
nave  tau  ght  the  difference  hetween 
writing  a  lahel  and  standing  hehind  it. 


TIME 


HONORED 


TRAD 


O  N 


MONEY 


MANAGEMENT 


For  more  information,  call  your  financial  advisor  for  a  prospectus.  Read  it  carefully  before  you  invest. 

Putnam  Mutual  Funds. 


Social  Issues 


of  more  than  25,000  physicians,  it  looked 
less  and  less  like  a  managed-care  com- 
pany. The  administrative  controls  to  rein 
in  medical  costs  and  monitor  quality 
were  slipping.  By  last  year,  customers 
routinely  were  complaining  of  delays  in 
service  and  claims  processing.  Offered 
less  handholding  and  lower  fees,  more- 
over, fewer  of  Oxford's  doctors  viewed 
the  company  as  distinctive. 

Meanwhile,  Oxford's  costs  were  esca- 
lating. Its  medical-loss  ratio,  the  industry 
gauge  of  medical  costs  as  a  portion  of 
premiums,  jumped  to  77.4%  in  1995,  from 
74.1%  the  year  before.  In  part,  this  rep- 
resented slightly  lower  premi- 
ums and  a  dramatic  increase  in 
the  company's  Medicare  and 
Medicaid  members,  who  tend  to 
require  more  medical  care.  But 

GROWTH  GURU 

Wiggins'  12-year-old 
company  has  doubled  in 
size  every  year  since  1991 

it  also  points  to  the  need  to 
manage  costs  more  closely. 

Managed  care  historically 
has  relied  on  two  mechanisms 
to  control  claims.  First  is  the 
primary  care  provider,  a  "gate- 
keeper" doctor  positioned  to  co- 
ordinate and  regulate  patients' 
care.  Then  there's  capitation, 
which  pays  doctors  a  flat 
monthly  fee  per  patient  re- 
gardless of  the  services  actu- 
ally rendered.  Such  mechanisms 
often  don't  work  very  well, 
though.  The  gatekeeper  role  is 
an  administrative  nightmare, 
and  doctors  typically  find  ways 
to  circumvent  insurers'  restric- 
tions. And  capitation,  rather 
than  encouraging  fiscal  conser- 
vatism, actually  can  motivate 
primary  care  doctors  to  send  patients 
unnecessarily  to  specialists  and  hospitals. 
budget  PLAN.  Oxford's  solution  is  to 
organize  self-selecting  groups  of  40  to 
100  physicians  into  "partnerships."  Doe- 
tors  are  paid  a  percentage  of  patients' 
premiums,  from  a  so-called  global  bud- 
get that  fixes  amounts  for  physician 
care,  hospitalization,  and  prescription 
drugs.  If  one  doctor  sends  a  patient  for 
an  elect  rocardiogram,  for  example,  the 
charge  comes  out  of  her  group's  budget. 
Oxford  prepares  quarterly  reports, 
based  on  claims  data,  that  detail  the  ac- 
tivity of  each  doctor  in  a  group.  Was  a 
gall  bladder  patient  sent  to  an  expensive 
hospital?  Was  his  stay  unusually  long? 

The  system  is  designed  to  play  on 


Soon,  Oxford  will  have  a  corps  of  nurses  who  c 
make  referrals  to  specialists-saving  patients 
time,  freeing  up  doctors,  and  cutting  paperwo 


individual  ego,  peer  pressure,  and  fi- 
nancial self-interest.  If  doctors  exceed 
then"  budget,  after  all,  they  lose  money; 
yet  withholding  care  will  bring  higher 
costs  over  time.  Oxford  admits  it's  a 
tenuous  balance:  "We  thought  doctors 
would  grasp  the  economics  right  away," 


says  Vice-President  Thomas  A.  Travers. 
"Not  all  did."  Ultimately,  though,  Oxford 
figures  the  partnerships  will  lower  med- 
ical costs  by  15%. 

It  expects  to  cut  more  through  a  se- 
ries of  initiatives  known  as  demand  man- 
agement. One  of  these  involves  identify- 
ing patients  with  chronic  conditions,  then 
creating  courses  of  care  to  prevent  the 
need  for  expensive  treatment  later.  Ox- 
ford spots  asthma  sufferers,  for  example, 
from  claims  data  and  patient  suiveys.  It 
mails  reams  of  self-care  educational  ma- 
terials and  a  $10  peak-flow  meter  pa- 
tients can  use  to  assess  their  condition, 
then  sends  field  workers  to  homes  to  in- 
struct members  on  their  use. 

While  broad  academic  studies  of  such 


efforts  aren't  yet  conclusive,  Oxford 
suits  are  tantalizing.  In  two  years, 
pitalization  of  Medicaid  asthma  pat 
has  dropped  by  about  a  third,  prodi 
a  savings  of  some  $300,000  a  year  tx 
ford.  Education  programs  for  expei 
mothers,  who  get  incentives  for  sch 
ing  preventive  checkups, 
reduced  underweight  babi< 
about  a  third.  "That's  sm 
says  Michael  Schechter,  ai 
stetrician  in  Greenwich,  C 
"That  shows  me  they  care  : 
than  the  next  company, 
they're  going  to  pick  up  sa 
down  the  road." 
triage.  The  other  compo 
to  Oxford's  demand  man 
ment  is  a  block  of  cubicl< 
the  company's  Norwalk  I 
quarters.  There,  nurses 
Oxford  On-Call,  fielding 
tients'  after-hours  calls  bou 
from  offices  of  partieips 
doctors.  Assisted  by  comj 
software  that  essentially  i 
cates  a  doctor's  expertise,  i 
es  gauge  the  urgency  of 
call,  reach  a  diagnosis,  ant 
termine  what  action  is  a{ 
priate:  self-care,  a  call  to 
doctor's  beeper,  or  a  trip  t 
emergency  room. 

Such  telephone  triage 
relatively  modest  start.  By 
spring,  Wiggins  wants  a  la 
corps  of  nurses  to  start  gi 
patients  direct  referrals  to 
cialists — saving  members  a 
to  their  gatekeeper,  freein 
primary-care  doctors  for  other  pati 
and  getting  rid  of  a  lot  of  paperv 
Ultimately,  the  nurses  could  be 
planted  by  doctors  who  provide  : 
time  diagnoses  and  treatment  opt 
further  diminishing  demand  for  r 
expensive  office  visits. 

Will  all  of  this  work?  Oxford, 
other  insurers  investing  in  sin 
strategies,  believes  the  market  will 
into  the  promise  of  higher  qualit 
will  require,  however,  that  doctors 
patients  change  their  behavior  < 
more  than  managed  care  has  demai 
to  date.  The  better  the  care  gets, 
easier  that  will  be. 

By  Keith  H.  Hamrm 
,n  Xorwalk,  C 
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Thanks  to  Sprint  Business, 
we're  filling  offices 
across  the  country." 


Jane  Edwards, 
Kelly  Services 


"Keeping  track  of  over  600,000 
temporary  employees  wasn't  easy." 

Kelly  Services  has  to  till  positions 
quickly.  But  because  each  Kelly  office 
maintained  separate  files,  finding  the 
right  candidate  was  time-consuming. 
"With  Sprint  technology,  we  can 
access  everyone  at  the  push  of  a  button." 

With  the  SprintNet  Data  Network,  information  on 
every  employee  goes  into  a  database.  That  lets  Kelly 
staff  check  availability  instantly — and  quickly  find 
the  right  person  for  the  right  job.  They  can  even  access 
personnel  files  at  over  1,000  Kelly  locations  nationwide. 

"Our  business  has  grown  30%." 

Sprint  has  helped  Kelly  Services  assign  more  people  to  more 
jobs  in  half  the  time.  Which  has  given  Kelly  the  competitive 
edge  And  that's  a  nice  position  to  be  in.  Call  now 

We'll  help  your  business  do  more  business,  too. 


Coll  Sprint  Business 

1800  816  REAL 

www.sprint.com 

Sprint 


We  Help  Business  Do  More  Business 


Finance 


FIRST  QUARTER  SCOREBOARD 


EQUITY  FUNDS 
COME  IN  LIKE  A  LION 

Gold  and  emerging  markets  led  the  advance,  while  bond  funds  tanked 


Barely  three  months  into  1996, 
investors  have  already  poured  an 
estimated  $60  billion  into  equity 
mutual  funds — almost  as  much  as 
they  invested  in  all  of  1992.  So  far, 
they're  getting  their  money's  worth. 
For  the  first  quarter,  through  Mar.  25, 
the  average  equity  fund  delivered  a 
total  return  of  5.45%.  The  funds  still 
trailed  the  5.93%  return  of  the  Stan- 
dard &  Poor's  500-stock  index,  but  the 
funds  are  now  closer  to  the  benchmark 
than  they  were  all  last  year,  when  the 
index  delivered  37.5%. 

"After  a  year  like  1995,  I  wasn't  ex- 
pecting much  more  than  a  10%  gain 
from  the  equity  market  this  year,"  says 
Sheldon  Jacobs,  editor  of  No-Loud  Fu  nd 
Investor.  "We  still  might  get  that,  but 


we're  off  to  a  start  that  suggests  more." 
What  makes  the  stock  market's  advance 
all  the  more  impressive,  says  John 
Rekenthaler,  publisher  of  Morningstar 
Mutual  Funds,  is  that  it  took  place  dur- 
ing a  "very  bad  quarter  for  bonds."  Af- 
ter climbing  for  over  a  year,  the  bond 
market  plunged  in  February,  with  the 
yield  on  the  benchmark  30-year  Trea- 
sury bond  jumping  from  6.1%  to  as  high 
as  6.7%.  That  meant  widespread  losses 
for  bond  funds.  Total  returns  for  tax- 
able funds  were  -0.60%;  for  tax-free 
funds,  -1.58%. 

Fund  investors  are  choosing  stocks 
over  bonds  because  that's  where  the 
most  money  has  been  made.  And  for 
now,  the  huge  inflows  suggest  there's 
fuel  to  chive  prices  higher.  Robert  Adler, 


whose  amg  Data  Services  tracks 
flowing  into  mutual  funds,  says  thj 
rate  of  investment  now  is  $5  bill 
week,  down  from  $6.75  billion  in 
February.  Still,  that's  up  from  $1.5  1 
this  time  last  year. 
AGLITTER.  With  a  notable  exceptio 
categories  of  equity  funds  posted 
this  quarter.  Precious  metals,  or 
funds  staged  one  of  their  periodic  s 
turns,  up  23.41%.  The  last  time  the; 
such  a  surge  was  1993,  and  they've 
mainly  in  the  dustbin  since.  The  qu£ 
top  performer  is  the  $1.3  m 
Nashville-based  Monitrend  Gold  ] 
up  64.62%.  Its  secret?  "Junior  Can 
mining  stocks,"  said  portfolio  mai 
Phillip  Verrill. 

What  propelled  gold  funds  in  199; 


TOTAL  RETURN* 

TOTAL  RETURN* 

MONITREND  GOLD 

64.62% 

VAN  WAGONER  MICRO-CAP 

19.60% 

INVESCO  STRATEGIC  GOLD 

44.34 

JOHN  HANCOCK  GLOBAL  RESOURCES  B 

19.29 

DREYFUS  AGGRESSIVE  GROWTH 

38.89 

PIONEER  GOLD  A 

19.19 

IDS  PRECIOUS  METALS  A 

37.00 

BENHAM  GLOBAL  GOLD 

19.00 

SCUDDER  GOLD 

35.47 

MFS  GOLD  &  NATURAL  RESOURCES  B 

18.87 

MIDAS 

33.18 

AMERICAN  HERITAGE 

18.64 

MORGAN  STANLEY  INSTL  GOLD 

32.75 

RYDEX  PRECIOUS  METALS 

18.32 

BLANCHARD  PRECIOUS  METALS 

31.23 

LEXINGTON  STRATEGIC  SILVER 

18.18 

VAN  WAGONER  EMERGING  GROWTH 

27.60 

DEAN  WITTER  PRECIOUS  METALS  &  MIN. 

18.09 

SMITH  BARNEY  NATURAL  RESOURCES  A 

25.92 

VAN  WAGONER  MID-CAP 

18.00 

LINDNER  BULWARK 

25.87 

VAN  ECK  INTL.  INVESTORS  GOLD  A 

17.75 

R0CKW00D  GROWTH 

25.75 

MORGAN  STANLEY  INSTL  LATIN  AMERICAN 

17.64 

VAN  ECK  GOLD  OPPORTUNITY  A 

25.54 

ROBERTSON  STEPHENS  CONTRARIAN 

17.49 

FIDELITY  SELECT  AMERICAN  GOLD 

25.11 

ALLIANCE  QUASAR  A 

17.18 

GABELLI  GOLD 

23.75 

GJ.GLOBAL  NATURAL  RESOURCES  A 

16.65 

UNITED  SERVICES  WORLD  GOLD 

23.64 

WRIGHT  EQUIFUND-MEXICO 

16.59 

BULL  &  BEAR  GOLD  INVESTORS 

23.55 

STRONG  SMALL  CAP 

16.30 

FIDELITY  SEL.  PRECIOUS  MTLS.  &  MIN. 

23.14 

PBHG  CORE  GROWTH 

16.20 

LEXINGTON  GOLDFUND 

21.31 

FRANKLIN  GOLD  1 

16.16 

CAPPIELLO-RUSHMORE  GOLD 

20.74 

VANGUARD  SPEC.  GOLD  &  PREC.  MTLS. 

15.78 

PIMCO  ADVISORS  PRECIOUS  METALS  A 

20.74 

FIDELITY  SELECT  AIR  TRANSPORTATION 

15.77 

MONTGOMERY  SMALL  CAP  II 

20.25 

KEYSTONE  PRECIOUS  METALS 

15.67 

FONTAINE  CAPITAL  APPRECIATION 

20.15 

PREMIER  STRATEGIC  GROWTH  A 

15.65 

VAN  ECK  GOLD/RESOURCES  A 

20.07 

VAN  ECK  ASIA  INFRASTRUCTURE  A 

15.32 

USAA  GOLD 

19.93 

WRIGHT  EQUIFUND-NETHERLANDS 

15.21 

Precious 
metals 
sparkled 
thanks  to 
new  gold 
strikes,  an 
even  beatc 
up  Latin 
American 
funds  shov 
some  life 
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/al  in  bullion  prices  and  po- 
jhange  in  South  Africa;  now, 
scovery.  "We've  had  more 
rold  strikes  in  the  last  year 
tie  last  10  or  15  years,"  says 
B.  Leonard,  who  runs  In- 
Strategic  Gold,  up  44.34%. 
're  looking  in  places  never 
gd  before,  as  nations  like  In- 
a  and  Vietnam  open  their 
1  One  big  hit:  Bre-X  Minerals 


fund 


How  the  Big  Funds  Farei 


■ 


:lian),  and  Leonard's 
210,000  shares. 
iOLDRUMS.  Funds  that  look 
ike  it  rich  by  investing  in 
World  stocks  are  also  finding 
s.  Diversified  emerging-mar- 
unds  scored  a  9.2%  return  1 
(  quarter,  and  even  the  beat-  S 
Latin  American  funds  are  showing 
"Emerging-markets  funds  are  still 
it  comeback  story,"  says  Michael 
r  of  Stolper  &  Co.,  a  San  Diego 
hat  helps  investors  select  money 
;ers  and  mutual  funds.  The  few 
ainds  that  buy  emerging-markets 
lso  showed  strong  returns, 
srnational  equity  funds  posted 
gains,  too.  European  regionals 
up  6.28%.  Pacific  funds  earned 
even  as  Japanese  funds  slumped, 
sd  down  by  a  lackluster  market 
:ondary  stocks  and  a  stronger  dol- 


TflTAI 

FUND 

BILLIONS 

RETURN* 

FIDELITY  MAGELLAN 

$55.5 

2.31% 

INVESTMENT  COMPANY  OF  AMERICA 

26.9 

5.65 

VANGUARD  INDEX  500 

19.8 

6.06 

WASHINGTON  MUTUAL  INVESTORS 

19.8 

4.80 

FIDELITY  GROWTH  &  INCOME 

16.9 

5.55 

FIDELITY  PURITAN 

16.4 

4.65 

FIDFI ITY  CONTRAFUND 

16.4 

5.71 

TWENTIETH  CENTURY  ULTRA  INVESTORS 

16.2 

0.65 

INCOME  FUND  OF  AMERICA 

14.3 

3.41 

VANGUARD/WINDSOR 

14.0 

5.44 

utilities  funds,  which  invest  in  the 
most  rate-sensitive  area  of  the 
market. 

An  ill-fated  foray  into  bonds  put 
a  damper  on  the  behemoth  Fideli- 
ty Magellan  Fund,  which  posted 
a  skimpy  2.31%  for  the  quarter. 
But  a  few  megafunds  did  stand 
out.  The  $13.5  billion  Janus  Fund, 
the  llth-largest  fund,  earned 
8.12%.  "When  tech  sold  off,  in- 


*  APPRECIATION  PLUS  REINVESTMENT  OF  DIVIDENDS  AND  CAPITAL  GAINS  BEFORE 
TAXES,  JAN.  1-MAR.  25, 1996 
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lar,  which  makes  yen-based  investments 
less  valuable. 

The  quarter's  only  loser:  technology 
funds,  down  2.45%.  That's  the  second 
down  quarter  in  a  row  as  the  once  high- 
flying sector  continues  to  correct.  Some 
of  the  worst  performers  are  pure  tech 
funds — or  more  diversified  ones,  such  as 
Robertson  Stephens  Value  +  Growth, 
that  bet  heavily  on  the  sector.  Bringing 
up  the  rear  were  the  more  interest-rate- 
sensitive  funds,  such  as  asset-allocation 
and  balanced  funds,  which  keep  some 
portion  of  their  portfolios  in  bonds,  and 

TOTAL  RETURN* 


owned,"  says  James  P.  Craig, 
Janus'  manager.  And  one  big  fund, 
the  Vanguard  Index  Trust  500 
Portfolio,  delivered  an  impressive 
6.06%  return  just  by  investing  in 
the  same  stocks  and  in  the  same 
proportions  that  are  in  the  s&P 
I  500  (BW— Mar.  31). 

Every  once  in  a  while,  the  win- 
ners sputter  and  the  losers  shine. 
Twentieth  Century  Giftrust  Investors, 
for  instance,  the  best-performing  fund 
for  the  10  years  ending  Dec.  31,  is  one 
of  the  worst  for  this  quarter,  down 
5.71%.  American  Heritage  Fund,  which 
was  down  35.3%  in  1994  and  another 
30.6%  in  1995,  rebounded  with  an 
18.64%  return.  "I  hope  I  will  disprove 
my  critics  who  have  written  me  off," 
says  American  Heritage's  Heiko  H. 
Thieme,  who  runs  an  eclectic  portfolio 
that  features  private  placements  in 
small  companies  and  frenetic  trading 


TOTAL  RETURN* 
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MERRILL  LYNCH  TECHNOLOGY  A 

-9.42% 

PAINEWEBBER  UTILITY  INCOME  B 

-2.69% 

GOVETT  SMALLER  COMPANIES  A 

-7.64 

FIDELITY  SELECT  TECHNOLOGY 

-2.65 

SELIGMAN  C0MMUN.  &  INFORM.  A 

-7.32 

JAPAN 

-2.54 

WARBURG  PINCUS  JAPAN  0TC  COMM. 

-7.12 

WASATCH  MID-CAP 

-2.52 

STEADMAN  INVESTMENT 

-6.80 

ROBERTSON  STEPHENS  INFORMATION  AGE 

-2.47 

FIDELITY  SELECT  COMPUTERS 

-6.03 

SMITH  BARNEY  PRINCIPAL  RETURN  2000 

-2.42 

TWENTIETH  CENTURY  GIFTRUST  INVEST. 

-5.71 

WRIGHT  EQUIFUND-JAPAN 

-2.39 

SMITH  BARNEY  TELECOMM.  INCOME 

-5.27 

FIDELITY  JAPAN 

-2.33 

GAM  INTERNATIONAL  A 

-5.15 

FIDELITY  SELECT  TELECOMMUNICATIONS 

-2.06 

ROBERTSON  STEPHENS  VALUE  +  GROWTH 

-4.72 

DREYFUS  EDISON  ELECTRIC  INDEX 

-2.03 

GAM  GLOBAL  A 

-4.66 

OVB  EMERGING  GROWTH  A 

-1.88 

RYDEX  URSA 

-4.35 

PHOENIX  U.S.  STOCK  A 

-1.85 

EXCELSIOR  COMMUN.  &  ENTERTAIN. 

-4.19 

BENHAM  UTILITIES  INCOME 

-1.77 

PAINEWEBBER  SMALL  CAP  GROWTH  A 

-4.03 

GALAXY  II  UTILITY  INDEX  RED. 

-1.74 

SELIGMAN  HENDERSON  GLOB.  TECH.  A 

-4.00 

G.T.  GLOBAL  JAPAN  GROWTH  A 

-1.73 

STRONG  DISCOVERY 

-3.80 

T.  ROWE  PRICE  JAPAN 

-1.71 

,   STEADMAN  AMERICAN  INDUSTRY 

-3.75 

BT  INVESTMENT  UTILITY 

-1.67 

HOTCHKIS  &  WILEY  SMALL  CAP 

-3.61 

COLONIAL  UTILITIES  B 

-1.61 

FIDELITY  JAPAN  SMALL  COMPANIES 

-3.40 

ALLIANCE  TECHNOLOGY  A 

-1.56 

USAA  INCOME 

-3.33 

FIDELITY  SEL.  SOFTWARE  &  COMPUTER 

-1.55 

MERRILL  LYNCH  UTILITY  INCOME  B 

-3.30 

EVERGREEN  LIMITED  MARKET  Y 

-1.43 

SMITH  BARNEY  UTILITIES  A 

-3.22 

MONETTA 

-1.41 

\  KEYSTONE  AMER.  HARTWELL  EMERG.  GR.  A 

-3.19 

PHOENIX  CAPITAL  APPRECIATION  B 

-1.41 

FIDELITY  EXPORT 

-3.14 

CAPSTONE  NIKKO  JAPAN 

-1.36 

PARNASSUS 

-2.96 

VANGUARD  SPEC.  UTILITIES  INCOME 

-1.34 

Tech  funds 
continued  to 
sink.  Utility 
funds, 
sensitive  to 
interest 
rates, 

sputtered  as 
bonds  fell 
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of  large-cap  stocks.  Since  1993,  portfo- 
lio losses  and  shareholder  redemptions 
have  reduced  the  fund  from  $150  mil- 
lion to  $22  million. 

Another  laggard  is  Govett  Smaller 
Companies  A.  down  7.64%.  During  the 
1993-95  period,  the  fund  gained  an  av- 
erage 50.1%  a  year.  But  that  was  under 
the  leadership  of  Garret  R.  Van  Wag- 


oner, who  left  at  yearend  to  start  the 
Van  Wagoner  Funds,  all  three  of  which 
finished  near  the  front  of  the  pack  for 
the  quarter.  Already,  the  fund  family 
has  $175  million  in  assets.  Van  Wag- 
oner, who  had  as  much  as  70%  in  tech 
when  he  ran  Govett,  now  has  only 
about  30%,  mainly  software  and  data 
communications  companies.  He's  got 


TAXABLE  FUNDS 

TOTAL  RETURN* 

TAX-FREE  FUNDS 

TOTAL  RETURN* 

VALUE  LINE  CONVERTIBLE 

8.37% 

COLORADO  BONDSHARES 

1.38% 

BEAR  STEARNS  EMERGING  MKTS.  DEBT  A 

7.90 

CALVERT  TAX-FREE  RESERV.  LTD.-TM.  A 

0.88 

SCUDDER  EMERGING  MARKETS  INCOME 

7.55 

GOLDMAN  SACHS  SH.  DUR.  T/F  INSTL. 

0.74 

RYDEX  JUNO 

7.37 

DREYFUS  SHORT-INTERMED.  MUNI  BOND  0.53 

CGM  FIXED-INCOME 

6.58 

59  WALL  STREET  SHT./INTERM.  F/l 

0.50 

NICHOLAS-APPLEGATE  INC.  &  GROWTH  C 

6.49 

VANGUARD  MUNICIPAL  SHORT-TERM 

0.37 

JANUS  HIGH-YIELD  ~ 

6.43 

FEDERATED  LIMITED  TERM  MUNICIPAL  F 

0.36 

MORGAN  STANLEY  INSTL.  EMRG.  MKTS.  A 

6.17 

KENT  LIMITED  TERM  TAX-FREE  INSTL. 

0.33 

TOUCHSTONE  INCOME  OPPORTUNITY  A 

6.11 

DAVIS  TAX-FREE  HIGH  INCOME  B 

0.33 

NORTHERN  INCOME  EQUITY 

6.05 

EXCELSIOR  SHORT-TERM  TAX-EX  SECS. 

0.32 

AVERAGE  OF  1,254  FUNDS 

-0.60 

AVERAGE  OF  1,030  FUNDS 

-1.58 
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40%  in  health  care,  and  about  8 
energy  services. 

Energy  services  in  a  growth  i 
You  bet.  Randall  E.  Haase,  por 
manager  at  Alliance  Quasar  A 
17.18%,  has  also  taken  a  major  sta 
this  area.  "You're  seeing  secular  gi 
in  a  cyclical  industry,"  says  Haase, 
has  invested  in  companies  that  ren 
shore  drilling  platforms,  including  C 
Marine,  Diamond  Offshore  Drilling 
Reading  &  Bates.  They're  bene 
from  demand  for  oil  rigs  that  has 
bled  daily  rental  rates  over  the 
year.  Haase's  fund  is  also  invest! 
growth  trends  in  the  cyclical  retai 
airline  industries. 

NEW  FACES.  Also  among  the  qua 
stars  are  new  names.  Dreyfus  Ag 
sive  Growth  Fund,  with  $21.2  mill; 
assets,  is  the  best-performing  dr 
fled  fund,  up  38.89%.  The  six-monl 
fund  is  run  by  veteran  portfolio 
ager  Michael  L.  Schonberg,  who  is 
to  Dreyfus.  Another  fund  to  wat 
$1.1  million  Rockwood  Growth 
25.75%.  It  has  been  around  for  10 
but  only  been  available  in  Idaho,  \ 
it's  headquartered.  But  fund  raai 
Ross  Farmer  says  he  plans  to  regis 
35  states  this  year. 
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TOTAL  RETURN* 

TOTAL  RETURN* 

PRECIOUS  METALS 

23.41% 

EQUITY-INCOME 

4.92% 

NATURAL  RESOURCES 

9.38 

SMALL  COMPANY 

4.83 

DIVERS.  EMERGING  MRKTS. 

9.21 

FOREIGN 

4.64 

Unlike  a  year  ago, 

SPECIALTY— MISC. 

7.72 

MULTIASSET  GLOBAL 

3.81 

most  diversified 

HEALTH  CARE 

7.59 

REAL  ESTATE 

2.78 

equity  funds  kept 

EUROPE 

6.28 

BALANCED 

2.67 

up  with  the  stock 

GROWTH  &  INCOME 

5.77 

ASSET  ALLOCATION 

2.65 

market 

PACIFIC 

5.57 

COMMUNICATIONS 

2.39 

WORLD 

5.42 

UTILITIES 

0.05 

MAXIMUM  GROWTH 

5.35 

TECHNOLOGY 

-2.45 

;  GROWTH 

5.33 

ALL  EQUITY  FUNDS 

5.45 

FINANCIAL 

4.99 

U.S.  DIVERSIFIED  EQUITY 

5.32 

S&P  500  INDEX 

5.93 
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ing  the  battered  bond  funds,  there 
ver  standouts.  Certainly  among 
e  municipal  bonds,  rising  long- 
iterest  rates  depressed  fund  prices 
e  best  performers  were  mainly 
erm  funds,  which  have  the  least 
t-rate  risk. 

among  the  taxable  bond  funds, 
arter  produced  notable  results. 
Line  Convertible,  leading  taxable 
inds,  earned  8.37%.  That  shouldn't 
implete  surprise:  Convertible  debt 
aridge  between  stocks  and  bonds. 


What  makes  this  fund  stand  out,  says 
lead  manager  F.  Barry  Nelson,  is  that  it 
sticks  to  the  "old-fashioned"  converts  in 
which  the  investor  participates  in  the 
appreciation  of  the  underlying  stocks. 
Many  of  the  newer  "exotic"  converts,  he 
says,  pay  a  slightly  higher  yield  but  cap 
the  amount  of  appreciation  the  convert- 
ible investors  can  realize. 

Another  star  among  the  bond  funds, 
Rydex  Juno,  is  sort  of  an  antibond  fund. 
It  sells  bond  futures  short  so  the  value 
goes  up  when  bond  prices  go  down.  It's 


DATA:  MORNINGSTAR  INC 

similar  to  the  Rydex  Ursa  fund,  which 
uses  stock-index  futures  and  options  so 
that  it  moves  in  the  direction  opposite 
to  that  of  the  stock  market.  Both  Juno 
and  Ursa  are  funds  for  market-timers. 
Among  the  equity  funds,  Rydex  Ursa  is 
one  of  the  losers — just  where  it  should 
be  in  a  bull  market. 

Most  investors  are  not  betting  on 
Ursa,  the  bear,  but  on  Taurus,  the  bull. 
And  so  far,  that  bet  looks  pretty  good. 

By  Jeffrey  M.  Laderman 
in  New  York 
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INVESTIGATIONS 


NOW  IT'S  MOODY'S 
TURN  FOR  A  REVIEW 


The  Justice  Dept.  is  probing  possible  antitrust  violations 


i  subjects  at  Moody's,"  says 

Fasel,  a  managing  director  at 
s.  "I  just  don't  know  if  we're  the 
bject."  Sources  close  to  the  in- 
,tion  say  it  focuses  on  Moody's 

whether  the  agency  improperly 
•es  bond  issuers  to  use  its  credit- 
services.  The  probe  comes  at  an 
rd  time:  Moody's  President  John 
m  Jr.  recently  resigned,  citing 
al  reasons.  He  has  vehemently 
any  connection  between  his  res- 
n  and  the  inquiry. 
(ANGER.  Moody's  is  not  alone  in 
I  unsolicited  ratings  of  debt  is- 
The  ratings  business  began 
s  ago,  when  fledgling  rating 
s  looked  at  information  that  Cor- 
America  provided  to  the  Securi- 
Exchange  Commission  and  used 
ake  unsolicited  ratings.  Most  of 
itroversy  surrounding  unsolicited 

today  centers  on  their  use  in 
oming  market  for  asset-backed 
irtgage-backed  securities.  Of  the 
^ee  rating  agencies,  Moody's  is 
n  issuing  unsolicited  ratings  in 
s  for  structured  securities.  Stan- 
c  Poor's,  for  example,  will  not 
structured  finance  deal  without 
•equested  to  do  so,  says  Leo  C. 
,  president  of  Standard  &  Poor's 

Services.  His  concern  centers 
i  complexity  and  adequacy  of 


information  provided  about  such  deals. 

Moody's  says  it  would  not  make  un- 
solicited ratings  on  such  deals  if  it 
wasn't  confident  that  it  had  sufficient 
data.  Says  Moody's  Fasel:  "We  only  is- 
sue ratings  that  we  can  defend,  stand 
behind,  and  are  confident  of."  Fasel  says 

Moody's  does  not  keep   

records  of  how  many 
unsolicited  ratings  it 
makes.  "It  is  a  very, 
very  small  number  of 
the  total,"  he  says.  "We 
don't  define  the  issue  of 
unsolicited  versus  so- 
licited as  relevant." 
Moody's  says  it  has 
never  sent  an  issuer  a 

bill  for  an  unsolicited   

rating.  Sources  say  that 
Moody's  may  send  bills  to  existing 
clients  who  have  elected  not  to  ask 
Moody's  for  a  rating  on  a  new  debt  is- 
sue, however. 

Moody's  is  no  stranger  to  controversy. 
The  credit-rating  business  has  become 
increasingly  competitive,  and  Moody's 
is  not  shy  about  fighting  to  maintain  its 
franchise.  Its  aggressive  style  has  alien- 
ated some  bankers  and  bond  issuers. 

One  issuer  that  is  fuming  over  its 
experience  with  Moody's  is  the  Jefferson 
County  (Colo.)  School  District.  It  has 
filed  suit  against  Moody's  for  "tortious 


One  question:  Did 
Moody's 
improperly 
pressure  issuers  to 
use  its  service? 


interference  with  contract,  interference 
with  prospective  business  relationships, 
and  disparagement."  In  the  past,  the 
school  district  had  used  Standard  "& 
Poor's  and  Moody's  to  rate  its  debt,  but 
in  a  1993  offering  it  decided  to  use  Fitch 
instead  of  Moody's.  "Moody's  is  tradi- 
  tionally  more  conserva- 
tive about  their  rat- 
ings," says  Lynn  W. 
Clannin,  budget  and  fi- 
nance director  for  the 
district.  On  the  day  of 
the  offering,  Moody's 
put  them  on  credit 
watch,  says  Clannin. 
The  district  suspended 
the  sale  and  bought  in- 
surance, but  Clannin 
says  it  cost  the  district 
$770,000.  Moody's  says  it  does  not  com- 
ment on  pending  litigation,  but  has  filed 
a  motion  to  dismiss  the  lawsuit. 

The  idea  of  beefing  up  regulation  of 
rating  agencies  has  been  floated  in  Wash- 
ington. Congress  has  also  requested  that 
the  sec  consider  increasing  its  oversight. 
So  far,  no  legislation  has  materialized, 
and  the  sec  is  still  mulling  rale  changes. 
The  Justice  probe  may  shed  light  on 
whether  such  steps  are  needed. 

By  Suzanne  Woolley  in  New  York 
and  Michael  Schroeder  and  Catherine 
Yang  in  Washington 
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FUTURES,  FUTURES, 
EVERYWHERE 

From  Thailand  to  Turkey,  exchanges  are  springing  up 


ft 


China  was  lobbing  missiles  into 
ithe  Taiwan  Strait  in  March,  Beijing 
^Commodity  Exchange  Chairman 
Qiao  Gang  was  attending  to  business 
on  another  shore.  Sipping  Pepsi  by  the 
pool  at  a  swank  Florida  resort,  Qiao 
networked  at  his  first  Futures  Industry 
Assn.  trade  show.  He's  convinced  that 
futures  can  help  his  country  grow.  "I 
believe  in  market  forces,"  he  says. 

From  Thailand  to  Turkey,  emerging- 
market  nations  are  launching  futures 
exchanges.  In  the  next  year  or  so,  an 
estimated  18  developing  countries  will 
be  trading  futures,  up  from  seven  today 
(table).  Besides  providing  prices  and 
risk-management  for  local  us- 
ers, the  new  markets  aim  to 
attract  hard  currency  from 
foreign  investors.  With  many 
emerging  economies  expand- 
ing at  double-digit  rates,  mul- 
tinationals need  better  ways 


Whitney  MacMillan,  retired  chairman  of 
agribusiness  giant  Cargill,  based  in  Min- 
netonka,  Minn. 

Yet  even  as  these  new  bourses  sprout 
up,  some  question  how  successful  they 
will  be.  Western  investors  salute  them 
with  one  hand  while  gripping  their  wal- 
lets with  the  other.  Third  World  mar- 
kets suffer  from  backward  laws  and  reg- 
ulations. Firms  default,  governments 
change  rules  arbitrarily,  and  fragile  fi- 
nancial systems  sometimes  melt  down. 
Traders  speak  of  "roach-motel"  markets, 
where  investing  is  easy  but  getting  out 
is  tough.  At  the  biggest  emerging-mar- 
ket exchange,  Brazil's  Bolsa  de  Mercado- 


THESE  EMERGING  MARKETS  BOAST  FUTURES  EXCHANGES 


modity  risks.  And  money 
managers  want  more  prod- 
ucts, too:  Indexed  emerging- 
market  equity  funds  have  at- 
tracted $5  billion,  up  from 
$200  million  in  mid-1993,  ac- 
cording  to  the  International 
Finance  Corp.  "The  establish- 
ment of  futures  markets  is  a 
badge  of  credibility,"  notes 


BRAZIL 

It's  No.  3  in  world  volume 

CHINA 

40-plus  exchanges  pared  to  15  last  year 

HUNGARY 

Budapest  has  growing  currency  contracts 

MALAYSIA 

New  stock-index  futures  going  slowly 

PHILIPPINES 

Amid  political  woes,  1995  volume  drops  by  69% 

RUSSIA 

Currency  and  commodity  derivatives  trading 

SOUTH  AFRICA 

Equity  indexes  trade  more  than  gold 

...  AND  THESE  WILL  OPEN  IN  A  YEAR  OR  SO 

Argentina,  Czech  Republic,  Greece,  India,  Mexico,  Poland,  Portugal, 
South  Korea,  Taiwan,  Thailand,  Turkey 
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SAO  PAULO  TRADERS:  A  futures 
market  is  "a  badge  of  credibility 

rias  &  Futuros  (bm&f),  no  more 
15%  of  the  business  comes  from  i 
trialized  countries.  In  China  and 
countries,  foreign  participation  is 
Still,  the  potential  is  there.  And 
U.S.  exchanges  are  trying  to  pre 
the  startups.  Encouraged  by  its 
cessful  launch  of  Mexican  peso  ft 
in  April,  1995,  the  Chicago  Merc 
Exchange  plans  to  list  debt,  cur 
and  equity-index  contracts  on  as 
as  a  dozen  emerging  markets  ov« 
next  few  years,  says  Chairman  Jc 
Sandner.  The  Chicago  Board  Oj 
Exchange  has  launched  indexes  or 
in  American  and  Israeli  stocks.  1 
nos  de  Mexico  is  among  its  most ; 
equity  options. 

TOP  PRIORITY.  To  get  a  piece  oi 
action,  exchanges  in  emerging  ms 
are  doing  business  differently;  a 
bourses  slated  to  open  in  1996  ai 
will  be  electronic.  Brazil,  which  o] 
for  business  in  1986,  uses  both 
outcry  and  electronic  systems.  S( 
dealing  is  easier  to  set  up  and  mi 
than  the  open-outcry  system  coi 
in  big  U.  S.  markets,  which  rec 
well-capitalized  floor  traders.  An 
safer:  At  the  two-year-old  Beijing 
modity  Exchange,  each  trade  is  ch 
for  adequate  margin  before  the 
puter  system  accepts  it,  says  Qiac 
Providing  a  tamperproof  tradir 
eration  is  the  top  priority  for  th( 
exchanges.  "You  may  be  robbed  w; 
down  the  street,  but  in  this  pla« 
won't  be  robbed,"  says  Andre  A. 
pon,  a  New  York-based  consulta 
Sao  Paulo's  bm&f,  the  world's  third 
est  exchange.  To  avoid  trouble 
bm&f  performs  all  back-office  t 
clearing  and  processing — a  task 
by  member  firms  in  developed  ma 
"There  is  typically  much  more  voli 
and  much  more  risk,  so  : 
to  be  a  very  tough  pi 
Cappon  says. 

That  volatility  pro 
great  trading  opportuniti 
experienced  players  wh 
cash  in  on  out-of-whack  p 
"Competition  in  erne: 
markets  tends  to  be  les 
phisticated  and  less  well 
talized,"  says  Eric  Noll, 
of  strategic  planning  for 
quehanna  Management  G 
an  arbitrage  trader  ovei 
And  Peter  Marber,  man; 
director  of  Wasserstein 
ella  Emerging  Markets  C 
in  New  York,  who  curr 
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Which  Kind  of  Investor  are  You? 


Primitive  investors  were  always  stalking  the  bull.  And  fearing  the  bear. 
But  slowly,  some  investors  came  to  understand  seasons  and  cycles.  They  settled 
down  and  worked  to  build  wealth.  They  learned  to  thrive  while  others  fought 
to  survive.  Your  financial  advisor  will  want  to  know:  are  you  hoping  to  make 
a  killing?  Or  have  you  evolved  into  a  more  civilized  investor?  Ask  your  financial 
advisor  about  Kemper  Funds  or  call  1-800-Kemper-l  ext.  818. 
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Before  you  invest  or  send  money,  carefully  read  the  brochure  and  prospectus  containing  more  complete 
information  including  management  fees  and  expenses.  ©  1 9 S* 6  Kemper  Distributors,  Inc.  1011670 
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trades  individual  stocks  on  foreign  over- 
the-counter  markets,  looks  forward  to 
being  able  to  trade  an  index  that  repre- 
sents a  basket  of  stocks  on  local  futiu*es 
exchanges  instead.  In  less  transparent 
otc  trading,  it's  easier  to  get  stuck  with 
an  illiquid  holding,  he  points  out. 
CHINESE  CRACKDOWN.  Yet  launching  a 
new  exchange  is  risky.  China  had  more 
than  40  loosely  regulated  exchanges 
trading  commodity  and  financial  prod- 
ucts before  a  government  crackdown 
last  year  pared  the  number  to  15.  Ex- 
perts say  only  a  handful  are  needed. 
New  contracts  are  risky,  too.  While  the 
Chicago  Merc  can  afford  to  trade  dozens 
of  contracts,  most  startups  should  list 
only  a  few,  advises  Azizah  M.  Jaafar,  a 
general  manager  at  the  Securities  Com- 
mission of  Malaysia.  In  Kuala  Lumpur, 
palm-oil  futures  retain  a  much  bigger 
following  than  nascent  stock-index  con- 
tracts. "We  are  developing  our  own  local 
products  for  our  own  local  needs," 
Jaafar  says. 

Will  the  exchanges  in  the  industrial 
world  preempt  the  local  exchanges?  No 
one  knows  for  sure.  But  if  they  do,  the 
local  exchanges  could  have  a  tough 
time  recovering.  Once  established,  a 
liquid  futures  market  rarely  migrates 
from  one  exchange  to  another  in  the 
same  time  zone.  Some  traders  say  the 

Traders  speak  of 
"roach-motel"  markets, 
where  investing  is  easy 
but  getting  out  is  not 

U.S.  versions  of  Mexican  contracts 
have  become  so  entrenched  that  Chica- 
go is  likely  to  remain  their  primary 
market. 

In  contrast  to  the  Merc,  the  Chicago 
Board  of  Trade,  its  crosstown  rival, 
seems  to  be  hedging  its  bets.  It's  form- 
ing joint  ventures  with  new  exchanges 
in  countries  such  as  Poland  and  Argen- 
tina. Once  new  contracts  develop  locally, 
CBOT  members  could  trade  them.  "These 
exchanges  are  going  to  happen  with  us 
or  without  us,  so  we're  trying  to  [partic- 
ipate I  in  as  risk-free  a  fashion  as  pos- 
sible," says  Board  of  Trade  Chairman 
Patrick  H.  Arbor. 

No  doubt  some  of  these  new  ex- 
changes  won't  work.  But  the  winners 
will  ofi't  i  ,i  safe  harbor  to  investors  who 
see  big  opportunities  in  seemingly  unin- 
viting places. 

By  Grey  Burn*  in  Boca  Raton,  Fla. 


INVESTMENT  FIRMS 


Here  we  go  again.  For  the  third  time 
in  the  past  six  years,  cs  First  Bos- 
ton Inc.  appears  to  be  imploding. 
Since  February,  the  Swiss-owned  in- 
vestment bank  has  seen  some  two  dozen 
senior  professionals  bail  out.  Among 
them:  Robert  E.  Diamond  Jr.,  an  execu- 
tive board  member  and  head  of  the 
fixed-income  department;  Tracy  L.  Van 
Eck  and  Lesley  D.  Goldwasser,  manag- 
ing directors  in  charge  of  asset-backed 
securities;  and  Thomas  H.  Hanley,  a 
well-known  bank  analyst,  along  with  his 
staff  of  six.  Inside  the  firm,  more  depar- 
tures are  anticipated. 

The  obvious  reason  behind  the  flight: 
In  late  February  the  firm  paid  out  bo- 
nuses that  were  sharply  lower  than  ex- 
pected in  both  the  fixed-income  and  equi- 
ty departments.  In  the  fixed-income 
department,  for  instance,  bonuses  were 
15%  to  20%  lower  than  those  paid  in 
1994,  a  year  in  which  bonuses  had  been 
slashed  by  as  much  as  50%.  That  was  de- 
spite csfb's  $207  million  in  1995  earn- 
ings, its  second-best  year  ever. 
INFLAMED.  Recently  departed  executives 
say  the  bulk  of  csfb's  $455  million  bonus 
pool  went  to  a  handful  of  top  managers 
and  to  investment  bankers,  who  had  a 
very  good  year.  Employees  say  they 
were  particularly  inflamed  by  President 
Allen  D.  Wheat's  1995  pay  package  of 
$9  million.  That  came  on  top  of  the  $25 
million  former  employees  say  he  re- 
ceived from  1990  to  1995  in  compensa- 
tion from  Credit  Suisse  Financial  Prod- 
ucts, the  derivatives  unit  that  he  helped 
build.  "No  one  gives  a  damn  anymore," 
says  a  former  employee.  "Everything 


WHEAT:  He  put  a  damper  on  bonv 


is  being  done  for  Wheat  and  the  S\ 
The  problems  go  deeper  than 
For  years  CSFB,  68.8%  owned  bj 
rich-based  cs  Holdings,  has  been 
mied  by  battles  with  its  Swiss  p: 
over  the  firm's  long-term  strategy 
management.  Now,  current  and  fo 
employees  question  whether  Whe 
ruthlessly  bottom  line-oriented  mar 
is  willing  to  spend  enough  to  mai 
csfb  as  a  full-service  investment 
or  whether  his  real  agenda  is  to  p; 
down  to  a  proprietary  trading  and 
gers  and  acquisitions  boutique.  If 
went  this  route,  "they  could  get  ] 
half  to  three-quarters  of  their  fix< 
come  department,"  says  Perrin  ] 
an  independent  brokerage  industry 
lyst.  Of  5,300  csfb  employees,  1,10 
in  fixed  income.  Already,  the  firn 
lost  clout  in  key  markets  (table). 
"PLAYING  WITH  FIRE."  CSFB  spoke 
Maynard  Toll  denies  the  firm  is  cha 
its  stripes,  "cs  Holdings  is  planning 
one  of  the  top  financial  services  groi 
the  21st  century,"  he  says.  "So 
would  they  allow  csfb  to  become  a 
tique?"  Still,  CS  Holdings  has  had  su 
with  smaller  units  before,  notably  ( 
it  Suisse  Financial  Products,  \ 
Wheat  headed  until  March,  1995. 

Others  maintain  that  lower  boi 
were  simply  a  reflection  of  the  so-s( 
formance  of  the  equity  departmen 
$100  million  in  mortgage-backed  s 
ities  losses  that  depressed  the  e 
fixed-income  department.  Wheat's  r< 
now  is  offering  additional  bonus  che( 
certain  employees.  He  is  also  tryi 
fashion  a  formula-based  compens 
system  that  will  allow  staffers  to 
accurately  anticipate  their  pay. 
Wheat  is  walking  a  tightrope.  "Th 
playing  with  fire  because  they're  ri 
the  franchise"  when  they  lose  so  : 
employees,  says  a  competitor  "At 
point,  they  fall  off  everybody's  sere 
By  Leah  Nathans  Spiro  in  New 
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CSFB's  market-share  rankings  I 
major  businesses 
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DID  SOMEONE  SAY 
'ABANDON  BANK? 

Top  execs  are  deserting 
CS  First  Boston 
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In  the  past,  winning  new  business 
was  a  black  or  white  proposition. 


Introducing  the  future. 
The  HP  Color  LaserJet  5. 


First  impressions  are  important,  but  business 
is  often  won  or  lost  based  on  last  impres- 
sions. So  why  shouldn't  your  proposals  be 
as  impactful  and  persuasive  as  possible? 
With  the  new  HP  Color  LaserJet  5  printer, 
they  can.  Dramatic  improvements  in  tech- 
nology allow  the  Color  LaserJet  5  to  create 
1200  dpi  equivalent  image  quality,  literally 
producing  millions  of  permanent  solid  colors. 
The  Color  LaserJet  5  is  compatible  with  all 
popular  software  and  is  fully  networkable. 
Best  of  all,  with  its  remarkably  low  cost  of 
ownership,  you'll  be  amazed  at  how  little 
it  costs  to  add  color  to  your  documents. 
Call  1-800-LASERJET  Ext.  1443  for  some 
thoroughly  convincing  print  samples.  So  you 
can  start  claiming  business  victories  today. 


wlett-Packard  Company.  See  us  at  http://www  hp.com  PE 12593 
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Inside  Wall  Street 


BY  GARY  WEISS  

COUNTDOWN  TO 
A  LORAL  LAUNCH 

I  s  it  too  late  to  cash  in  on  Loral  (lor)? 
I  That's  the  question  for  investors  in 
light  of  a  soon-to-be-completed  $9.1  bil- 
lion acquisition  of  the  New  York  de- 
fense contractor  by  Lockheed  Martin. 
The  union  will  give  Lockheed  all  of  Lo- 
ral's massive  electronics  business,  while 
Loral  stockholders  will  get  $38  a  share 
in  cash  plus  shares  in  a  new  company, 
Loral  Space  &  Communications.  Some 
pros  are  snapping  up  Loral,  wagering 
that  Loral  Space  will  take  off  like  a 
Thor  missile. 

At  the  current     THE  CHEAP  WAY 
prices,  this  deal     INTO  A  SPIN-OFF 
doesn't  look  en-  50 
ticing.  Since  the 
buyout  was  an- 
nounced, in  early 
January,  Loral 
shares  streaked 
from  36  to  47 
(chart).  And  any 
prospective  buy- 
ers must  act  fast: 
The  tender  offer, 
extended  by  reg- 
ulatory delays,  is 
set  to  expire  on 
Apr.  5.  Neverthe- 
less, hedge  funds  and  spin-off  analysts 
think  investors  would  be  smart  to  buy 
Loral  in  the  short  time  remaining. 

They  feel  Loral  Space  is  way  under- 
valued at  its  implicit  price  of  9— that  is, 
47  minus  the  $38  in  cash.  "This  is  a 
pure  play  in  a  fast-growing  field,  and 
we  think  it's  worth  a  lot  more  than 
the  market  values  it,"  says  Andy  Ab- 
rams  of  cwh  Associates,  a  New  York 
money  manager  whose  flagship  Worth- 
ington  Growth  hedge  fund  gained  72% 
last  year,  cwh  is  buying  Loral  as  a 
way  to  get  Loral  Space  on  the  cheap. 
Abrams  thinks  Loral  Space,  which  will 
be  publicly  traded,  will  climb  from  9  to 
15  or  so  in  the  coming  year. 

The  new  entity  will  contain  all  of 
Loral's  space  and  satellite  businesses — 
and  big  stakes  in  other  companies,  in- 
cluding 31%  of  satellite  outfit  Globalstar 
Telecommunications.  Investors  are  bet- 
1  tat  Loral  Space  will  be  a  power 
•rowing  private-satellite  field. 

Loral  Space  will  begin  life  with  a 
squeaky-clean  balance  sheet — $700  mil- 
lion in  cash  and  no  debt.  Its  main  asset 
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will  be  Globalstar,  a  NASDAQ-traded 
company  that  is  developing  a  $2  billion 
worldwide  satellite-communication  sys- 
tem. Another  holding:  33%  of  Space 
Systems/Loral,  a  private  satellite  mak- 
er. Loral  Space  will  also  take  over  Lo: 
ral's  interest  in  satellite  data  projects 
and  in  communications  franchises  in 
Brazil,  Canada,  and  Mexico. 

One  caveat,  notes  Murray  Stahl,  re- 
search director  of  Spin-off  Report 
newsletter:  Loral  Space's  business  will 
be  capital-intensive,  with  no  guaran- 
tee of  success.  Still,  Stahl  sees  it  as 
undervalued — with  excellent  prospects. 

A  DIM  VIEW  OF 
THIS  JERSEY  BANK 

Dale  Jacobs,  manager  of  Financial  In- 
vestors fund,  which  specializes  in 
bank  and  financial  stocks,  is  a  hedge- 
fund  manager  of  the  old  school:  He 
buys  strong  stocks  and  shorts  weak 
ones  in  the  same  industry.  But  shorting 
banks  can  be  hazardous  at  a  time  when 
interest  rates — and  consolidations — 
have  been  favorable  to  financial  stocks. 
Nevertheless,  Jacobs  has  taken  a  short 
position  in  one  little-followed  bank  that 
has  been  a  solid  performer  this  year: 
Trust  Company  of  New  Jersey  (tcnj). 

Based  in  Jersey  City,  tcnj  lends  to 
small  businesses  and  consumers 
through  statewide  branches.  The  com- 
pany's latest  financial  announcement, 
in  January,  was  upbeat:  Net  income  in 
1995  was  $13  million,  or  62(2  a  share, 
up  from  $3.9  million,  or  17(2,  the  year 
before.  There  was  a  "significant  in- 
crease" in  its  loan  portfolio,  thanks  to 
successful  marketing  of  consumer  loans 
and  home  mortgages. 

But  Jacobs  is  unimpressed.  Even 
with  improved  earnings,  tcnj's  ftnan- 
cials  are  nothing  to  write  home  about, 
he  says.  He  notes  that  tcnj's  return  on 
assets  is  about  0.5%,  half  the  1%  aver- 
age for  community  banks.  At  its  re- 
cent price  of  14%,  the  stock  trades  at 
1.9  times  book  value.  Jacobs  notes  that 
the  average  community  bank  is  not 
only  more  profitable,  but  also  cheap- 
er: The  usual  price-to-book  ratio  is  1.6. 

Nevertheless,  the  stock  has  per- 
formed much  better  than  similar  banks 
this  year  despite  a  near-total  absence 
of  analyst  coverage,  tcnj  shares  have 
gained  12%  year-to-date.  The  market's 
high  esteem  for  tcnj,  in  Jacobs'  view, 
is  unwarranted.  "That  only  makes 
sense  if  the  bank  is  viewed  as  a  take- 
over candidate,"  says  Jacobs.  But  it  is 


not — and  the  high  price  hardly  mi 
it  tempting  to  a  suitor,  in  his  view 

STICKING  IT  OUT 
WITH  CHEYENNE 

An  old  Western  song  includes  the 
frain  "I'm  leaving  Cheyenne."  1 
of  investors  have  been  doing 
that — leaving  Cheyenne  Softw 
(cye).  The  stock  has  dipped  1793 
far  this  year.  But  Lawrence  Auriar 
top  picker  of  small-cap  stocks  and 
manager  of  the  Kaufmann  mutual  f 
isn't  about  to  puli  out.  He  sees  CI 
enne,  headquartered  in  Roslyn  Hei£ 
N.  Y,  poised  for  better  things. 

Cheyenne  makes  software,  ma 
data-backup  and  virus-protection  p 
ucts,  for  local  area  networks  (LAN 
one  of  the  fastest-growing  segmi 
of  the  computer  business.  But  la 
excessive  inventories  have  depres 
its  profits  and  stock  prices.  Earning 
the  second  quarter  of  1996,  ended 
Dec.  31,  were  below  expectations. 
Auriana  believes  Cheyenne  has  I 
excessively  pummeled  by  the  mar. 

Recently,  Cheyenne  concluded  a 
with  Symantec,  which  makes  No: 
utility  software.  Symantec  agree* 
bundle  Cheyenne's  ARCserve  softv 
into  Norton's  LAN  product  lines— 
ther  strengthening  Cheyenne's  mar 

READY  TO  RECUPERATE? 
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ing.  Cheyenne  has  also  developed  p: 
ucts  to  combat  viruses  that  att 
Microsoft  Word  documents.  And 
arcsoIo  95  is  a  storage  product 
signed  for  use  with  Windows  95. 

Despite  a  strong  stance  and  an 
pected  surge  in  profits  next  y 
Cheyenne's  Amex-traded  shares 
just  21  times  estimated  1996  es 
ings — one  of  the  lowest  price-earni 
ratios  in  the  business.  Within  a  y 
Auriana  expects  the  stock  to  read 
or  so,  up  from  its  current  22. 
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Paying 


in  investment  expenses 

is 

the  best  way  to  gain 

MORE 

from  your  401  (k)  plan. 


Just  take  a  look  at  the  math. 

On  average,  401  (k)  plans 
investing  in  equities  with  mutual 
fund  companies  pay  an  estimated 
$150  per  $10,000  invested. 
(Source:  Morningstar,  Inc.) 

The  Principal5  charges  an 
average  of  $50  on  its  equity 
separate  accounts. 

The  differences  over  time  can 


really  add  up.  The  chart  tells  it  all. 

Add  to  that  the  fact  that 
The  Principal  has  been  making  the 
adminisu-ation  of  retirement  plans 
about  as  simple  as  possible  for  over 
50  years. 

If  s  no  wonder  we  now  manage 
nearly  $40  billion  in  retirement  assets. 
For  over  33,000  companies.  And 
over  1,700,000  employees.  In  fact, 
The  Principal  administers  more 
401  (k)  plans  than  any  other  bank, 
mutual  fund  or  insurance  company* 

The  Principal  Financial  Group." 
We  give  you  more  for  less  in  more 
ways  than  one.  To  learn  more  about 
The  Principal  Financial  Group, 
visit  our  Internet  home  page  at 
http://www.principal.com  or  call 
1-800-255-6613. 
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Group 

401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 
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Pnncipal  Mutual  Lie  Insurance  Company(ThePnncipal}and  its  subsidianes.  Mutual  funds  distributed  through  Pnncor  Financial  ServicesCorporation(memberSIPC),  a  registered  broker  dealer  Secunties  through 
Principal  Financial  Securities.  Inc  (not  available  in  all  slates)  Managed  health  care  through  Pnncipal  Health  Care,  Inc  (not  available  in  all  states)  Home  mortgages  available  through  Pnncipal  Residential  Mortgage,  Inc 


Industries 


AEROSPACE 


DEFYING  THE  LAW 
OF  GRAVITY 

Prices  for  777  engines  keep  plunging.  So  why  are  manufacturers  flying  high? 


Locked  in  a  spirited  price  war  to 
supply  engines  for  Boeing  Co.'s 
new  777  airliner,  the  industry's 
Big  Three  seem  to  be  practically 
giving  their  biggest  engines  away.  Gen- 
eral Electric,  Pratt  &  Whitney,  and 
Rolls-Royce  are  selling  high-thrust  tur- 
bines for  up  to  75%  below  list  prices — 
too  little  to  earn  a  payback  on  total 
investments  of  more  than  $4  billion. 
With  more  expensive  projects  in  the 
works,  it's  hard  to  see  how  anyone  can 
make  a  buck. 

Overall,  though,  the  Big  Three  are 
making  money — a  lot  of 
it.  At  General  Electric 
Co.'s  jet-engine  division, 
operating  income  rose 
26%,  to  $1.2  billion,  last 
year.  The  Pratt  &  Whit- 
ney unit  of  United  Tech- 
nologies Corp.  saw  a  39% 
increase,  to  $530  million. 
Rolls-Royce  PLC's  jet-en- 
gine unit  posted  a  92% 
gain,  to  $269  million,  in- 
cluding $46  million  from 
newly  acquired  Allison 
Engine  Co. 

How  long  can  they 
keep  up  this  feat  of  levi- 
tation?  So  far  they've 
done  it  through  rigorous 
cost-cutting — as  well  as 
with  strong  results  from 
other,  less  competitive 
businesses,  such  as  spare 
parts,  maintenance,  and 
engines  for  smaller  air- 
craft, high-speed  femes, 
and  the  like.  That  has 
given  them  sustenance 
for  the  war  over  777  or- 
ders. Each  hopes  to  win 
enough  volume  to  bring 
d'  "\ti  manufacturing  costs 
and  eventually  earn  a  re- 
:  on  its  share  of  that 
$4  billion  investment. 
Right  now.  analysts  esti- 
mate the  engines  are  sell- 
ing for  only  about  half 


their  full  cost,  once  development  and 
overhead  are  figured  in.  As  Charles  L. 
Chadwell,  ge's  vice-president  for  com- 
mercial engines,  dryly  observes:  "It's 
not  much  fun  to  make  things  and  not 
make  any  money  off  them." 

It  might  become  even  less  amusing. 
First,  the  engine  makers  have  already 
reduced  their  costs  drastically,  so  the 
additional  cuts  they're  counting  on  will 
be  excruciating.  Second,  the  ferocious 

competition  over  777  en-   

gine  orders  threatens  to  HEADACHE:  The  GE90  still 
spread  to  parts  of  the  lacks  a  key  FAA  clearance 


ROARING  BACK 


Rolls-Royce  came  out  of 
nowhere  to  beat  GE  and  Pratt  with  rock- 
bottom  pricing  in  two  key  deals.  Now,  all 
three  must  cut  costs  more  deeply 


business  that  have  been  relatively 
tered.  Pratt  &  Whitney  President 
J.  Krapek  worries  that  the  rules  c 
once-lucrative  engine  game  may 
changed  for  good:  "Right  now  the 
ness  does  seem  a  little  irrational." 
POWER  DESIGN.  Things  might 
turned  out  differently.  A  year 
it  seemed  that  supplying  777  en 
would  be  highly  profitable  for  at 
two  of  the  competitors.  Pratt  &  1 
ney's  PW4084  engin 
won  more  than  half 
orders  for  the  77 
looked  as  if  ge  woul< 
tie  into  second  placi 
Rolls  might  disaj: 
altogether. 

But  Rolls,  far 
packing  up  its  slide 
came  out  of  now 
with  rock-bottom  pi 
to  beat  its  Americs 
vals  in  two  signil 
bids,  including  on< 
longtime  Pratt  cust 
Singapore  Airlines 
Now,  Rolls  shares 
billing  with  Pratt.  Gi 
lacks  certification 
the  Federal  Aviatioi 
ministration  for 
flights  over  water 
cause  of  early  pro! 
with  parts  burning 
high  temperatures. 1 
ge  expects  faa  cleai 
soon,  the  whole  ex 
ence  has  been  painf 
lags  in  777  share  de 
spending  the  most — 
than  $1.5  billion  ii 
search  and  developi 
It  will  probably  t 
least  10  years  befor 
program  breaks  < 
Chadwell  says — twi 
long  as  ge  mam 
thought  when  they 
mitted  to  the  projec 
To  cope  with 
prices,  all  three  er 
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s  have  blasted  away  at  costs, 
have  pared  about  40%  of  their 
>rces  and  shuttered  millions  of 
feet  of  manufacturing  and  office 
GE  is  subcontracting  more.  And  it 
ing  subassembly  of  fans,  airfoils, 
e  like  from  Cincinnati  to  cheaper 
is  in  Kansas  and  North  Carolina, 
rmpanies  have  cut  supplier  rolls 
lueezed  R&D  spending.  Yet  they 
)ursue  still  more  cuts.  "We  have 
relentless  on  cost  reductions  to 
ve  position  in  the  marketplace," 
eorge  A.  David,  chief  executive  of 
I  Technologies. 

;he  same  time,  each  company  is 

ENGINE  EARNINGS 


OPERATING  PROFITS 
FROM  JET-ENGINE 
UNITS 
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'95 


'93 
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to  make  the  most  of  its  own 
ths.  ge  intends  to  turn  its  GE90 
,  headache  into  an  asset  by  using 
ion  on  future,  stretched  models 
Boeing  747  or  Airbus  A340.  The 
is  designed  for  more  power  than 
der  engines  of  Pratt  and  Rolls. 
vhile,  ge  has  combined  its  spare- 
and  engine-overhaul  businesses 

fast-growing  $2  billion  unit.  On 
!2,  ge  announced  a  10-year,  $2.3 
deal  to  maintain  British  Airways 
5E,  Rolls,  and  Pratt  engines. 
IG  HUSH  KITS.  Pratt  aims  to  hold 
iition  in  the  widebody  market  by 
sting  the  reliability  of  its  PW4084. 
att  &  Whitney  Canada  Inc.  divi- 
s  doing  a  booming  business  in 
Drop  and  turbofan  engines  for 
commuter  craft  and  business  jets, 
also  is  trying  to  build  a  commer- 
)ace-launch  business  in  coopera- 
nth  Russia's  Energomash,  using 
ime  rockets  that  once  powered 
i  intercontinental  missiles.  "Hush 
to  quiet  its  1960s  and  1970s 
>s  are  another  good  business. 
■  Rolls,  the  key  to  success  is 
rice.  Some  analysts  say  Rolls's 

that  it  will  make  a  profit  on 
lingapore  777  order  may  rely 
ejected  cost  savings  of  40%  over 
ixt  four  years.  Like  GE  and  Pratt, 

is  stepping  up  efforts  to  win 
tational  military  orders — which 
s  that  profitable  niche  is  com- 


INCOME  STOCKS 
FOR  LOWER  RISK 


Average  Annual  Total  Returns 

as  of  12/31/95** 

■  Equity  Income  Fund 

□  Lippei  Equity  Income  Funds  Average 


fi5.o%  lb.r'/o 
ni 


1  year         5  years        10  years 


T.  Rowe  Price  Equity  Income  Fund,  one  of  our  most  con 
servative  stock  funds,  seeks  substantial  income  and  capital 
growth  with  less  risk.  The  fund  invests  in  dividend-paying 
stocks  of  established  companies.  This  dividend  emphasis 
offers  investors  three  impor- 
tant advantages:  reduced 
volatility,  a  relatively  steady 
source  of  investment  returns, 
and  enhanced  total  return 
through  the  reinvesting  and 
compounding  of  dividends. 

A  strategy  that  has  outper- 
formed Lipper  and  earned 
5  stars  from  Morningstar. 

The  fund  has  consistently  out- 
performed its  Lipper  Category 
Average.*  And,  the  fund  was  awarded  a  five-star  (*****) 
rating  for  its  overall  risk-adjusted  performance  by  Morningstar 
It  was  rated  among  1,441;  959;  and  513  equity  funds  for  the  3-, 
5-,  and  10-year  periods  ended  2/29/96,  respectively.  " 

If  you  want  the  return  potential  of  stocks,  but  would 
like  to  reduce  your  exposure  to  the  ups  and  downs  of  the 
market,  this  fund  may  be  an  appropriate  addition  to  your 
portfolio.  As  with  any  stock  fund,  there  will  be  price  fluc- 
tuation. $2,500  minimum  ($1,000  for  IRAs).  100%  no  load. 


Call  24  hours  for  a 
free  report  and  prospectus 

1-800-541-7882 


Invest  With  Confidence 

T.RoweRice 


*  Source:  Lipper  Analytical  Services,  Inc.  "Figures  include  changes  in  principal  value,  reinvested  dividends,  and 
capital  gain  distributions.  Total  returns  represent  past  performance.  Investment  return  and  principal  value  will  vary  and 
shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  +Morningstar  proprietary  ratings  reflect 
historical  risk-adjusted  performance  as  of  2/29/96.  These  ratings  may  change  monthly  Ratings  arc  calculated  from  the 
fund's  3-,  5-,  and  10-year  average  annual  total  returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee 
adjustments  and  a  risk  factor  that  reflects  hind  performance  below  90-day  Treasury  bill  returns.  The  hind's  3-,  5-,  and 
10-year  ratings  are  5  suirs.  Ten  percent  of  funds  receive  5  stars.  Past  performance  cannot  guarantee  future  results.  Request 
a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses  Read  it 
carefully  before  vou  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  EIF029997 


LARGEST  INTERNATIONAL  NO-LOAD  MANAGER1 


Diversify  Overseas 

T.  Rowc  Price  International  Stock  Fund.  Adding  foreign  stocks  could  help 
increase  your  long-term  returns  by  providing  exposure  to  potentially  stronger- 
performing  foreign  markets.  And  it  could  help  reduce  your  domestic  portfolios 
overall  volatility,  because  foreign  economies  tend  to  follow  different  cycles  than 
the  U.S.  economy. 

Our  International  Stock  Fund — one  of  the  oldest  and  largest  international 
mutual  funds — has  proven  itself  in  up  and  down  markets  and  in  times  of  a 
weak  and  strong  U.S.  dollar.  In  lact,  it  was  elected  to  the  highly  selective 
Forbes  Honor  Roll  for  the  sixth  consecutive  year* — the  only  international 
fund  that  can  claim  this  distinction 

International  investing  has  special  risks,  including  currency  fluctuations.  As 
with  any  stock  fund,  there  will  be  pnee  fluctuation.  $2,500  minimum  ($  1 ,000 
forlRAs).  100%  no  load 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-8366 


Invest  With  Confident 

T.RoweRice 


cm 


'Strategic  Insight  Simfund.  *As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/28/95.  The  fund's 
performance  from  3/31/84  through  6/30/95  was  considered.  Honorees  are  chosen  annually;  current 
roster  includes  >()  hinds.  Candidates  must  be  open  to  new  investors  and  have  hail  the  same  management  for  at  least 
5  years  Sector  hinds  are  excluded.  Request  a  prospectus  with  more  complete  information,  including  management 
fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor.  isrowsw 


What  Single  factor  can 
make  you  


in  your 
market? 

IT'S  WHAT  IBM  AND  PEPSI 
didn't  have.  It's  the  mistake  in 
Coors  water  and  Bic  pantyhose. 
In  industry  after  industry,  it's 
what  makes  certain  companies 
the  bic;  winners.  To  really  own 
a  category,  you  need  to  focus — 
narrowly — on  your  core  product: 
from  airlines  to  video  stores, 
fit  mi  fast  food  to  software, 
Al  Ries  uses  dozens  of  hard- 
hitting examples  that  show  you 
how  to  escape  the  trap  of  line 
extensions  and  pointless  growth. 
Focus  is  "A  very  important  book." 

—  Philip  Kotlcr, 

Professor  of  International  Marketing, 

J.L.  Kellogg  Graduate  School  of  Management 


THE  FUTURE  OF 
YOUR  COMPANY 
DEPENDS  ON  IT 

AL  RIES 

co  -  author  of  The  22  Immutable  Laws  of  Marketing 


HarperBusiness 

A  Division  of  HarpcrCollinsAW'/W'm 
Available  on  cassette  from  H.irperAudic 


CSAS  software  is  a  driving  force 
n  understanding  business  data. 
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ien  you're  the  largest  independent 
piler  of  gasoline  in  the  U.S.,  with 
;r  2500  stores  and  annual  sales 
ping  $3.5  billion,  one  small  change 
fuel  prices  can  have  a  big  impact 
the  bottom  line.  That's  why 
cle  K  Corporations  Petroleum 
)ducts  and  Services  Division 
ns  to  the  SAS  System. 

|  analytical  capabilities,  ease 
use,  and  ability  to  handle  large 
ounts  of  data  put  it  above  and 
^ond  other  software,"  says  Mary 
les,  Petroleum  Systems  Analyst 
the  division. 

tting  Circle  K's  Information 
?eds  to  the  Letter 

•cle  K's  business  analysts  say 
S  software  has  meant  tremendous 
le  savings  in  day-to-day  business 
ks.  According  to  Dianne  Hurley, 
rector  of  Petroleum  Pricing  and 
dering  for  the  division,  "SAS  soft- 
re  lets  us  forge  forward  with  our 
ta,  enabling  us  to  create  pricing 
•dels,  volume  predictors,  and 
dgets  in  record  time.  This,  in 
n,  lets  us  make  decisions  much 
>re  quickly." 

ita  regarding  gasoline  pricing 
gathered  into  GMARD  —  short 
'  Gasoline  Marketing  Analysis 
Rational  Database — a  system  built 
th  SAS  software.  From  there,  the 
ta  is  transformed  into  meaningful 
siness  information  for  executives 
oughout  the  Petroleum  Products 
d  Services  Division.  Niles  says. 


Dianne  Hurley  anil  Mary  Niles  of  the  Circle  K  Corporation. 


"The  software  lets  us  easily  add  other 
applications  and  functionality."  Now 
in  development  is  a  SAS-based  KIS 
for  non-technical  executives.  "It's  a 
big  goal  of  ours  to  provide  executive 
information  systems  that  allow  people 
at  the  top  to  quickly  and  easily  view 
data  and  make  good  business  decisions. 
To  them,  a  picture  is  worth  a  thousand 
words,"  adds  Hurley. 

Call  Noiv  For  Your  Free 
Executive  Summary 

The  Executive  Summary  will  tell 
you  more  about  the  SAS  System 
and  its  strategic  advantages  for 
your  company. 


Just  give  SAS  Institute  a  call 
at  919.677.8200  or  send  us 
E-mail  at  hw@sas.sas.eom 


SAS- System 


M 


S  \S  Institute  Inc. 
Phone  919-677-8200 
Fax  919-677-4444 
I  RL:  http://www.sas.com/ 


SAS  a  rrpMt'n-d  Ij.ulrinurk  <il  S\S  Institute  In<  . 
Copyright  ©  19%  bj  SAS  Institute  Inc. 
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STAN  GAULT'S 
DESIGNATED  DRIVER 

New  Goodyear  CEO  Samir  Gibara  has  a  tough  act  to  follow 


Anyone  wondering  if  Samir  F. 
Gibara  can  pilot  Goodyear  Tire  & 
Rubber  Co.  through  a  hellishly 
competitive  industry  might  con- 
template Gibara's  record  in  leading 
Goodyear  Europe  during  the  stormy  ear- 
ly 1990s.  When  he  arrived,  General  Mo- 
tors Corp.'s  purchasing  czar,  J.  Ignacio 
Lopez  de  Arriortua,  was  demanding  price 
cuts  from  suppliers,  and  powerhouse 
Groupe  Michelin  had  already  slashed  its 
prices.  But  Gibara  told  Lopez  he  would 
not  supply  tires  at  such  low 
prices — though  it  meant  turn- 
ing away  some  $40  million  in 
business.  He  successfully 
made  up  the  loss  with  higher- 
margin  replacement  sales. 
It  would  be  easy  to  under- 


short  time,  he  controls  the  situation." 

Gibara,  who  became  Goodyear's  ceo 
on  Jan.  1,  now  faces  his  toughest  brawl 
yet.  His  ambition,  he  recently  pro- 
claimed, is  to  return  Goodyear  by  2000 
to  "its  rightful  position  as  the  undisput- 
ed world  leader"  of  its  industry,  where 
it  ranks  behind  Michelin  and  Japan's 
Bridgestone  Corp.  And  he  must  start  by 
proving  that  Goodyear  can  prosper 
without  Stanley  C.  Gault,  who  retires 
as  chairman  on  June  30. 


SAM  GIBARA'S  INTERNATIONAL  CLIMB 


APR.  23, 1939  Born  in  Cairo 
1964  Joined  Goodyear  France 
1970  Moved  to  Brussels  for  Goodyear  Europe 


Sardas,  a  former  top  Good-    1976  Named  CEO  of  Goodyear  France 

year  executive,  likens  him  to     ^""".T~  "V^^-V"^V~'J 

^prepossessing  guy  in  ^rped  9EO  pf  Goodyear  Canada   year  for  a  marketmg  pc 

1990  Became  vice-president  in  charge  of  Goodyear  Europe 


GIBARA:  Can  he  make 
Goodyear  "the  undisps 
world  leader"? 

Gault,  who  had  reth 
Rubbermaid  Inc.'s  ceo 
the  reins  in  1991, 
Goodyear  was  staggerir 
der  $3.7  billion  in  deb 
cleaned  up  the  balance 
recharged  marketing,  ai 
livered  19  consecutive 
ters  of  profit  gains 
pushing  aggressively  into 
na,  India,  and  Poland, 
year,  Goodyear  withst 
16%  jump  in  raw-mat 
costs  to  post  a  7%  profil 
to  $611  million,  on  S3, 
$132  billion,  up  7%.  The 
shot  up  35%.  Gault,  not 
rector  William  C.  Ti 
"leaves  some  very  big  shoes  to  fill 
The  key  credential  Gibara  brir 
the  challenge  is  his  experience  al 
Goodyear  is  pinning  most  of  its 
for  growth  on  its  foreign  business, 
already  contributes  45%  of  sale: 
56%  of  profits. 

Born  in  Cairo  in  1939  to  we 
Lebanese  parents,  Gibara,  who  ha 
sisters,  grew  up  in  a  cosmopolita 
lieu.  He  spoke  French  at  home  bu 
learned  English,  Arabic,  and  some 
ian  and  Greek.  His  father  died 
he  was  eight,  and  as  a  teenager,  1 
gan  helping  with  the  family  cotton- 
ing business.  "I  had  a  very  strong 
of  responsibility  when  I  was 
young,"  he  says.  In  the  late  1950s, 
of  the  Gibaras'  land  was  nationa 
and  the  family  later  moved  to  Frs 
SLIGHT  DETOUR.  After  getting  a  d 
from  Cairo  University  in  1960,  G 
earned  a  Master's  from  Harvard 
ness  school.  He  joined  Goodyear  F 
right  after  graduation,  working  in  fi 
and  sales-related  posts  until  1970, 
he  went  to  Goodyear  Europe  in  Bn 
In  his  next  post,  Moroc* 
turned  a  profit  in  four  } 
well  ahead  of  expecta' 
Returning  to  Gooc 
France  as  CEO  in  197 
took  on  mighty  Michelin 
an  ad  campaign,  feati 
Formula  1  driver  Alain  1 
that  significantly  boosted 
ket  share. 

In  1981,  Gibara  quit  ( 


the  Western  who  strolls  into 
a  bar  and  makes  quick  work 
of  the  bullies.  "Sam  walks  in 
with  a  very  low  profile," 
says  Sardas,  "and  in  a  very 


International  Harvestei 
But  Harvester  was  in  \ 
1992  Moved  to  U.S.  as  a  corporate  vice-president  shape  than  he  had  realii 

1996  Became  CEO  he  moved  too  hastilj 

says — and  after  two  yeai 
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he  aroma  of  roast  duck 
istracts  you  from  your  report, 
steaming  towel  wipes  the 
tress  away.  You  sit  back  and 
s  the  Chardonnay  you  were 
ist  thinking  about  appears, 
ou  decide... 


Lufthans 


could  get  used  to  this. 


i  or  redeem  miles  in  either  Lufthansa  Miles  &  More™  or  United  Mileage  Plus®  when  you  fly  on  Lufthansa  flights  or  flights  operated  by  our 
partner,  United  Airlines. 


A  STRONG  APPROACH  TO 

VALUE 


The  Strong  Schafer  Value  Fund 

David  Schafer,  Portfolio  Manager 
Over  25  years  experience 

Was  H  you're  looking  for  a  conservative 
r  way  to  invest  in  stocks,  consider  the 
Strong  Schafer  Value  Fund.  The  Fund's  impressive  track 
record  is  the  result  of  a  well-defined,  highly  disciplined 
process  used  by  David  Schafer,  one  of  America's  most 
respected  "value-style"  investment  managers. 

To  learn  more  about  the  no-load  Strong  Schafer  Value 
Fund  and  Mr.  Schafcr's  investment  process,  call  24  hours 
a  day,  7  days  a  week  for  a  free  prospectus  kit. 

Past  performance  does  not  represent  future  results.  Investment  returns  and  pnmipal  value  vary,  and  you  may  liave 
a  gain  or  loss  when  you  sell  sliares  For  a  free  prospectus  with  more  complete  information,  including  management 
fees  and  expenses,  col  Strong  Funds  Distributors,  Inc.  Read  it  care  fully  before  you  invest  or  send  money.  2307B96M 


Average  Annual 
Total  Returns 

through  12-31-95 

34.15% 

1-year 

21.65% 

5-year 

14.95% 

10-year 

Performance  is  liistorical. 


STRONG 


Strong  Funds 

1-800-368-2270 


http://www.strong-funds.com 


Plant  Trees  for  America 


'CCS  cm  be  iTKohpofadeJ 


tTRCZT  Trees  ftiadl-fkt 
dmaeit  anHiftfaxiC 
■tie  MMt  m-jAbarJozt 


10  Free  Trees 

Ten  Colorado  blue  spruces, 
or  other  conifers  selected 
to  grow  in  your  area,  will  be 
given  to  each  person  who 
joins  The  National  Arbor  Day 
Foundation. 

Your  trees  will  be  shipped 
postpaid  at  the  right  time  for 
planting  in  your  area,  February 
through  May  in  the  spring  or 
October  through  mid  Decem- 
ber in  the  fall.  The  six  to 
twelve  inch  trees  are  guaran- 
teed to  grow,  or  they  will  be 
replaced  free. 

To  become  a  member 
and  to  receive  your  free 
trees,  send  a  $10  member- 
ship contribution  to  Ten 
Blue  Spruces,  National 
Arbor  Day  Foundation,  100 
Arbor  Avenue,  Nebraska 
City,  NE  68410. 

Join  today,  and  plant 
your  Trees  for  America! 


The  National 

Arbor  Day  Foundation 
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returned  to  the  helm  of  Goo 
France.  In  1989,  he  became  c 
Goodyear  Canada  and  a  year  latei 
president  in  charge  of  Goodyear  E 

In  1992,  Gault  brought  Giba 
Akron  to  write  a  new  strategic 
then  made  him  acting  cfo  and  late: 
of  the  North  American  Tire  unit.  1 
months  of  joining  Goodyear,  Gault 
he  saw  that  Gibara  was  "a  top- 
candidate"  for  bigger  jobs.  In  r 
mending  Gibara  to  Goodyear's  bo; 
ceo,  Gault  cited  some  17  strong  p 

Gibara  is  so  intensely  private  tl 
is  discomfited  by  personal  ques 
"I'm  not  that  famous,"  he  protest 
is  devoted  to  his  wife,  Salma,  at 
sisters.  In  recent  years,  he  has 
taken  a  week  off  to  be  with  his 
owed  sister,  Mona,  while  her  te 
son  had  major  surgery. 

At  work,  he's  known  for  plat 
Preparing  an  outdoor  press  ever 
spring,  he  made  provisions  for  rail 
or  snow.  (It  snowed.)  He  deman< 
same  kind  of  anticipation  in  all  cor 
undertakings.  Says  Sylvain  G.  V; 
head  of  Goodyear  Europe:  "He  d 
want  you  to  do  one  step  before  kn 
the  second  or  the  third."  But  h 
micromanager.  "I  believe  in  deleg 
in  trusting  people,"  he  says. 

As  head  of  North  American 
Gibara  had  to  scramble  to  ease  te 
with  dealers  upset  by  Goodyear's 
sion  to  sell  its  brand  through  oth 
tailers.  Now,  he  must  improve  ] 
in  North  America,  where  margii 
under  pressure.  Already,  he  has  c 
idated  some  operations  with  subs 
Kelly-Springfield  Tire  Co. 
NEW  IMAGE  NEEDED.  Like  Gault,  ( 
will  pump  out  new  products.  He'll 
ably  step  up  acquisitions.  Most 
he'll  expand  Goodyear's  global  pre 
taking  advantage  of  low-cost  prod 
facilities  from  Poland  to  Indone; 
serve  established  markets,  and  inv 
more  in  Asia  and  Latin  America. 

Will  all  this  win  back  the  top 
for  Goodyear?  Gibara  stresses  tr. 
won't  expand  simply  "for  the  sa 
size."  And  Michelin  and  Bridge 
have  similar  plans  for  growth. 

Moreover,  Gibara  must  create  ; 
image  for  Goodyear,  which  is  n 
synonymous  with  Gault.  The  onhj 
to  deal  with  that  task,  he  says,  "is 
yourself.  If  I'm  going  to  [try  to]  1 
other  Stan  Gault,  I'll  fail."  It  woi 
long  before  he  is  out  from  unde 
legendary  ceo's  shadow:  Gault  i 
only  retiring  as  chairman  but  also 
ing  the  board.  Then,  the  well-tra 
Gibara  can  show  if  those  big  shoe 
By  Zachary  Schiller  in  J 
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Helen  Keller's  Vision  at  Work 


A  young  adult  like  Bradley  Cupit,  who  is  deaf-blind,  brings  more  than  just 
good  work  to  the  business  that  hires  him.  His  presence  promotes  better  understanding, 
cooperation,  and  good  will  among  all  employees.  Corporations  such  as  Avis  have  discovered 
this  while  working  with  the  Helen  Keller  National  Center  for  Deaf-Blind  Youths  and  Adults. 
Find  out  how  even  a  small  company  can  help  contribute  to  a  world  of  better  understanding. 
Call  our  placement  specialists  at  1-800-255-0411. 

Now  we  can  all  Share  Helen  Keller's  Vision 

Helen  Keller  National  Center 

for  Deaf-Blind  Youths  and  Adults* 

Headquarters:  1 1 1  Middle  Neck  Road,  Sands  Point  NY  1 1050  Regional  Offices:  TTY/Voice  Atlanta  404-766-9625; 
Chicago  312-726-2090;  Denver  303-373-1204;  New  York  (Sands  Point)  516-944-8900;  Los  Angeles  818-782-9935; 
Boston  617-350-8702;  Dallas  214-490-9677;  Kansas  City,  KS  913-677-4562;  Philadelphia  215-237-1575;  Seattle  206-324-9120 
'Operated  by  Helen  Keller  Services  for  the  Blind  Agency:  GTFH,  1 14  Fifth  Avenue,  New  York  NY  1001 1 


In  countries  where 
people  can't  expect 
to  see  forty, 

AT  LEAST  THEY 
CAN  EXPECT  TO  SEE. 


In  today's  enlightened  world,  it 
may  come  as  a  surprise  that  between 
41  and  52  million  people  are  blind 
or  visually  impaired.  As  many  as 
00%  live  in  developing  third-world 
countries.  And  approximately  80% 
of  that  blindness  is  preventable. 

Surgical  Eye  Expeditions  (S.E.E.) 
puts  together  teams  of  trained 
ophthalmologists  and  assistants 


who  lly  around  the  world  to  perform 
free,  sight-restoring  surgery.  As 
many  as  100  people  can  see  again 
during  a  typical  two-day  expedition. 

But  not  without  you. 

While  S.E.E.  ophthalmologists  pay 
all  their  travel  expenses,  your 
donations  pay  for  critical  surgical 
supplies. 

With  your  help,  there  is  hope  in  sight. 


S.   E.   E .    I  n  ternational 


Call  1-800-20-TO-SEE  for  more  information. 


e  1996  BusinessWeek 


residents 


siness  Week  Presidents  Forum  Keynote  Speakers:  Left 
;neral  Colin  L.  Powell,  former  Chairman,  U.S.  Joint 


Sixth  Annual  Business 
k  Presidents  Forum  was  an 

rant  celebration  of  success.  The 
ns  of  America's  largest  enterprises 
ted  all  the  joy  and  confidence  their 
performance  has  earned  them, 
t  the  forum  also  revealed  leadership 
rn  about  America's  future.  One 
red  years  ago  the  Industrial  Revolu- 
rought  spectacular  economic  growth 
is  socialism  and  militant  unions. 
a  '96  discussed  what  companies  can 
ensure  that  the  current  economic 
brmation  is  a  positive  and  unifying 
ience  for  all  Americans. 


Forum 


"Four-out-of-ten  Americans  think  big  corporate 
mergers  are  bad,"  Frank  M.  Newport,  editor- 
in-chief  of  The  Gallup  Poll  reported  as  he  opened 
the  '96  Forum.  "Only  15  percent  think  they're 
good.  That  leaves  46  percent  who  are  probably 
ready  to  go  either  way  depending  on  how  well 
you  do  your  job  communicating." 

"As  business  leaders,  our  collective  response 
to  this  challenge  will  undoubtedly  define  our 
country's  future  competitiveness,"  says  W.James 
McNerney,  Jr.,  president  and  CEO  of  GE  Lighting. 
"In  spite  of  America's  well-documented  ills,  change 
and  adaptation  are  what  this  country  does  best. 
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The  relative  flexibility  of  our  social,  economic,  and 
financial  structures  allows  resources,  both  capital 
and  human,  to  flow  in  and  out  of  opportunities 
very  quickly.  This  opportunity-driven  culture  does 
differentiate  us.  and  is  a  tremendous  advantage 
for  this  country. 

"At  the  business  level  we  must  each  do  our  part 
to  increase  the  number  of  men  and  women  whose 
potential  to  contribute  will  be  realized  instead  of 
wasted."  says  McXerney.  "We  should  empower 
ever\-one  to  contribute.  Empowerment  engenders 
self-confidence,  which  is  key  to  maintaining 
America's  ability  to  adapt  faster  than  anyone  else." 

"America  is  the  most  fluid  society  that  we  know 
about."  agreed  Bernard  Schwartz,  chairman  and 
CEO  of  Loral  Corporation.  "Our  national  slogan 
should  be:  'We  change  without  revolution.'  But  that 
does  not  mean  that  American  change  is  without 
pain.  All  CE(  K  might  to  be  concerned  about 
whether  the  current  disillusionment,  particularly 
among  American  youth,  will  lead  to  disaffection. 
If  it  does,  the  next  generation  may  be  unable  to  use 
change  in  the  American  way.  as  an  opportunity. 
One  of  our  roles  as  business  leaders  should  be 
making  sure  the  positive  elements  of  change  are 
brought  to  the  public  mind." 


Ignoring  America's  Most  Valuable  Resource 


Vice  Dean  Robert  E.  Mittelstaedt,  Jr. , 

director  of  Wharton  Executive  Education,  chose 
the  Business  Week  Presidents  Forum  to  report 
a  disquieting  trend. 

"When  every  company  you  compete  with  has 
quality,  customer-focus,  empowerment,  and  the 
'right  size,'  these  factors  turn  into  managerial 
commodities.  Raw  knowledge  becomes  the  sole 
competitive  differentiator 


"Most  American 
companies 
never  use  the 
knowledge  avail- 
able to  them." 


"Knowledge  is  a  critically  important  corporate 
resource.  Companies  compete  on  the  knowledge 
they  command.  It  is  up  to  the  company  leader  to 
make  knowledge  acquisition  a  cultural  characteris- 
tic of  the  company.  Regrettably,  too  few  American 
CEOs  are  doing  this.  Foreign  competitors  are 
much  more  deeply  committed  to  knowledge 
development.  In  Wharton's  five-week  Advanced 
Management  Program,  70  percent  of  our  partici- 
pants are  foreign.  Most  American  companies  never  use  the  knowledge 
available  to  them.  They  ignore  one  of  their  country's  most  universally 
admired  resources  —  and  they  are  doing  so  at  their  competitive  peril." 


Robert  E. 
Mittelstaedt,  Jr. 

vice-dean. The  Wharton 
School  and  director 
Wharton  Executive 
Education 


Needed:  A  Sense  of 
Personal  Responsibility 

"People  who  work  at  The  Home  Depot."  sait 
co-founder  and  chairman  Bernard  Marcus.  " 
they  are  shareholders  not  only  in  our  store  bi 
in  themselves.  They  know  they  can  elevate  th 
selves  through  hard  work.  They  know  this  be 
we  communicate  this  philosophy  to  our  peop 
We  also  explain  that  they  are  shareholders  in 
society,  and  we  encourage  every  employee  to 
something  back  in  personal  effort. 

"It  is  we,"  said  Marcus,  "the  business  peo] 
this  room,  the  real  capitalists  of  America,  who 
advance  a  philosophy  of  giving  and  an  under; 
ing  of  personal  responsibility.  Big  business  m 
lead  the  way.  "Capitalist"  and  'big  business"  — 
words  have  an  onerous  sound.  We  have  gottei 
very  bad  rap.  Businesses  like  The  Home  Dep 
working  to  overcome  that  bad  rap.'" 

What  Government  Can  Do 

Eloise  Anderson.  California's  iconoclastic  Di 
of  Social  Sen  ices.  called  on  the  presidents  to 
initiatives  that  excuse  people  from  seeing  to  tl 
own  needs.  "Many  Americans  believe  they  an 
entitled  to  a  risk-free  life."  she  said.  "They  wa 
you  to  take  responsibility  for  their  lives.  Thev 
blow  it.  but  they  are  asking  for  a  return  to  sla 
Business  leaders  should  speak  up  about  citize 
ship,  and  the  role  of  labor,  and  what  you  requ 
in  an  employee.  Explain  that  gender  and  skin 
do  not  ajob  create.  Most  welfare  recipients  he 
no  idea  what  it  means  to  compete.  Many  have 
born  marginalized  and  convinced  themselves 
they  are  exactly  where  you  want  them  to  be  — 
welfare  is  your  plan  for  them  and  their  entitlei 
for  life.  It  is  up  to  you  to  correct  their  view." 

When  personal 
responsibility  fails  c 
pletely.  another  type 
public  sen  ant  is  call 
in  to  help.  New  Yorl 
Police  Commissiont 
William  J.  Bratton 
his  corporate  peers  1 
business  managemei 
methods  have  helpec 
cut  crime  27  percen 
"The  jack  Webb 
reactive  police  mode 
no  longer  up  to  the  ( 
lenge.  Society  was  losing  market  share  to  crime 
responding  to  Mayor  Rudolph  Giuliani's 
commitment  to  restore  safety  and  quality  of  lif 


William  J.  Batton 

Police  Commissioner 
New  York  City 


!S  r  L  U  1  A  L   AUVtK  I  IMNO    5Lb  1  1UH 


iched  the  largest  application  of  a  new 
\ative  model,  'community  policing,'  that 
s  behavior  and  actually  cuts  crime.  At  the 
j  we  have  added  a  new  ingredient  to  'corn- 
policing':  coq:>orate-style,  results-oriented 
iment  and  measurement.  We  have  invested 
nology  and  improved  intelligence,  devel- 
jmmunity  partnerships,  merged  some  police 
nd  focused  on  our  core  business  of  reduc- 
ne  and  maintaining  order.  Business  is  good 
e  shareholders  are  pleased,  and  we  are  ex- 
;  another  good  year  in  1996." 

A  Government 
That  Thinks 
Like  a  Bank 

"No  one  in  Washington 
set  out  to  create  disincen- 
tives to  savings  or  work, 
nor  to  foster  the  break-up 
of  families,  nor  to  gut  the 
hearts  of  our  cities,"  said 
Terrence  M.  McDermott 
CEO  of  The  American 
Institute  of  Architects. 
These  are  all  unintended 
consequences  of  govern- 
ment incentives,  an 
immense  problem. 

"To  end  unintended 
consequences,  the  gov- 
ernment need  only  apply 
common  investment 
banking  principles  to  all 
its  decision  making.  Begin 
ring  the  books  of 'non-performing'  prefer- 
entitlements,  guarantees,  supports,  and 
ices  that  encourage  uneconomic  behavior. 
;xt,  like  an  investment  banker,  look  for  the 
;e  points  where  small  incentives  will  yield 
Jobs,  and  taxes.  For  example,  $3  billion 
:redits  for  low-income  housing  has  reaped 
llion  in  private  investment,  90,000  jobs 
;ar,  $2.8  billion  in  wages,  $1.3  billion  in 
k  revenues,  and  more  than  850,000  new  and 
itated  housing  units.  That's  a  good  incentive, 
le  proposed  Commercial  Revitalization  Tax 
is  similar.  It  will  draw  commercial  invest- 
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No  Results,  No  Rewards. 
No  Exceptions,  No  Excuses/ 


The  message  has  made  it  to  the  top: 
70  percent1  of  company  leaders  at  the  1 996 
Business  Week  Presidents  Forum  report  that 
reengineermg  has  become  permanent  at  their 
firms. Their  corporate  rejiggering  never  ends 
because  it  is  never  done. 

"The  rapid,  global  change  we  are  all  experi- 
encing," said  Philip  R.Thomas,  founder; 
chairman,  and  CEO  of  Thomas  Group,  Inc., 
"is  the  cause  of  endless  management  and 
leadership  dilemmas.  Strategic  dilemmas; 
organizational,  labor  and  process  dilemmas; 
customer  dilemmas;  financial  dilemmas.They 
arrive  on  desks  across  your  organization  one 
at  a  time,  completely  fragmented.  Every  person 
sees  each  dilemma  differently  and  proposes  a 
different  solution.Then  they  compromise  on 
imperfect  solutions  that  cause  new  dilemmas. 

"As  leader,  only  you  can  change  this.  Demand 
that  every  solution  meet  the  test  of  direct 
impact  on  top  and  bottom  line  results,  and 
cause  no  new  dilemmas  along  the  way.  It  is  the 
fundamental  task  of  every  president  to  lead  his 
organization  to  a  single,  holistic  vision  that  links 
every  dilemma  to  its  root  cause,  and  devises 
solutions  that  work  in  terms  of  real  results. 

"Achieve  this  clarity  of  view  and  purpose  and 
you  will  find  that  the  benefits  are  enormous. 
When  you  can  see  all  processes,  all  interac- 
tions, all  the  potential  leverage,  your  decision 
processes  are  greatly  simplified.  Problem  reso- 
lution is  accelerated  by  years,  in  many  cases. 
When  all  change  is  linked  to  clear,  measurable 
results,  it  also  becomes  easy  to  explain  why 
you're  doing  what  you're  doing  as  the  leader." 

*  ©  /  996,  Thomas  Group.  Inc.,  Irving,  TX 

'  Wireless  audience  response  system  provided  by  Meridia 
Interactive  Information  Services.  Jenkintown,  PA 
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"Every  change 
must  meet 
the  test  of 
direct  impact 
on  results." 

Philip  R.Thomas 

founder  chairman, 
and  CEO, 

Thomas  Group,  Inc. 


ment  into  distressed  areas.  Businesses  everywhere 
should  be  fighting  for  such  win-win  incentives. 
Sensible  government  investments  like  the  Low 
Income  Housing  and  Commercial  Revitalization 
Tax  Credits  could  be  opening  volleys  in  a  revolu- 
tion that  changes  the  way  our  government  thinks 
and  works." 
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Soup  Company 


Robert  D.  Kennedy 

former  chairman  and 
CEO,  Union  Carbide 
Corporation 


When  The  Going  Gets  Tough... 


"Navistar  may  be  the  world  restructuring  champion.  We  got  a  new  name  (we  used  to  be  Internatiot 
Harvester),  left  markets  we  used  to  lead,  and  laid  off  90,000  people.  But  restructuring  is  only  surviv 
Success  demands  renewal.  Renewal  is  about  people,  and  our  people  had  lost  confidence.  How  do  yc 
make  people  believers  again,  make  them  feel  like  winners,  when  they  don't  have  any  successes  to 
point  to?  And  how  do  you  create  successes  when  your  people  don't  feel  like  winners? 

John  R.  Home,  president  and  CEO  of  Navistar  International  Corporation,  whose  leadership  of  corpor; 
renewal  took  Navistar's  market  value  up  145  percent  and  returned  the  company  to  No.  I  in  its  markets. 

"When  change  sent  American  businesses  scrambling  for  ways  to  inspire  creativity  and  excellence,  w( 
discovered  that  the  democratic  principles  we  cherish  as  a  nation  —  liberty,  fraternity,  equality  —  an 
also  vital  for  competitiveness.  What  is  empowerment  but  an  expression  of  liberty?  What  is  teamwor 
but  an  expression  of  fraternity?  What  is  diversity  but  an  expression  of  equality?  What  a  change  frorr 
the  business  dictatorships  of  our  past,  hiring  people  who  all  looked  and  thought  alike." 

Marvin  Runyon,  Postmaster  General  and  CEO,  U.S.  Postal  Service.  Close  to  $3  billion  in  1995  profits 
and  a  vastly  improved  public  image  give  credence  to  the  democratic  changes  CEO  Runyon  has  brought  t< 
the  U.S.  Postal  Service. 

"Everything  boils  down  to  the  art  of  winning.  I  want  to  be  continuously  in  the  top  quartile  of  our 
industry  in  quarterly  results,  and  at  the  same  time  make  the  future-oriented  strategic  investments  tt 
take  five  years  to  bring  returns.The  conventional  wisdom  says  you  can't  win  at  both.  But  I  maintain 
we  can.  We  must." 

David  W.  Johnson,  chairman,  president,  and  CEO  of  Campbell  Soup  Company:  earnings  up  18  percent 
per  year  and  market  value  more  than  doubled  on  Johnson's  watch. 

"At  the  end  of  the  day,  the  hold  you  have  on  your  best  people  is  whether  your  vision  is,  in  their  eyes 
worthy  of  their  commitment  and  whether  you  have  credibility." 

Robert  D.  Kennedy,  in  his  first  speech  after  stepping  down  from  a  blazingly  successful  nine  years  as 
chairman  and  CEO  of  Union  Carbide  Corporation.  Kennedy's  restructuring  saw  revenues  fall  from  $9  bill 
to  $4.5  billion,  but  under  his  leadership  net  income  rose  650  percent. 


In  The  Pentagon, 
As  In  Industry... 

As  a  measure  of  the  exhilarating  global  transfor- 
mation that  enlivened  the  Forum,  U.S.  Secretary 
nl  I  )efense  Dr.  William  J.  Perry  shared  his  'top 
10  list'  of  "things  I  never  imagined  a  Secretary  of 
Defense  would  do."  Perry's  list  included  Russian 
and  Warsaw  Pact  troops  training  with  Americans 
on  U.S.  soil,  a  Russian  brigade  joining  Americans 
on  a  peacekeeping  mission,  and  the  Bosnia  peace 
talks  in  Dayton,  Ohio. 

But  Perry's  list  of  transformative  changes  in- 
cluded many  management  issues  every  company 
president  would  know: 

"I  never  imagined  that  I  would  actually  dis- 
mantle the  system  of  military  specs,  but  that  whole 
system  has  been  turned  on  its  head.  A  few  years 
ago  if  a  defense  program  manager  wanted  to  use  a 


commercial  or  industrial  specification,  he'd  hi 
to  get  a  waiver.  Today  he  has  to  get  the  waiver 
use  a  MilSpec." 

And:  "I  never  imagined  that  as  Secretary  o 
Defense  I  would  be  worrying  about  day  care, 
it's  turned  out  to  be  a  critical  part  of  quality  o: 
for  our  military  forces,  and  quality  of  life  is  kc 
to  maintaining  readiness.  We  invest  an  enormt 
amount  in  training.  The  key  to  retaining  our  n 
tary  personnel  is  maintaining  a  reasonable  anc 
adequate  quality  of  life. 

"These  are  all  dramatic  changes,"  said  Pen 
"definitely  for  the  better." 
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A  FLAT  TAX  MIGHT  MAKE  APR.  15  TRICKIER 


Form  1  ARMEY 

piSenThome 
City,  Town  or 


;  springtime,  and  you're  strug- 
ing  with  that  pesky  Form  1040 
id  its  alphabet  soup  of  schedules, 
g  about  now,  the  flat  tax 
lised  by  GOP  tax  reformers  sure 
ds  inviting.  Fill  out  10  lines  on  a 
jard,  pay  one  rate — say,  17% — 
you're  out  the  door  and  into  the 
hine.  Sounds  heavenly,  right? 
ot  so  fast.  Behind  that  celestial 
n  is  one  of  the  perverse  rules 
xation:  A  simple 
:  doesn't  mean  a 
le  tax.  As  eham- 
3d  by  House  Ma- 
y  Leader  Richard 
xmey  (R-Tex.) 
former  Presiden- 
;ontender  Steve 
>es,  the  flat  tax 
id  retain  some  of 
trickiest  features  of 
ent  law.  It  would 
new  wrinkles  of  its 
,  And  rather  than 
;he  Internal  Rev- 
■  Service  off  Ameri- 
'  backs,  a  flat  tax's 
ng  loopholes  would 
>  irs  auditors  busier 
ever. 

ven  without  Forbes 
dng  it,  tax  reform  remains  very 
h  alive,  gop  nominee-in-waiting 
Dole  pledges  to  support  a  "fair- 
atter,  simpler  tax"  if  elected, 
flat  tax  would  mean  big  changes: 
ould  wipe  out  itemized  deduc- 
s;  exempt  individuals'  interest, 
lends,  and  capital  gains  from  tax- 
aid  let  businesses  write  off  new 
pment  immediately. 
US  DEPENDENTS.  But  that's  no 
fort  for  millions  of  taxpayers 
moxed  by  the  first  two  questions 
heir  1040s:  What's  your  filing  sta- 
and  who  are  your  dependents? 
3e  two  lines  take  up  6V>  pages  in 
1040A  instructions.  "That's 
re  people  get  stuck,"  says  h&r 
:k  Inc.  researcher  Susan  Van  Al- 
ie.  "The  law  is  simple — it's  mar- 
e  and  family  life  in  America 
's  complicated." 

rmey's  plan  invites  abuse.  The 
tax  doubles  the  exemption  for 
i  dependent,  but  the  postcard 
m't  leave  space  to  list  depen- 


dents. Seven  million  bogus  depen- 
dents— dogs,  cats,  imaginary  friends, 
etc. — vanished  when  the  irs  began 
requiring  names  and  Social  Security 
numbers  in  1988.  To  prevent  their  re- 
turn, the  postcard  must  expand. 

The  self-employed  would  face  more 
paperwork.  Now,  a  small-business 
owner  reports  profits  on  his  personal 
tax  return.  To 
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Salary  and  Pensions 

b.  $H,350  for  s,nf  headof  Household 

c.  $14,850  for  *n^t  including  spouse 


Number*  dependents  "^nc  (line 
personal  allowances  for  de ^  4) 


!mumpUedbV$5300) 
otherwise  zero) 


6  Taxable  wages 

7  Tax  117%  of  Hne  6) 

8.  Tax  already  paid  .  •  •  •  ■  -g  itWe)  .  ■  ■ 
10. 


Refund  due  (line  8  less  line, 


SOURCE: 


IRS  auditors,  far  from 
being  off  America's 
back,  would  be 
busier  than  ever 


claim  the  flat  tax's  personal  exemp- 
tions, he  would  have  to  pay  himself  a 
salary,  file  quarterly  and  annual  wage 
reports,  and  fill  out  two  tax  returns. 

The  business  tax  retains  some  com- 
plex rules,  too.  Under  the  flat-tax 
proposal,  foreign  income  is  tax-free. 
But  firms  would  continue  to  battle 
the  irs  over  transfer  prices,  which 
determine  how  much  of  their  income 
is  earned  abroad. 

But  the  biggest  snafus  would  arise 
in  areas  where  the  flat  tax  creates 
new  loopholes.  Under  Armey's  plan, 
interest  income  isn't  taxed.  So  an  ap- 
pliance store  might  offer  an  $800  re- 


frigerator for  $100 — provided  you 
take  24-month,  400%  financing.  You'll 
still  pay  $800— but  the  dealer  will 
pay  tax  on  only  $100. 
NIGHTMARE.  Also  look  for  claims  for 
company  cars  and  home  offices  to 
soar.  Today,  a  business  vehicle  is  writ- 
ten off  over  five  years,  with  strict 

records  required  to  prove 
business  use.  Under  a  flat 
tax,  the  write-off  is  im- 
mediate, even  if  the  car 
is  used  only  occasionally 
for  business.  If  a  room  in 
a  10-room,  $200,000 
house  is  used  as  an  of- 
fice, the  owners  might 
take  a  $20,000  tax  de- 
duction— with  little  to 
stop  them  from  using 
the  room  as  a  den  the 
next  year.  "I've  looked 
at  the  postcard,  and  I 
can't  find  a  line  for  re- 
capturing those  de- 
ductions," says 
Deputy  Treasury 
Secretary  Lawrence 
H.  Summers. 
Flat-tax  fans  say  that  no 
one  will  waste  time  with  such  games 
when  the  rate  is  cut  to,  say,  only 
17%.  But  even  at  17(2  on  the  dollar,  a 
$25,000  car  deduction  is  worth 
$4,250 — a  tidy  savings.  And  with  so 
many  flat-tax  loopholes,  "anyone  with 
a  small  business  could  choose  not  to 
be  a  taxpayer,"  says  Los  Angeles  ac- 
countant Michael  Russo.  Of  course, 
Congress  could  keep  the  home-office 
and  company-car  rules  that  curb  such 
abuses  today.  But  that  hardly 
squares  with  gop  reformers'  sweep- 
ing promises  to  get  the  irs  out  of 
taxpayers'  lives. 

Make  no  mistake:  Today's  tax  code 
is  a  nightmare.  But  that's  no  accident. 
Taxes  are  complex  because  people's 
lives  and  the  economy  are  complex — 
and  because  Americans  will  always 
push  tax  breaks  over  the  limits.  The 
flat  tax  may  make  filing  easier,  but  it 
makes  avoidance  easier  still.  That's 
certainly  not  the  kind  of  "fairer,  sim- 
pler tax"  that  most  Americans  want. 

McNamee  follows  tax  policy  in 
Washington. 


BUSINESS  WEEK  /  APRIL  8,  1996  135 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


ONLINE  TRADING:  HOW  TO  MAKE 
MONEY  THE  NEWFANGLED  WAY 


When  Abner  Oldham 
launched  his  finan- 
cial-planning prac- 
tice in  1992  after  nearly  20 
years  as  a  broker  for  E.  F. 
Hutton  and  Dean  Witter,  he 
chose  not  to  route  stock 
trades  back  through 
his  old  firm.  Instead, 
the  Chattanooga  ad- 
viser zaps  them  via 
computer  to  one  of 
three  electronic  bro- 
kerages   that  offer 
dirt-cheap  commis- 
sions and  prompt  exe- 
cutions. "I  usually  get 
my  trade  confirmed  in 
less  than  15  seconds," 
says    Oldham,  who 
uses  PC  Financial  Net- 
work, Pacific  Broker- 
age,    and     Charles  \ 
Schwab's  StreetSmart. 
"One  thing  I  will  not 
repeat  is  going  back 
to  the  full-service  are- 
na again." 

Thanks  to  the  com- 
puting revolution,  in- 
vestors can  tap  into  a 
growing  number  of 
online  brokerage  ser- 
vices that  plug  cus- 
tomers into  the  floors 
of  the  major  stock  ex- 
changes.   With  fee 
schedules  that  begin 
as   low  as  $15  per 
trade,  these  cyberbro- 
kers  could  hold  a  cer- 
tain appeal  to  anyone 
tired  of  shelling  out 
hundreds    or  even 
thousands  of  dollars  a 
year  in  commissions. 
But  are  these  electronic  dis- 
counters as  much  a  bargain 
as  they  seem  to  be? 
LOW  COSTS.  For  the  most 
part,  the  answer  is  yes — al- 
though they're  not  for  every- 
one. Online  brokerages  are 
best  suited  for  savvy  in- 
vestors who  don't  need  hand- 


holding.  And  in  their  quest 
to  keep  overhead  low,  a 
number  of  online  operations 
offer  a  narrower  range  of 
products  than  their  full-ser- 
vice rivals  and  can  be  quick- 
er than  the  big  firms  to  nick 


you  with  hidden  fees  for 
everything  from  closing  an 
account  to  requesting  a  stock 
certificate.  There's  also  evi- 
dence that  investors  don't  al- 
ways get  as  good  a  price 
when  buying  or  selling  secu- 


rities  as  can  be  ob 
through  other  channel 

For  some,  those  n 
acceptable  trade-offs  fc 
missions  that  are  a  fi 
of  those  charged  by  ft 
vice  firms  such  as  1 
Lynch  and  are  even 
traditional  discounter 
as  Charles  Schwab.  H 
they  do  it?  The  onlir 
vices — some  of  which  1 
to  be  offered  by  S( 
Muriel  Siebert  (80C 
0711),  and  other  di 
ters — say  their  reliai 
computers  reduces 
costs  and  eliminates  m 
der-entry  mistakes, 
are  expensive  to  unt 
They  also  say  the  In 
has  slashed  their  con 
cations  costs,  allowing 
to  pass  on  the  savings 
PRECAUTIONS.  Of  th 
dozen  brokerages  tha 
online  trading,  about 
dozen  are  open  for  bi 
on  the  Internet — with 
on  the  way.  (Such  trad 
course,  requires  a  se 
Net  account,  which  ca 
an  extra  $5  to  $25  a  n 
Settlements  are  done  t' 
fashioned  way,  by  chec 

Given  public  concer 
security  breaches  o 
Net,  most  of  the  leadi 
ternet-based  broker 
eluding  E*  Trade  ar 
Aufhauser — only  provi 
cess  to  their  Web  si 
Netscape  Navigator  2 
Web  browser  that's  be 
to  have  the  most  sophi 
ed  encryption  precautic 


INVESTING 


While  commissions  are  lov 
many  online  brokers  offer  fewer  financi 
products  than  their  full-service  rivals 
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Business  Opportunities 


How  to 
properly  slice 
a  bagel. 

And  other  things  to  know 
before  opening  a  bagel  shop. 
Our  Total  Success  Program 

is  your  guarantee  for  a 
successful  bagel  business. 
Call  for  info  and  free  video: 
1  800-878-4070  Dept.  B 

Empire  E 

Bakery  Equipment  Inc 


Stock  Control  of 
Publicly-held  Corporation 

(Past  Operations  Liquidated)  with  up 
to  $500k  available  and  big  6  audits, 
seeking  merger  with  privately-held 
company  with  significant  growth 
potential.  Possible  secondary  financing. 
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INCORPORATION 


•  FREE  Information 

•  All  50  States  and  Offshore 

•  Reliable  Service  and  Low  Prices 

Corporate  Creations® 
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your  business! 

Call  for  information  about 
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scheduled  throughout  the  country. 
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Special  lata  In  Franchise  Development 

1-800-877-1103  bw 
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CUSTOM  STORAGE  SYSTEMS 
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CONSULTANTS  WANTED! 


For  the  explosive  growth  in  ISO  9000 
We  train  you  to  run  your  own  practice. 

Management  experience  required 
Executive  income,  Professional  career 
Strider  International 
1-800-891-6629 


CREATE  TIME,  HEALTH, 
&  FINANCIAL  FREEDOM 

'Proven  method  for  potential  recurring 
earnings  of  $5,000  00  to  $25,000  00 
per  month  within  12-24  months 

"This  Superfood  -  Super  Blue  Green™  Algae 
increases  energy  &  improves 
health  organically. 
Call  for  information 
1-800-643-4719 
(recorded  message) 

Independent  Distributor 
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$80  For  T\vo  Aspirin? 

Over  Pm  of  all  hospital  ami  licdili  insurance 
company  hills  contain  substantial  mistakes  Recover 
overcharges  for  patients  and  make  half  a.s  your  fee 
Clients  are  everywhere  Make  a  substantial  doctor's 
income  in  the  iH-rfect  home  hased  business  Affiliates 
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Part-time,  home-based  business 
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/ Business  Valuations  V Financial  and  Ratio  Analysis 
■/Legal  Agreements  /Business  Plans,  Forms  &  Letters 
/Loan  Proposals      /Debt/Equity  Financing  Sources 
ADflGilSBlSfSDfl  Your  #1  Source  for  Finance 

INVESTOR'S  Cement  Software 

OaJSoftware,  Inc.  1-800-286-4106 


http://www.wsdinc.com/irjvestsoft 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWnter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingham,  AL  35222 

Phone:  205/591-4747  Fax:  205/591-1108 
800/638-4833  •  E-mail  sales®dasher.com 


Menswear/Fashion 


Tke\ 
Curved  Point  Collar 

from  H>ron  ff  Poole 
100%  Egyptian  Cotton 
I  for  $33  2  (or  $32  eacn 

1.800.542.9766 


men's  wide  shoes 


EEE-EEEEEE,  SIZES  5-13 

High  quality  •  150  styles  •  Free  catalog 


HITCHCOCK  SHOES.  INC. 

Dept.  55D  Hingham,  MA  02043 
1-800-992- WIDE 


Computer  Services 


IMAGERS. 

Digital  Output  &  Production  Center 
Overnight  Services 


Digital  4-Color  Printing! 

•  Brochures, Product  Literature, 

•  Business  Cards  &  Newsletters... 


Print  1-1000.  .short  run! 

24-48  hour  service.  .    rush  also 

Expert  Customer  Support  Team 


Output»Production»Design 


|WEB  Sites«Slides«Posters| 


800-672-7031  •  404-351-5800 

1575  Norfhside  Dr.  Suite490  Atlanta  30318 


www.imaqers.com 


This  advertisement  is  neither  an  offer  to  sell  nor  it  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  i  Offering  is  made  only  by  the  Prospec  tus 


March  11,  199 


13,800,000  Shares 

STERLING 

COMMERCE 

Common  Stock 


Price  $24  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  jurisdiction  from  such  of  the  I  nderwriters  as  may 
legally  offer  these  securities  in  compliance  with  the  securities  hues  in  such  jurisdiction. 

/his  portion  oj  the  underwriting  is  being  offered  in  the  I  'nited  States  and  Canada  by  the  undersigned 

11,500,000  Shares 

Alex.  Brown  &  Sons 

INCORPORATED 

Bear,  Stearns  &  Co.  Inc. 

The  Chicago  Corporation 

CS  First  Bos  ion       Dkan  Witter  Reynolds  In<  .       Dii.i.on,  Read  &  Co.  Inc.       Donaldson,  Lufkin  &Jenret 

si-:<;i  Ri  rms  (  orporation 

AG.  Edwards  &  Sons,  1n<  .  Goldman,  Sa<  iis&Co.  Hambrecht  &  Qitst  LLC  Lazard  Frkrks  &  Co.  LI 
Lehman  Brothers  Merrill  Lynch  &  Co.  Montgomery  Securities  Morgan  Stanley  &  C 

l\(  ORPORATKD 

Oppenheimer  &  Co.,  Inc.  PaineWebber  Incorporated  Prudentiai.  Securities  Incorporat 

Robertson,  S  tephens  &  Company  LLC  Salomon  Brothers  Inc  Schroder  Wertheim  &  Co.  Smith  Barney  In 
C<  »wen  &  Company  Needham  &  Company,  Inc.  The  Ohio  Compa 

Principal  Financial  Securities,  Inc.  Pi  nk,  Ziegel  &  Knoell  SoundView  Financiai.  Group,  In 

Unterberg  Harris  Volpe,  Welty  &  Company  Wessels,  Arnold  &  Henderson,  L.Lj 

First  Southwest  Company  Friedman,  Billings,  Ramsey  &  Co.,  Inc.  HoakSlc  critiesCo 

Kai  eman  Bros.,  L.R  C.  L.  Kin<;  &  Assoc  iaths,  Inc.  Southwest  Securities,  In 

Van  Kasper  &  C<  >mpanh  William  K.  W<  x  >druff  &  Compa 

INCORPORATED 

This  portion  of  tl>c  underwriting  is  being  offered  outside  the  I  nited  suites  and  Canada  hy  the  undersigited 

2,300,000  Shares 

Alex.  Brown  &  Sons 
international 

Beak,  Stearns  International  Limited 

The  Chicago  Corporation 
ABN  AMRO  Hoare  Govett  Dei  i  sc  hi:  Morgan  Grenfell  Dresdner  Bank-Kleinwort  Bensc 

Robert  Fleming  &  Co.  Limited  SBC  Warbui 

\  IHVISK  )\  ( )\  s\\  |ss  BANK  CORP(  >K\I  l( 


siness  Week  Index 


IJCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


from  last  week:  -0. 1% 
from  last  year;  3.0% 


Change  ffom  last  week:  0.0% 
Change  ffom  last  year:  2.6% 


LEADING  INOEX 

Mar.  16=257.7  —  W 
1967=100 


230 


July  Nov.  Mar 

1995  1995  1996 

are  4-week  moving  averages 

uction  index  edged  lower  during  the  week  ended  Mar.  23.  Before 
in  of  the  four-week  moving  average,  the  index  dropped  sharply  to 
om  126.7,  as  the  strike  at  General  Motors  Corp.  continued  to 
seasonally  adjusted  auto  and  truck  output. 

ng  index  was  unchanged  in  the  latest  week.  The  unaveraged  index 
j7.8,  from  259,  pulled  down  by  falling  stock  prices. 

in  index  copyright  1996  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1996  by  CIBCR 


[NG  INDICATORS 


'RICES  (3/22)  S&P  500 

LATEST 
WEEK 

650.83 

WEEK 
AGO 

639.59 

YEARLY 

7.  CHG 

31.0 

ATE  BOND  YIELD,  Aaa  (3/22) 

7.41% 

7.42%  -8.5 

tIAL  MATERIALS  PRICES  (3/22) 

109.8 

]  08  6 

-4.0 

>S  FAILURES  (3/15) 

NA 

NA 

NA 

TATE  LOANS  (3/13)  billions 

$508.7 

$508.7 

8.6 

SUPPLY,  M2  (3/11)  billions 

$3,684.0  $3,683.4r 

2.6 

CLAIMS,  UNEMPLOYMENT  (3/9)  thous 

352 

363 

2.6 

Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
jody's,  Journal  of  Commerce  (index;  1990=100),  Dun  &  Bradstreet  (failures 
ompanies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
allures  and  real  estate  loans. 

WEST  RATES"  1 

L  FUNDS  (3/26) 

LATEST 
WEEK 

5.23% 

WEEK 
AGO 

5.20% 

YEAR 
AGO 

6.06% 

tCIAL  PAPER  (3/27)  3-month 

5.37 

5.36 

6.15 

CATES  OF  DEPOSIT  (3/27)  3 -month 

5.34 

5.33 

6.15 

ORTGAGE  (3/22)  30-year 

8.05 

8.06 

8.63 

ABLE  MORTGAGE  (3/22)  one  year 

5.77 

5.82 

6.40 

3/27) 

8.25 

8.25 

9.00 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 

ft  rn 
AGO 

YEARLY 

°  fur 

STEEL  (3/23)  thous.  of  net  tons 

2,098 

2,042# 

2.7 

AUTOS  (3/23)  units 

79,763 

78,486r# 

-47.1 

TRUCKS  (3/23)  units 

90,620 

99,722r# 

-24.7 

ELECTRIC  POWER  (3/23)  millions  of  kilowatt-hrs.  57,876 

59,338# 

5. 1 

CRUDE-OIL  REFINING  (3/23)  thous  of  bbl./day 

13,834 

13,677# 

3.2 

COAL  (3/16)  thous.  of  net  tons 

21,256# 

21,102 

0.0 

PAPERBOARD  (3/16)  thous.  of  tons 

NA# 

890  6 

NA 

PAPER  (3/16)  thous.  of  tons 

NA# 

832.0 

NA 

LUMBER  (3/16)  millions  of  ft. 

447. 4# 

448.3 

0.2 

RAIL  FREIGHT  (3/16)  billions  of  ton-miles 

25.3# 

25.3 

0.8 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Ai 
Institute.  American  Petroleum  Institute,  Energy  Dept  , 
Association,  WWPA1,  SFPA2,  Association  of  American 

tomotive  Reports,  Edison  Electric 
American  Forest  &  Paper 
Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (3/27)  $/troy  oz. 

400  350 

394.900 

4.6 

STEEL  SCRAP  (3/26)  #1  heavy,  $/ton 

;  39  (in 

139.00 

1.1 

COPPER  (3/23)  e/lb. 

121.0 

123.1 

-16.7 

ALUMINUM  (3/23)  2/ib 

76.5 

76.0 

-12.1 

COTTON  (3/23)  strict  low  middling  1-1/16  in.,  e/lb.  82.18 

80.61 

-21.5 

OIL  (3/26)  $/bbl. 

22.26 

24.34 

17.6 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN 

106.61 

106.44 

87.05 

GERMAN  MARK  (3/27) 

1.49 

1.47 

1  38 

BRITISH  POUND  (3/27) 

1.52 

1.54 

1.61 

FRENCH  FRANC  (3/27) 

5.07 

5.05 

4.84 

ITALIAN  LIRA  (3/27) 

1579.5 

1556.5  1706.3 

CANADIAN  DOLLAR  (3/27) 

1.36 

1.36 

1.40 

MEXICAN  PESO 

7.540 

7.528 

6.680 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  in  dollars 


a  in  the  production  indicators  are 
.  l=Western  Wood  Products  Assn. 

seasonally  adjusted  in 
2=Southern  Forest 

computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM^Not  meaningful 

iE  WEEK  AHEAD 


URVEY 

Apr.  1,  10  a.m. est  ►  The  National 
ion  of  Purchasing  Management's 

index  likely  rose  to  46.5%  in 
om  45.2%  in  February.  So  says  the 
forecast  of  economists  surveyed  by 
rnational,  one  of  The  McGraw-Hill 
ies.  The  index  would  still  be  below 
•  mark,  indicating  the  industrial 

struggling. 

IUCTION  SPENDING 

Apr.  1,  10  a.m. est  ►  Construction 
I  probably  rose  0.5%  on  February, 
g  was  up  0.3%  in  January.  The 
al  rise  in  February  is  indicated  by 
th's  gain  in  housing  starts. 


GROSS  DOMESTIC  PRODUCT 

Tuesday,  Apr.  2,  8:30  a.m. est  ►  The  mms 
forecast  expects  fourth-quarter  real  gdp 
growth  to  remain  at  a  0.9%  annual  rate. 

LEADING  INDICATORS 

Tuesday,  Apr.  2,  8:30  a.m. est  ►  The  index 
of  leading  indicators  likely  rebounded  0.9% 
in  February,  after  January's  0.5%  drop. 

PERSONAL  INCOME 

Wednesday,  Apr.  3,  8:30  a.m.EST>  Person- 
al income  probably  jumped  0.7%  in  Febru- 
ary, after  eking  out  a  0.1%  gain  in  January. 
That's  suggested  by  the  surge  in  February 
payrolls.  February  consumer  spending  likely 
rebounded  0.7%,  after  slipping  0.5%. 


FACTORY  INVENTORIES 

Wednesday,  Apr.  3,  10  a.m. est  ►  Factory 
inventories  likely  fell  0.5%  in  February, 
after  rising  a  large  0.7%  in  January. 

EMPLOYMENT 

Friday,  Apr.  5,  8:30  a.m.EST>  The  mms 
median  forecast  is  that  nonfarm  payrolls 
edged  up  77,000  in  March.  That's  after  the 
unexpected  surge  of  705,000  in  February. 
March's  unemployment  rate  likely  rose  to 
5.7%,  from  5.5%  in  February.  The  Dow 
Jones  industrial  average  plunged  171 
points  after  the  release  of  the  February 
report.  However,  because  of  Good  Friday, 
the  stock  market  will  be  closed  when  the 
March  report  is  released. 
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PICK  A  MULTIVENDOR  ENVIRONMENT 
IN  COMPANIES  LIKE  THESE  > 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


WE'LL 
MAKE 

IT 
WORK. 


With  over  17,500  specialists  worldwide,  •  ts 

HP  Service  and  Support  can  make  just  ^ 
about  any  computer  environment  work 

better.  Pftr  more  details,  visit  our  Web  site  «2 

at  http?//www.  hp.com/go/4service.  o 

I  IP  works  on  your  side.  =a 

(STEMS  INTIGRffiON-  ^TV^ORK  MANAGEMENT  § 


HEWLETT 
PACKARD 


Abaco  Casa  de  Bolsa  56 
Advanced  Fibre  Communications  82 
Afm  Securities  International  56 
Airbus  Industrie  123 
AK  Steel  33 
Alex.  Brown  &  Sons  38 
Alliance  Capital  Management  56 
Alliance  Quasar  A  (QUASX)  112 
Allison  Engine  123 
American  Heritage  112 
American  Heritage  Fund  (AHEX)  112 
Amentech  (AIT)  64.68,75 
AMG  Data  Services  112 
Amoco  (AN)  98 
Analog  Devices  (ADD  82 
Apple  Computer  (AAPL)  19,32 
Arco(ARC)  38 

Ariel  Capital  Management  11 
AT&T  (T)  8.  64,  68,  86, 70 
Aware  Inc  82 

B 


Barnett  Banks  (BBI)  43 
Bell  Atlantic  (BEL)  64,  68, 75,  87 
Bell  Canada  International  75 
BellSouth  (BLS)  64,68,75 
Blue  Cross  &  Blue  Shield  of 
Minnesota  104 
BMW  123,90 
Boeing  (BA)  123 
Boston  Edison  (BSE)  98 
Bre-X  Minerals  Ltd,  112 
Bridgestone  128 
Bntish  Airways  (BAB)  123 
British  Gas  98 

British  Telecommunications  70 
Brooke  Group  38,38 
Buell  Motorcycle  90 
Burger  Ki  e  34 


Cable  &  Wireless  (CWP)  64,  87 
Cablevision  Systems  (CVC)  75 
California  Financial  Holding  6 
CaliforniaCare  104 
Cap  Crties/ABC  (CCB)  64 
Cargill  118 
CBS  68 

Centigram  Communications  47 

Central  &  South  West  64 

Charles  Schwab  136 

Chevron  (CHV)  98 

Cheyenne  Software  (CYE)  122 

Christian  &  Timbers  8 

Chrysler  (C)  30 

Circuit  City  Stores  86 

Columbia  Pictures  Entertainment  11 

Columbia/HCA  Healthcare  (COL)  104 

Comcast  (CMCSA)  75.70 

Compaq  (CPQ)  32.  33 

CompuCom  32 

Conoco  98 

Continental  Baking  98 

Continental  Cablevision  64.  68, 75 

Corporacion  GEO  56 

Cox  Communications  (COX)  75, 70 

Credit  Lyonnais  75 

Credit  Suisse  56.120 

CS  Holdings  120 

CWH  Associates  122 

CyCare  Systems  (CYS)  104 


Daimler  Benz  (DAI)  54 
Dean  Witter  Reynolds  (DWD)  32, 90. 
136 
DeBartolo  43 
Delortte  &  Touche  68. 104 
Delta  Air  Lines  (DAL)  64 


Deutsche  Telekom  87 
Diamond  Field  Resources  43 
Diamond  Offshore  Drilling  (LTR)  112 
Digital  Domain  75 
DirecTV  70 

Discovery  Zone  (ZONE)  43 
Donaldson,  Lufkm  &  Jenrette 
(DU)  26,98 

Dreyfus  Aggressive  Growth  Fund  112 
DRI/McGraw-Hill  (MHP)  64 
Duff  &  Phelps  116 
Dun  &  Bradstreet  (DNB)  116 


Eastman  Kodak  (EK)  47 
Ecco  54 
EFHutton  136 
Egghead(EGGS)  43 
Energomash  123 
Enron  (ENE)  98 
Espint  Telecom  87 
E*Trade  Securities  136 


Fidelity  Investment  56, 136 
Fidelity  Magellan  (FMAGX)  112 
Financial  Investors  Fund  122 
First  Security  Services  43 
First  Step  Computers  32 
Fitch  Investors  Service  1 1 6 
Food  Court  Entertainment  Network 
Ford  (F)  30 
Forrester  Research  75 
Foster  Higgins  104 
France  Telecom  87 
Frontier  (FRO)  64 
Frost  &  Sullivan  75 
Fuji  Photo  (FUJIY)  47 


Gap  6 

Gartner  Group  (GART)  33 
General  Electric  (GE)  123 
General  Instrument  86 
General  Motors  (GM)  6,27,128 
Global  Marine  (GLM)  112 
Globalstar  Telecommunications  122 
Goodyear  lire  (GT)  128 
Govett  Smaller  Companies  A 
(GSC0X)  112 

Group  Health  of  Puget  Sound  104 
Groupe  Michelin  128 
Grupo  Casa  Autrey  56 
Grupo  Industrial  Saltillo  56 
Grupo  Profesional  Planeacion  y 
Proyectos  56 

GTE  (GTE)  64.  68, 70, 75, 146 


Hambrecht  &  Quist  32 

H&R  Block  (HRB)  135 

Harley-Davidson  (HDD  90 

Harvard  Community  Health  Plan  104 

HBO  104 

HCIA  104 

Hermes  Europe  Railtel  87 
Hewlett-Packard  (HWP)  42, 47 
Honda  90 
Houston  Aeros  98 
Hughes  Electronics  70 
Humana  Medical  Plan  104 


IBM  (IBM)  33,59 
Inco  43 

Indeck  Energy  Services  98 
ING  Barings  56 
Intelcom  Group(fTR)  70 
International  Data  32 
International  Finance  118 
International  Harvester  128 


Invesco  Strategic  Gold  (FDLGX)  112 


Jack  White  136 

Janus  Fund  (JANSX)  112 

Jeffenes&Co  98 

lones  Intertable  (JOINA)  75 


Kaiser  Foundation  Health  Plan  108 

Katten,  Muchin  &  Zavis  43 

Kaufmann  122 

K.  Aufhauser  (NSCP)  136 

Kawasaki  Motors  90 

Kinder,  Lydenberg,  Domini  38 


Lawyers'  Cooperative  1 1 

Lexis\Nexis  11 

Liberty  Media  (TCOMA)  8 

Liggett  Group  38 

Lockheed  Martin  (ML)  122 

Logica  87 

Loral  (LOR)  122 

Lyondell  Petrochemical  (LYO)  98 

M 


Manpower  International  (MAN)  54 
Marnott  (MAR!  104 
MasterCard  8 
McCaw  Cellular  64,70 
McDonald's  8, 34 
McDonnell  Douglas(MD)  123 
McGraw-Hill  (MHP)  116 
MCI  (MCIC)  68, 75,  86 
Memll  Lynch  56,64,98,70,136 
Metro-Goldwyn-Mayer  75 
MFS  Communications(MFST)  70 
MicroAge  32 

Microsoft  (MSFT)  19,70,122 
Milbank,  Tweed.  Hadley  &  McCloy  38 
MiniMed  59 

Monaco  Coach  (MCCO)  90 
Monitrend  Gold  Fund  (MNTGX)  112 
Moody's  Investors  Service  (DNB)  116 
MOR  Music  8 

Morgan  Stanley  (MS)  68,98 
Muriel  Siebert  136 

N 


National  Discount  Brokers  136 
Nationwide  Bank  6 
NEC  Technologies  19 
Netscape  Communications  19 
NetStar  82 

News  Corp  70.75.86 
New  York  Life  Insurance  108 
NGC(NGCL)  98 
Northern  Telecom  (NT)  64 
Northrop  Grumman  43 
NOVA  98 

Nynex(NYN)  64.68.82 


Olivetti  87 
Oracle  (ORCL)  47 
Oxford  Health  Plans  (OXHP)  104, 
108 


Pace  Healthcare  Management  104 
Pacific  Bell  (PAC)  82 
Pacific  Brokerage  136 
Pacific  Telesis  (PAC)  68 
Paul  Kagan  Associates  75 
PC  Financial  Network  136 
PepsiCo  (PEP)  104,146 
Philadelphia  Flyers  75 
Philadelphia  76ers  75 
Philip  Moms  (MO)  38,40 
PointCast  19 
Pratt  &  Whitney  123 
Probe  Research  64.68 


Reading  4  Bates  (RB)  112 
Revlon  8 

RJR  Nabisco  (RN)  38 
Robertson  Stephens  Value  +  Growth 
Fund(RSVPX)  112 
Rochester  Telephone  68. 75 


Rockwood  Growth  Fund  1 
Rolls-Royce  123 
Rubbermaid(RBD)  128 
RWE  Group  87 
RydexJuno(RYJUX)  112 
Rydex  Ursa  (RYURX)  112 

S 


Salomon  Brothers  (SB)  2 
SBC  Communications  (SE 
75 

SBH  59 

Scientific-Atlanta  82 
Segal  104 
Silver  King  8 
Simon  Property  43 
Singapore  Airlines  123 
Software  Spectrum  43 
Sony(SNE)  11,19 
Space  Systems/Loral  121 
Sprint  (FON)  64.  68,  75, 
Standard  &  Poor's  32 
Standard  &  Poor's  (MHP) 
Starwave  19 
St  Joseph's  Hospital  104 
Stolper  112 
Sun  Microsystems  19 
Susquehanna  Manageme 
Symantec  (SYMC)  122 


Tablex  56 

Tele-Communications  (TC 

75, 70 
Tele-TV  68 
Telecom  Italia  87 
Telefonica  de  Espana  87 
Telefonos  de  Mexico  118, 
Teleport  Communications 
The  Management  Team 
Thomson  11 
Time  Warner  (TWX)  68.7 
Trafalgar  House  56 
TiavRoute  Software  19 
Trust  Company  of  New  Jei 
Turner  Broadcasting  (TBS 

75 

Twentieth  Century  Giftrus 
Investors  112 

U 


UBS  Securities  70 
Union  Bank  of  Swifeerlam 
Unisys  (UIS)  11 
United  Airlines  (UAL)  11 
United  Technologies  (UTX 
USAir(U)  104 
U.S.  Exchange  Stabilizatu 
USWest(USW)  32,64,1 

V 


Value  Une  Convertible  Fu 
(VALCX)  112 
ValuJet  Airlines  123 
Van  Wagoner  Funds  112 
Vanguard  Index  500  112 
Veba  87 

Viacom  (VIA.B)  43 
Viag  87 

W 


Walt  Disney  (DIS)  64, 68, 
Washburn  International  I 
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Editorials 


TELECOM  REFORM:  FINISH  THE  JOB  FAST 


f  |  ihe  battle  in  Congress  over  telecom  reform  is  over,  with 
JL  the  Feb.  8  signing  of  the  Telecommunications  Act  of 
1996.  But  the  war  over  the  final  shape  of  telecom  reform  has 
just  begun. 

Exhausted  after  years  of  wrangling,  Congress,  the  Clinton 
Administration,  and  the  warring  industry  factions  agreed  to 
let  the  Federal  Communications  Commission  decide  the  most 
complicated  and  contentious  issues,  such  as  how  and  when  lo- 
cal earners  can  offer  long-distance  service  in  their  regions. 
The  telecom  reform  bill,  a  40,000-word  behemoth,  refers  to  the 
"Commission,"  meaning  the  FCC,  more  than  360  times.  The 
FCC  has  itself  published  a  list  of  100  new  regulations  it  needs 
to  issue  over  the  next  18  months,  covering  subjects  ranging 
from  universal  service  subsidies  to  the  rules  governing  at- 
tachments to  telephone  poles. 

During  this  regulatory  fast  break,  the  fcc  should  follow  a 
simple  principle:  Maximum  deregulation,  as  soon  as  possi- 
ble. The  key  is  competition.  The  fcc  should  write  regulations 
that  will  open  up  markets  quickly,  and  allow  competition  to 
handle  the  problem  of  keeping  the  large  phone  and  cable 
companies  in  line. 

The  fcc  shouldn't  worry  too  much  about  making  mistakes. 
That  may  seem  like  a  heretical  notion,  but  this  is  one  situation 
where  the  best  is  the  enemy  of  the  good.  Telephone  and  cable 
companies  have  been  holding  off  making  critical  investment 


decisions,  in  part  waiting  to  see  what  the  rules  of  the 
are  going  to  be.  Rather  than  duplicating  what  Congre 
and  holding  long,  extended  healings,  the  fcc  should  pun 
its  decisions  as  quickly  as  possible.  At  the  same  tim 
phone  and  cable  companies  shouldn't  endlessly  lobfc 
commission,  which  could  bog  down  the  deregulation  pi 
What's  important  is  to  set  the  ground  rules  for  the  telec 
dustry — right  now. 

It  will  be  tempting  for  the  fcc's  regulators  to  micron 
the  vast  changes  in  the  telecom  markets  by  setting  d< 
rules  for  "fair"  competition.  But  that  would  be  a  mistak 
tions  that  seemed  likely  only  a  few  years  ago — inter 
television,  movies-on-demand — now  seem  much  furtl 
the  future.  Other  alternatives,  such  as  the  Internet, 
sprung  into  prominence  unexpectedly.  Similarly,  at  the  c 
rate  of  technological  change,  there's  no  way  to  know  wl 
low-cost  universal  service  to  rural  areas  and  poor  urban 
is  best  provided  by  copper  wires,  as  it  is  today,  or  by 
form  of  wireless  service.  That  means  the  fcc  should  set 
simple  and  transparent  a  subsidy  system  as  possible,  so 
be  adjusted  as  the  technology  advances. 

It's  clear-  that  the  fcc  has  been  handed  a  difficult  pn 
one  that  Congress  was  not  able  to  resolve.  Here  is  a  ( 
for  regulators,  so  often  maligned,  to  show  everyone 
they  can  do. 


HEALTH  CARE  IS  LOOKING  HEALTHIER 


For  the  past  few  years,  the  health  care  industry  has  been 
obsessed  with  squeezing  costs  without  much  regard  to 
quality.  It  has  been  a  race  to  the  bottom,  as  hmos  and  tradi- 
tional medical  insurers,  encouraged  by  cost-conscious  em- 
ployers, have  progressively  tightened  up  on  access  to  spe- 
cialists and  new  medical  treatments,  while  limiting  high-cost 
items  such  as  maternity  hospital  stays  and  long-term  psy- 
chological care.  The  result:  a  substantial  decline  in  health-care 
inflation,  which  dropped  from  an  annual  rate  of  9.6%  in  1990 
to  3.9%  in  1995,  but  at  the  cost  of  a  widespread  perception 
among  many  Americans  that  the  quality  of  care  has  declined. 

But  there  may  be  some  relief  on  the  way.  Far-sighted 
companies  such  as  Xerox,  PepsiCo,  and  gte  are  keeping  clos- 
er tabs  on  the  quality  of  medical  care  their  employees  are  re- 
ceiving. Meanwhile,  some  health-care  providers  are  looking  for 
ways  to  improve  medical  care  without  boosting  spending. 

Now.  it's  time  for  the  next  step — to  make  quality  as  im- 
portant as  cost  throughout  the  health-care  system.  For  better 
or  worse,  most  people  still  get  their  medical  coverage  through 
their  job,  so  it's  the  responsibility  of  Corporate  America  to  be- 
come far  more  vigilant  about  enforcing  standards.  Companies 
that  evade  this  obligation  will  pay  the  price,  either  through  a 
sicker  workforce  or  dissatisfied  employees. 


At  the  same  time,  hmos  and  traditional  insurance  pro 
must  find  the  fine  line  between  making  a  profit  and  cari 
real  people.  In  part,  they  can  accomplish  both  goals 
same  time  by  emphasizing  preventive  programs  for  c 
ailments  such  as  asthma  and  diabetes.  Beyond  that 
must  aim  to  meet  reasonable  standards  for  care,  oi 
will  find  their  legitimacy  as  gatekeepers  ebbing  away. 

To  be  sure,  there  will  always  be  difficult  questions  oi 
ical  ethics.  How  far  should  medical  insurance  go  in  payi 
untested — and  expensive — treatments?  Clearly,  healt' 
providers  should  pay  for  essential  life-saving  therapie 
are  proven  to  work,  no  matter  how  costly.  The  harder 
come  elsewhere — for  example,  with  high-priced  new 
that  may  be  marginally  better  than  a  lower-priced  alten 

The  new  push  for  quality  also  runs  the  risk  of  crea 
two-tiered  system,  in  which  some  companies  are  willing  I 
for  top-notch  medical  programs  for  their  employees,  whil 
ers  pay  only  for  lower-quality  care.  And  there's  still  tl 
solved  problem  of  providing  access  to  appropriate  care  f 
nation's  uninsured,  now  approaching  40  million. 

Yet  for  the  first  time  in  many  years,  it's  beginning  t 
as  if  many  Americans  have  a  chance  of  getting  the  b 
both  worlds — an  affordable  health-care  system  that  work 


146  BUSINESS  WEEK  /  APRIL  8,  1996 


nade  your  heart  race?  Riviera. 
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Tsmc 

increases  foundry  capacity 
as  demand  heats  up. 


The  heat  from  today's  semiconductor  market  can  be  felt  the  world 
over,  as  the  industry  is  experiencing  red-hot  growth.  Three  years  ago, 
while  others  were  holding  back,  TSMC  began  investing  heavily  in  fab 
construction.  The  result  -  today  TSMC  is  the  world's  leading  semi- 
conductor foundry,  now  producing  1.6  million  wafers  annually  while 
running  at  full  capacity.  ■  But  past  performance  is  not  enough.  ■ 
Accelerated  construction  of  new  fab  facilities  will  enable  us  to  reach 
our  goal  of  producing  4  million  wafers  annually  by  the  year  2000. 
■  Ambitious?  Sure.  But  it's  simply  part  of  our  commitment  to  our 
customers  in  the  relentless  pursuit  of  capacity.  No  other  dedicated 
foundry  in  the  world  can  offer  TSMC's  combination  of  resources  and 
resolve.  ■  We  will  invest  more  than  $2  billion  in  production  facilities 
over  the  next  two  years.  We  need  to  make  this  kind  of  commitment 
because  our  customers  -  our  partners  -  demand  no  less  from  us.  ■ 
TSMC.  Forging  a  future  in  the  information  age. 
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TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  95110  •  Ph:  408-437-8762,  Fax:408-441-7713 
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Up  Front 


TALK  SHOW  Uln  an  effort  to  help  the  national  debt,  Tacc 
Bell  is  pleased  to  announce  that  we  have  agreed  to  purchas 
the  Liberty  Bell.  J) 

— From  newspaper  ads  run  by  the  company  on  April  Fool's  Da\ 


EDITED  BY  LARRY  LIGHT 
SLUGFESTS 

THE  FCC  HEAD  IS 
WATCHING  HIS  BACK 

now  it's  the  fcc's  job  to 
cany  out  telecom  reform.  But 
House  Republicans  plan  to 
ride  the  3-1  Democratic-con- 
trolled agency  to  ensure  that 
it  doesn't  stray  too  far  from 
their  aims.  The  recently 
passed  reform  law  directs  the 
fcc  to  decide,  for  instance, 


how  quickly  phone 
companies  and  ca- 
ble operators  can 
trample  on  one  an- 
other's turf. 

Some  GOP  faith- 
ful have  become 
especially  concerned 
since  Republican 
Commissioner  An- 
drew Barrett 
stepped  down  in  " 
March,  giving  the  Democrats, 
led    by    Chairman  Reed 


HUNDT:  Hunted? 


Hundt,  more  sway. 

Representative 
Jack    Fields  (R- 
Tex.),  chairman  of 
the  House  Telecom- 
munications Sub- 
committee, is 
putting    on  the 
pressure.  At  a  re- 
cent hearing,  he 
chastised  Hundt 
for  pushing  a  plan 
to  provide  pagers 
"  to  the  homeless. 
Hundt  denies  any  such  plan 
is  in  the  works.  "We  know 


everything  you're  doi 
Fields  told  Hundt. 

Once  the  new  law  is  o 
ating,  Fields  intends  to  o 
haul  the  fcc,  maybe  by  gi 
some  of  its  powers  to  o 
agencies.  Looking  for  am 
nition,  the  congressman 
sent  out  a  letter  to  dozer 
chief  executives  of  tele 
companies,  asking  them  tx 
cretly  critique  the  fcc. 
have  reformed  the  policy, 
now  it*s  time  to  reform 
regulator,"  Fields  wrote 
CEOs.  Mark  Le 


PAPER  PLAYS 

BREAKING  UP 
ISN'T  HARD  TO  DO 

GETTY  PETROLEUM  WILL  BE 

splitting  in  two,  sort  of.  It's 
doing  a  tax-free  spin-off  in  a 
clever  way  that  it  hopes  will 
meet  IRS  stan- 
dards for  such 
deals.  Thanks  to 
wily  financial  engi- 
neering, there  will  be  a  sepa- 
rate real-estate  company  to 
own  the  gas  stations — and 
lease  them  back  to  Getty's 
gasoline  marketing  business. 

To  win  the  Internal  Rev- 
enue Service's  O.K.,  a  spin- 
off's pieces  must  be  free- 
standing units,  such  as  in 
itt's  recent  three-way 
breakup.  Robert  Widens, 
Lehman  Brothers'  tax  expert, 
says  Getty's  plan  should  sat- 
isfy the  IRS  since  it  results 
in  stand-alone  entities.  But 
he  adds:  "This  is  pushing  the 
envelope,  for  sure." 

Why?  The  duo's  interests 
will  continue  to  interlock  to  a 
degree  that's  rare  in  a  spin- 
off. CEO  Leo  Liebowitz  will 
head  both  companies  for  an 
unspecified  period.  And  the 
two  bodies  plan  to  share  ad- 
ministrative functions  and 
some  board  members,  at  least 
for  a  while.  But  mainly,  Getty 
Realty's  principal  business 
wili  remain  leasing  1,100  sta- 
tions to  Getty  Petroleum. 
(The  realty  company  has 
sidelines:  home  heating  oil  de- 


Getty 


livery  and  200  nongas  retail 
outlets,  such  as  donut  shops.) 

The  maneuver  is  tax-free 
to  investors  because  they  will 
have  shares  in  both  compa- 
nies, and  won't  receive  a  tax- 
able cash  payment.  The  aim 
is  to  boost  the  stocks'  overall 
value  by  giving  investors  two 
pure  plays:  the 
real-estate  opera- 
tion's steadier  in- 
come (now  10%  of 
Getty's  revenue)  is  separate 
from  the  marketing  unit's 
more  volatile  one.  Biggest 
likely  winner:  ceo  Liebowitz, 
who  owns  20%  of  Getty.  □ 


MAD  AVE 


PEPSI'S  WILD  BLUE  YONDER 


PEPSICO  HAS  SIGNED  UP  THE 

Concorde  to  hype  a  switch 
from  its  traditional  red, 
white,  and  blue  colors  to 
what  it  calls  electric  blue. 
But  this  may  be  better  mar- 
keting than  aerodynamics. 
Pepsi  painted  an  Air  France 
Concorde  blue  for  an  8-day, 
10-city  promotional  tour  of 
Europe  and  the  Mideast, 
where  the  more  distinctive 
electric  look  will  be  rolled  out 
first.  The  new  color's  North 


THE  LIST  BALLPARK  FIGURES 


Hurt  by  slumping  attendance  last 
season  after  the  players'  strike, 
Major  League  baseball  is  hiking 
the  average  ticket  price  6.2%.  To 
appease  miffed  fans,  it  rose  only 
1%  in  1995.  One  reason  for  the 
boosts  this  year:  Teams  expect  an 
attendance  turnaround  and  fatter 

  gate  receipts.  Club  performance 

is  a  factor,  though  not  everywhere:  American  League  pen- 
nant winner  Cleveland  has  the  biggest  percentage  increase; 
but  Cincinnati,  the  National  League  Central  champ,  has 
frozen  prices  in  a  bid  to  keep  its  ballpark  affordable. 

MAJOR  LEAGUE  TICKET  PRICES 


OUCH!  Ticket  trauma 


1996  TICKET 
AVERAGE  INCREASE 

1996  TICKET 
AVERAGE  INCREASE 

BOSTON  RED  SOX 

$15.43  14.2% 

CINCINNATI  REDS 

$7.95 

0.0% 

NEW  YORK  YANKEES 

14.58  3.0 

CALIFORNIA  ANGELS 

8.44 

4.7 

CLEVELAND  INDIANS 

14.52  20.4 

MONTREAL  EXPOS 

9.07 

11.2 

CHICAGO  WHITE  SOX 

14.11  9.1 

SAN  DIEGO  PADRES 

9.88 

8.3 

DATA:  TEAM  MARKETING  REPORT 


CONCORDE:  Getting  a  pa 

American  debut  is  unc 
The  paint  problem:  A 
hull  brings  greater  air 
tion,  forcing  the  plane  t< 
lower  (45,000  feet)  and  sic 
(Mach  1.8).  With  its  u 
white,  the  aircraft  dissip 
heat  efficiently  as  it  cro 
the  Atlantic  doing  Mach 
60,000  feet.  (The  makeoi 
cost:  $300,000  to  paint  it  1 
then  paint  it  back.) 

A  portent?  Changing 
porate  icons  can  be  tri 
"Confusing  the  customers 
risk,"  says  Kevin  McGurk 
nior  consultant  at  Lond 
Identica  Partnership.  Ex 
pie:  the  New  Coke  deb; 
Unconcerned,  Pepsi  is  up 
about  the  painted  Conci 
and  the  new  corporate  c 
Yann  Tardif,  Pepsi's  mar 
ing  director  for  Western 
rnpt\  says  Pepsi  blue  ha 
apt  canvas  in  the  Conco 
which  "changed  the  way 
pie  looked  at  aviation 
years  ago."      Heidi  Dai 
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NOW  ONE  NEW  BANK 

THE  BANK  OF  TOKYO-MITSUBISHI 


Our  New  Symbol  :  The  Red  Rose 

Symbol  of  familiarity  and  friendliness; 

now  the  logo  of  The  Bank  of  Tokyo-Mitsubishi. 

Its  stylized,  vibrant  curves  express  the  closeness  and 

warmth  of  our  relations  with  all  of  our  clients 

Working  separately,  The  Bank  of  Tokyo  and  The  Mitsubishi  Bank  have  each  won 
high  praise  as  international  financial  institutions  of  the  highest  order. 
Strong,  reliable,  stable,  well-versed  in  the  way  of  international  finance. 
Now  together  as  The  Bank  of  Tokyo-Mitsubishi. 

A  synergetic  meeting  of  skill;  a  new  financial  organization  for  the  future. 
The  Bank  of  Tokyo  and  The  Mitsubishi  Bank. 
Now  one  new  bank,  The  Bank  of  Tokyo-Mitsubishi. 


The  Bank  of  Tokyo-Mitsubishi,  Ltd 


Up  Front 


SAFETY  PATROL 

CAUTION: 

FALLING  INVENTORY 

SHOPPING  HARDLY  SEEMS  A 
hazardous  undertaking.  But 
lately,  numerous  shoppers 
have  been  hurt  by  falling- 
goods — and  some  even  killed. 

At  Wal-Mart's  Westminster 
(Colo.)  outlet,  a  30-pound  box 
fell  seven  feet  off  a  highly 
stacked  cart  onto  a  cus- 
tomer's back.  Saying  she  now 
can't  do  her  job  as  a  nurse, 
the  shopper  recently  got 


damages:  Victims 
can  get  millions 

a  $435,000  court 
award.  And  last 
year,  a  mishap  at 
Wal-Mart's  nearby 
Littleton  (Colo.) 
store  cost  the  larg- 
est U.  S.  retailer 
$3.3  million.  The 
victim,  hit  by  two  40-pound 
ice  drills  toppling  off  a  shelf, 
claims  mild  brain  damage. 
Wal-Mart,  saying  it  checks 
shelves  to  minimize  accidents, 
is  appealing  both  judgments. 

Wal-Mart's  insurer  counts 
some  25,000  complaints  of  fall- 
ing-goods injuries  in  the  past 
five  years,  involving  every- 
thing from  ironing  boards  to 
barbecue  grills.  The  retailer 
puts  the  number  at  half  that 
and  says  most  accidents 
aren't  serious — like  toilet  pa- 
per rolls  bumping  noses. 
Wal-Mart  is  not  alone.  In 
1994,  at  HomeBase's 


DRAWN  &  QUARTERED 


MELTING  POT 


TEEMING  HORDES  OF  INVENTORS 


IN  THE  DEBATES  OVER  LOWER 

immigration  levels,  lawmak- 
ers question  whether  new- 
comers are  taking  away 
American  jobs.  But  immi- 
gration proponents  on  Capi- 
tol Hill  just  got  some  fresh 
ammo:  a  study  showing  that 
newcomers  get  more  than 


their  share 
of  patents — 
which  presum- 
ably generate 
jobs. 

The  study,  by  the  pro-immi- 
gration Alexis  de  Tocqueville 
Society  in  Arlington,  Va.,  says 
that  immigrants  were  issued 


Lynnwood  (Wash.)  facility,  a 
falling  load  of  ceramic  tiles 
killed  a  woman.  HomeBase, 
stressing  a  concern  for  safety, 
calls  the  incident  a  "fluke." 

Why  the  hazard?  Attorney 
Jeffrey  Hyman  of  Denver's 
Haligman  &  Lottner,  which 
brought  the  two  Colorado  cas- 
es against  Wal-Mart,  blames 
"merchandising  of  the  1990s, 
trying  to  use  every  conceiv- 
able inch  to  display  prod- 
uct."  Amanda  Agee 


THE  BIG  PICTURE 


SPENDING 
PRIORITIES 

GLOBAL  GOVERNMENT  SPENDING 

PERCENTAGE  OF  1995  GDP 

■  DEFENSE 

■  education  ^ 

m  health 


For  non-Western  nations,  defense 
spending  is  a  larger  share  of  the 
economy  than  the  U.S.'s  3.8%. 
Washington's  0.47%  for  education  is 
relatively  puny.  Health  care?  At  3.7%, 
the  U.S.  is  on  par  with  the  others. 


one-quarter  of 
U.  S.  patents 
granted  be- 
tween 1988 
and  1994.  Be- 
cause they 
make  up  only 
8.7%  of  the  popu- 
lation, that  contribu- 
tion is  considerable. 

Take  Kyong  Park,  who 
came  to  the  U.  S.  from  Korea 
in  1969  to  study  physics  at 
Southern  Illinois  University. 
Now  he's  a  vice-president  at 
Kavlico,  a  Moorpark  (Calif.) 
maker  of  auto  pollution  control 
devices.  The  24  patents  he 
holds  help  support  80%  of  the 
company's  business. 

Immigration  opponents 
don't  attack  de  Tocqueville's 
methodology,  but  they  insist 
that  newcomers  generally 
have  less  education  and  low- 
er skills  than  the  native- 
born.  K.  C.  McAlpin,  deputy 
director  of  the  Federation 
for  American  Immigration 
Reform  says  it's  just  not 
true  "that  everyone  coming 
to  America  is  another 
Einstein."     Catherine  Yang 


PATENT  PERVERSITY 

A  HI-FI  BLAST 
FROM  THE  PAST 

B&W   LOUDSPEAKERS  IE 

case  study  in  the  perils 
patents.  The  British  hi-fi  ( 
fit  can't  get  a  patent  for 
new  high-end  stereo  spe 
ers  because  someone  6 
got  there  first — more  tha 
half-century  ago. 

The  company  got  the  j 
news  recently  when  it  w 
to  the  British  Patent  Of 
to  seek  protection  for 
costly  ($38,000  a  pair)  ull 
hi-fi  speakers.  B&w  engine 
shaped  them  like  the  coch 
or  inner  ear,  saying  t 
helped  the  sound.  They  sp 
three  years  and  $400,000  { 
fecting  the  sleek, 
eye-catching  spiral. 
Then  the  company 
discovered  that 
the  idea  had  been 
patented  way 
back  in  the  1930s 
by  a  U.  S.  compa- 
ny called  stc,  be- 
lieved to  be  de- 
funct now. 

The  patent  has 
long  since  expired.  NAU1 
But  B&w  product  '30s  1 
manager  Ken 
Weller  says  he  isn't  worr 
about  knockoffs:  "It  wo 
be  very  difficult  to  coj 
The  speakers — named  N 
tilus,  because  the  widen 
spiral  resembles  a  nauti 
shell — are  now  B&w's  s 
product,  with  nearly  100  s 
sold  in  then-  first  year  on 
market.  Ruth  Go 


FOOTNOTES  Annual  averaged  pro  salary  of  top  ncaa  recruit  in  1994:  $6  million;  1995  (post  NBA  rookie  salary  cap):  $2.8  ITlilliO 
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Thanks  to  Sprint  Business, 
were  filling  offices 
across  the  country." 


June  Edicurds, 
Kelly  Services 


m 


"Keeping  track  of  over  600,000 
temporary  employees  wasn't  easy.' 

Kelly  Services  has  to  fill  positions 
quickly.  But  because  each  Kelly'  office 
maintained  separate  files,  finding  the 
right  candidate  was  time-consuming 

"With  Sprint  technology,  we  can 
access  everyone  at  the  push  of  a  button." 

With  the  SprintNet"  Data  Network,  information  on 
every  employee  goes  into  a  database  That  lets  Kelly 
staff  check  availability  instantly— and  quickly  find 
the  right  person  for  the  right  job.  They  can  even  access 
personnel  files  at  over  1,000  Kelly  locations  nationwide. 

"Our  business  has  grown  30%." 

Sprint  has  helped  Kelly  Services  assign  more  people  to  more 
jobs  in  half  the  time.  Which  has  given  Kelly  the  competitive 
edge.  And  that's  a  nice  position  to  be  in.  Call  now. 

We'll  help  your  business  do  more  business,  too. 

Co//  Sprint  Business 

1800  816  REAL 

www.sprint.com 


Sprint 


We  Help  Business  Do  More  Business 


The  way  you  think  is  not  limited  by 
your  annual  billings,  or  the  number  of 
people  you  employ.  Nor  should  it  be.  If 
you  run  a  department  or  a  busi- 
ness, you  no  doubt  have 
ideas  about  how  to  make 
it  more  successful,  yet  most 
likely  are  facing  pressures  big- 
ger companies  aren't. 

Meet  Lotus  SmartSuite.® 
SmartSuite  is  all  the  software 
your  business  needs  to  stay  out 
in  front  of  your  competition. 
And  it's  so  easy  to  learn  that  you 
and  everyone  on 
your  team  will  be 
able  to  use  it  in  no 
rime.  (Th  is  is  when 
you  should  begin  to 
feel  the  pressure  beginning 
to  subside.) 

SmartSuite  gives  you 
six  desktop  software  appli- 
cations, as  opposed  to  the  mere  four  that 
other  software  suites  give  you.  Included 
are  word  processing,  spreadsheets,  data- 
base management,  graphics,  calendaring 
and  scheduling  and  a  multimedia  tool. 
SmartSuite  also  allows  you  access  to 
the  Internet. 


'he  fa 
ompa 


hat  my 
is  smaller 


le  of 


The  results?  Well,  you  can  work 
faster  and  more  efficiently.  Plus,  because 
the  applications  in  SmartSuite 
are  completely  integrated,  your 
people  are  actually  working  together 
better.  Nice,  huh?  They'll  be  creating 
professional  correspondence,  financial 
statements,  graphic  sales  presentations, 
tracking  inventory,  organizing  daily 

schedules 
and  meet- 
ings and 
publishing 
documents 
directly  to  the  World  Wide  Web. 

All  of  this  for  just  $149*  Versions 
of  SmartSuite  are  available  for 
Windows'  95,  Windows  3.1  and  OS/2"' 
and  SmartSuite  is  now  included  with 
Aptiva,  ThinkPad'  and  IBM  PC  desk- 
tops as  well  as  select  Acer;  AST*1  and 
Epson  PCs. 

There's  a  lot  more  to  tell,  but  it's 
easier  to  just  start  using  it  and  see  for 
yourself.  For  your  free  Lotus  Gallery  CD 
complete  with  a  45  day  trial  version  of 
SmartSuite,  call  1-800-TRADE-UP,  ext. 

B628,  or  visit  us  on   

the  World  Wide  Web 


at  www.lotus.com. 


Lotus. 


Working  Tbgether" 


l-800-GO-I.OTUS.  'Upgrade  only.  (019%  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus,  Working  Together.  Lotus 
proach,  Freelance  Graphics,  1-2-3  and  Lotus  Organizer  are  registered  trademarks  and  Word  Pro  is  a  trademark  of  Lotus  Development  Corporation.  Windows  is  a  registered  trademark 
orp  ,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks  of  International  Business  Machines  Corp.  All  other  products  are  registered  under  their  respective  companies. 
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A  REMARKABLE  RECORD 
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[jxt  iinii  loose  with 
id  euik  s.  Hereto  how  the 
suits  caused  one 
impan/s  culture 


Hollywood  has  its 
Oscars.  Newspa- 
pers have  their 
Pulitzers.  In  the  world 
of  magazines,  the  top 
prizes  for  outstanding 
journalism  are  the 
National  Magazine 
Awards.  This  year, 
we're  delighted  to 
report  that  business 
week  has  been  named 
a  finalist  in  two  cate- 
gories: reporting  and 
general  excellence  for 
magazines  with  a  cir- 
culation of  more  than  1 
million. 

In  reporting,  we 
were  nominated  for 
"Blind  Ambition"  (Oct. 
23,  1995),  an  investiga- 
tive report  of  wrong- 
doing at  Bausch  & 
Lomb  Inc.  written  by 
Mark  Maremont,  our 
bureau  chief  in  Boston. 
Two  months  after  this 
cover  story  appeared, 
CEO  Daniel  E.  Gill  an- 
nounced to  the  b&l 
board  of  directors  that 
he  would  take  early 
retirement. 

In  general  excel- 
lence, we  were  cited 
for  three  issues:  "Blind 
Ambition,"  "The 
Bankers  Trust  Tapes," 
and  "The  Software 
Revolution." 

The  story  on 
Bankers  Trust  Co.  (Oct.  16,  1995) 
detailed  the  inner  workings  of  a 
group  at  BT  that  sold  complex  finan- 
cial instruments  known  as  deriva- 
tives to  corporate  clients,  including 
Procter  &  Gamble  Co.  After  p&g 
sued  bt  for  fraud,  business  week 
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was  prevented  from 
publishing  the  story 
three  weeks  by  a  fe 
eral  judge.  Ultimate 
in  a  major  First 
Amendment  case,  a 
federal  appeals  cour 
completely  vindicate 
the  magazine,  declai 
the  judge's  original  i 
der  unconstitutional, 
In  "The  Software 
Revolution"  (Dec.  4, 
1995),  business  wee 
analyzed  the  profoiu 
changes  caused  by  t 
Internet — a  special  i 
port  that  offered  gr< 
insight  to  our  many 
readers. 

These  two  nomim 
tions  extend  our  re- 
markable record  of 
consistency  in  the  Is 
tional  Magazine 
Awards.  We  have  b( 
a  finalist  in  the  gene 
al-excellence  categoi 
times  in  the  past  5 
years  and  7  times  ir 
the  past  10.  We  last 
won  the  prize  in  19£ 
Few  other  magazine 
match  our  record  of 
achievement — and  n 
other  business  maga 
zine  comes  close. 

We're  proud  of  ou 
record  of  journalists 
excellence.  More  tha 
anything  else,  it  is  t 
tament  to  our  overr 
ing  goal:  providing  the  highest-qi 
ity  coverage  to  you,  our  readers. 

Editor-in-C 
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The  Merrill  Lynch  Planning  Difference 


REGARDLESS  I 


OF  THE  TAX  BRACKET  YOU 


1 


[ 


ARE  IN,  LONG-TERM  TAX  PLANNING 


] 


IS  A  BETTER  WAY  TO  HELP  YOU  SAVE  MORE, 


ESPECIALLY  WHEN  YOU  FIND  YOURSELF  IN  THIS  TAX  BRACKET 


•oesn't  every- 
rant  to  save 

r  on  their  taxes?  It's  easy  to  be  tempted  by  quick-fix, 
:erm  solutions,  but  like  anything  else  short  term,  they 
vork  lor  very  long. 

3  instead  of  making  last-minute  tax  decisions,  wouldn't 
ce  more  sense  to  take  a  big-picture  approach  to  your 
ces?  And  find  someone  who  can  help  you  with  a 
ial  plan  that'll  benefit  you  now  and  in  the  future? 
hat  someone  is  a  Merrill  Lynch  Financial  Consultant. 


Backed  by  a  team 
ot  tax-planning 

specialists,  we'll  work  with  you  and  your  accountant  on  tax- 
planning  strategies  lor  reducing  or  deferring  the  taxes  on  your 
income  and  your  investments.  So  you  can  keep  more  of  your 
earnings  now  and  in  the  years  ahead,  no  matter  what  tax 
bracket  you're  in. 

Contact  a  Merrill  Lynch  Financial  Consultant,  call 
1-800-MERRILL,  ext.  1261,  or  e-mail  to:  askml@ml.com  . 
Visit  us  on  the  Internet  at:  http://www.ml.com  . 


The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


rrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  Member  SIPC. 


Readers  Report 


IN  PRAISE  OF 
JULIAN  ROBERTSON 


We  the  47  undersigned — longtime 
friends,  present  and  former  associates, 
and  limited  partners  of  Tiger  Manage- 
ment— hereby  attest  that  Julian 
Robertson  is  a  wonderful  human  be- 
ing, whose  integrity,  caring,  and  gen- 
erosity have  enriched  our  lives  ("Fall  of 
the  wizard,"  Cover  Story,  Apr.  1).  The 
investment  record  of  Tiger,  which 
shows  a  compound  annual  gain  of  30% 
for  15  years,  speaks  for  itself.  We  re- 
fute as  false  the  impression  conveyed 
by  this  article.  It  is  an  unfair,  inaccu- 
rate portrayal  of  a  widely  revered  in- 
dividual who  continues  to  be  extraor- 
dinarily successful. 


Anthony  J.  Duke 

President 

Boys  Harbor  Inc. 

Richard  B.  Fisher 
Chairman 
Morgan  Stanley 

Richard  H.  Jenrette 
Retired  Chairman 
Equitable  Cos. 


Jack  Kemp 
Co-Director 
Empower  America 

Hugh  L.  McColl  Jr. 

CEO 

NationsBank  Corp. 

Sir  John  Templeton 
Nassau,  Bahamas 


Editor's  note:  This  letter  was  signed  by 
41  other  people. 

WHAT'S  AT  STAKE 

IN  THE  TAIWAN  STRAIT  

The  potential  repercussions  of  a  Chi- 
nese offensive  are  more  far-reaching 
than  your  report  suggests  ("Taiwan 
under  siege,"  (International  Business, 
Mar.  25).  The  booming  Asia  Pacific  re- 
gion could  be  crippled  by  a  China  will- 
ing to  use  her  military  might  to  coerce 
smaller  neighbors  to  abide  by  her  will. 
Foreign  investments  earmarked  for  the 
region  could  flee  for  safer  havens  else- 
where, and  the  Asian  economic  miracle 
could  vanish  in  a  few  months. 

If  China-Taiwan  tensions  continue  to 
escalate,  hardliners  in  the  Chinese 
military  wall  inevitably  gain  greater  po- 
litical power,  which  will  in  turn  result 
in  a  more  insular  and  antagonistic  Chi- 
nese leadership. 

The  U.  S.  has  an  important  role  to 
play  in  diffusing  this  potential  time 
bomb — delicately  balancing  diplomacy 
with  economic  sanctions — before  the 
structure  of  political  power  in  China 
is  irreparably  changed.  If  not,  the  Asia 
Pacific  as  we  know  it  today  will  be  a 
very  different  place. 

Robin  Lim 
New  York 


CORRECTIONS  &  CLARIFICATIONS 

In  "Back  in  business:  The  vacuum  tube"  (Up 
Front,  Apr.  1),  the  tube  being  produced  by 
Westrex  Corp.  should  have  been  identitied 
as  the  Western  Electric  300B. 


REAL  ESTATE:  ARE  BANKS 

UNFAIR  TO  BUSINESS?  

Thank  you  for  the  constrictive  article 
on  real  estate  ownership  ("A  homecom- 
ing for  home  buying,"  Economics,  Mar. 
25).  The  article,  however,  ignores  one 
particular  aspect  of  the  trade.  If,  for 
instance,  one  owns  a  5,000-square-foot 
house  worth  $500,000  and  applies  for  a 
$150,000  mortgage  loan,  the  banks  will 
eagerly  accommodate  the  homeowner 
and  charge  him  a  fixed  interest  rate  of 
7.25%  amortized  over  30  years. 

However,  if  the  same  property  is  lo- 
cated in  a  commercial  section  of  town, 
offering  eight  office  suites  to  small  busi- 
nessmen and  women,  the  owner  will 
have  a  hard  time  finding  a  lender  on 
the  same  terms  and  conditions.  At  best, 
the  owner  of  the  commercial  building 
will  have  to  pay  a  fixed  interest  rate  of 
somewhere  between  9.5%  to  10.25% 
amortized  over  15  years,  while  the 
prime  rate  in  both  situations  is  6%. 

By  discriminating  against  commer- 
cial buildings  or  income-producing  prop- 
erties, banks  are  suppressing  economic 
growth,  the  very  thing  that  has  sus- 
tained the  banking  business  through 
the  years. 

William  F.  VanGelder 
Santa  Maria,  Calif. 


EVEN  ILLEGAL  IMMIGRANTS 
DESERVE  PROTECTION  AT  WORK 

Employers  have  no  reason  to  be  baf- 
fled by  the  National  Labor  Relations 
Board's  recent  decision  concerning  un- 
fair labor  practices  where  the  employ- 
ees are  undocumented  immigrants 
("You  can't  fire  me — um,  or  hire  me," 
Up  Front,  Mar.  25).  They  need  only  ob- 
serve the  long-standing  nlrb  and 
Supreme  Court  case  law  that  all  work- 
ers are  entitled  to  the  protections  of 
labor  law,  regardless  of  their  immigra- 
tion status.  Otherwise,  cut-rate  em- 
ployers would  try  to  beat  competitors 
by  using  workers  who  have  no  recourse 
when  they  are  not  paid  minimum  wage 
or  are  fired  for  protesting  such  abuses. 

The  employer  in  this  case  can  have 
little  to  complain  about,  since  it  was 


undisputed  that  he  knew  from  the 
the  employees  started  work  that 
lacked  legal  papers.  It  was  only  v 
they  supported  the  union  that  he 
cided  to  fire  them.  According  to  ; 
story,  the  employer  did  not  fire  t 
for  lacking  work  authorization  but  fc 
"accident  with  a  delivery  truck." 
Board  after  a  hearing  found  that 
wi  mid  not  have  been  fired  but  for  1 
activities  in  support  of  the  union. 

The  afl-cio  will  continue  to  de 
the  rights  of  all  workers  to  the  pr< 
tions  of  our  labor  laws,  regardies 
their  immigration  status.  Second-i 
status  for  one  group  is  not  in  the  u 
est  of  any  of  our  members. 

Jonathan  P.  I 
General  Counsel,  afi 
Washin 

THE  PROMISE 

(AND  THREAT)  OF  THE  WEB 

Donald  H.  Jones  and  Industry 
are  facing  competition  from  the  lik< 
Thomas  PubUshing  Co.,  which  offers 
vertisers  in  the  Thomas  Register 
pages  on  its  World  Wide  Web  sei 
("This  is  my  last  startup.  Honest," 
pie,  Mar.  25.).  It  obviously  sees  the 
as  a  threat  to  its  business. 

But  this  misses  the  lesson  of  ir 
history — that,  as  with  print,  niche 
cialization  is  the  way  to  go.  Site 
specific  markets  such  as  Water  Or 
devoted  to  the  water  and  wastew 
industry,  will  become  the  media  (s 
speak)  for  industries  too  small  to 
port  daily  or  weekly  media. 

Frank  Straz: 
Northridge,  ( 
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'SAS  software  is  a  driving  force 
in  understanding  business  data." 


Dianne  Hurley  and  Mary  Niles  of  the  Circle  K  Corporation. 


/hen  you're  the  largest  independent 
lailer  of  gasoline  in  the  U.S..  with 
ver  2500  stores  and  annual  sales 
ipping  $3.5  billion,  one  small  change 
i  fuel  prices  can  have  a  big  impact 
n  the  bottom  line.  That's  why 
ircle  K  Corporation's  Petroleum 
roducts  and  Services  Division 
rrns  to  the  SAS  System. 

Its  analytical  capabilities,  ease 
('  use,  and  ability  to  handle  large 
mounts  of  data  put  it  above  and 
eyond  other  software."  says  Man 
files,  Petroleum  Systems  Analyst 
jr  the  division. 

fitting  Circle  Ks  Information 
Seeds  to  the  Letter 

Circle  K's  business  analysts  say 
AS  software  has  meant  tremendous 
ime  savings  in  day-to-day  business 
asks.  According  to  Dianne  Hurley, 
)irector  of  Petroleum  Pricing  and 
kdering  for  the  division,  "SAS  soft- 
ware lets  us  forge  forward  with  our 
lata,  enabling  us  to  create  pricing 
nodels,  volume  predictors,  and 
mdgets  in  record  time.  This,  in 
urn,  lets  us  make  decisions  much 
nore  quickly." 

)ata  regarding  gasoline  pricing 
s  gathered  into  GMARD  —  short 
or  Gasoline  Marketing  Analysis 
Relational  Database — a  system  built 
(vith  SAS  software.  From  there,  the 
lata  is  transformed  into  meaningful 
|>usiness  information  for  executives 
hroughout  the  Petroleum  Products 
and  Services  Division.  Niles  says, 


"The  software  lets  us  easily  add  other 
applications  and  functionality."  Now 
in  development  is  a  SAS-based  EIS 
for  non-technical  executives.  "It's  a 
big  goal  of  ours  to  provide  executive 
information  systems  that  allow  people 
at  the  top  to  quickly  and  easily  view 
data  and  make  good  business  decisions. 
To  them,  a  picture  is  worth  a  thousand 
words."  adds  Hurley. 

Call  Now  For  Your  Free 
Executive  Summary 

The  Executive  Summary  will  tell 
you  more  about  the  SAS  System 
and  its  strategic  advantages  for 
your  company. 


Just  jjive  SAS  Institute  a  call 
at  919.677.8200  or  send  us 
E-mail  at  hw@sas.sas.com 


S  VS  is  ,i  registered  trademark  "I  S  \s  Institute  Inc. 
Copyright  ©  l(>(«>  l>)  SAS  Institute  Inc. 


8MPLEX  THE 
NNECTIONS, 


How  ironic.  As  the  demands  of  your  far-flung  business  network 
become  more  painfully  convoluted,  the  solution  becomes  simplicity 
itself  Call  Digital.  You  need  to  weave  hardware  and  so f  ware 
from  different  suppliers  into  a  seamless,  productive 
whole?  Digital's  strengths  in  multi-vendor  service 
and  support  are  unequalled.  You  want  to 
harness  the  competitive  potential  of  the  Internet, 
without  exposing  your  company  to  information  highwaymen? 
Digital's  years  of  experience  in  secure  public  networking  are 
unrivalled.  Above  all,  you  have  to  plan  today  for  an 
j  j%t  enormously  uncertain  tomorrow? 

Every  Digital  solution — from  CPUs 
to  storage,  asset  management  to  migration 
services — is  engineered  to  keep  working,  to  keep  evolving,  to 


keep  paying  dividends  come  what  may.  In  other  words,  if  it's 

your  job  to  connect  an 
enterprise  with  its  data, 
its  customers,  its  partners 
and  the  world,  your  shortlist  should  be  very 


THE  SIMPLER 
THE  CHOICE. 


GOQD 


WHATEVER  IT  TAKES  SM    short  indeed.  Call  1-800-DIGITAL,  e-mail  to 
moreinfo@digital.com  or  visit  us  at  http://www.digital.com. 


ABV 

©1996  Digital  Equipment  Corporation.  Digital  and  the  DIGITAL  logo  are  trademarks  and  Whatever  It  Takes  is  a 
service  mark  of  Digital  Equipment  Corp 


Only  the   Best   Play   PGA  TOUR 


PGA  TOUR®  clothing  and  accessories  are  available  at  better  golf  shops,  department  and  specialty  stores. 

PGA  TOUR  LICENSED  MANUFACTURERS  Sun  Mountain  Sports,  Fownes  Golf.  PGA  TOUR  Apparel,  Wigwam  Mills,  Team  Effort,  Burton  Golf 


etter  From  Istanbul 


INFORMER 

"Getting  a 
piece  out  of  the 
country  is  the 
easy  part,"  says 
ex-smuggler 
Gulener,  at  the 
Archeological 
Museum  in 
Istanbul 


'ED  BY  SANDRA  DALLAS 


SMUGGLER'S 

EN  OF  ANTIQUITIES 


)uring  a  30-year  career  in  the 
underground  antiquities  trade, 
Sami  Guneri  Gulener  claims  to 
slipped  hundreds  of  priceless  arti- 
through  Turkey's  porous  borders, 
m  pass  a  10-ton  statue  through  the 
of  a  needle,"  he  boasts  over  cigars 
whiskey  at  an  Istanbul  cafe, 
ow,  although  he  denies  having  any 
ets  about  his  job  as  a  trans- 
er,  or  "jockey,"  of  stolen  and  il- 
ily  excavated  artifacts,  Gulener 
decided  to  use  his  insider's 
vledge  to  help  Turkish  authori- 
crack  down  on  a  trade  that  is 
stripping  his  country  of  much  of 
ultural  heritage.  Objects  worth 
stimated  $200  million  disappear 
Turkey  each  year,  plucked  from 
ourial  mounds  and  ancient  cities 
natolia  for  sale  to  First  World 
ctors.  Professing  an  interest  in 
ing  the  outflow,  dapper  47-year- 


old  Gulener  provides  Turkey's  Culture 
Ministry  with  smugglers'  names  and 
other  information.  "I'm  not  ashamed  of 
anything  I've  done,"  he  says.  "But  I'm  a 
patriot.  The  bureaucrats  should  know 
how  easy  [smuggling]  has  become  before 
it's  too  late  and  everything  disappears." 
Gulener  says  he  receives  no  pay  for  the 
information. 


MEDiTE  RRANEAN  SEA 


Scholars  and  gov- 
ernment officials 
need  all  the  help 
they  can  get.  Illegal 
exportation  of  Turk- 
ish artifacts  dates  at 
least  to  the  mid-19th 
century,  when  Euro- 
pean archaeology 
buffs  looted  priceless 
monuments  such  as 
the  Hellenistic  Altar 
of  Zeus  from  Perga- 
mon  and  Priam's 
Treasure  from  ancient  Troy,  without  Ot- 
toman permission.  But  experts  say  the 
trade  has  mushroomed  since  the  late 
1960s,  when  Mafia-style  outfits  sprang 
up  in  Istanbul  and  Germany  to  master- 
mind the  contraband  pipeline. 
ENDLESS  SUPPLY.  "It's  all  about  supply 
and  demand,"  says  Ozgen  Acar,  a  colum- 
nist with  the  daily  newspaper 
Cumhuriyet,  who  began  crusading 
against  the  antiquities  trade  25  years 
ago.  "Turks  realized  about  that  time  that 
they  could  buy  an  ancient  piece  for  a 
few  thousand  dollars  from  the  farmer 
who  found  it,  and  sell  it  in  New  York  or 
Munich  for  $500,000,"  he  says.  A  turn-of- 
the-century  Turkish  law  requires  that 
all  antiquities  be  registered  with  the 
Culture  Ministiy  within  a  month  of  their 
discovery,  and  nobody,  not  even  the 
state,  can  legally  sell  them  abroad.  That 
means  that  at  some  point  along  the  way, 
most  Turkish  antiquities  in  foreign  col- 
lections were  acquired  illegally. 

Before  the  international  smuggling 
rings  took  over,  the  antiquities  trade 
was  centered  in  Istanbul's  labyrinthine 
Grand  Bazaar  where,  over  glasses  of 
tea,  shops  peddled  all  kinds  of  artifacts 
picked  up  from  thieves  and  grave  rob- 
bers. Now,  experts  on  both  sides  of  the 
law  say,  some  85%  of  this  booty  passes 
through  neighboring  Bulgaria,  sev- 
eral  hours'  drive  north  from  Istan- 
*M  bul.  A  few  thousand  dollars'  worth 
I  of  baksheesh,  or  gratuity,  is  usually 
all  it  takes  to  persuade  customs  of- 
ficials at  the  frontier  to  look  the  oth- 
er way.  That  makes  the  Turkey-Bul- 
garia corridor  one  of  Europe's  major 
gateways  for  narcotics,  stolen  cars, 
and  guns,  as  well  as  antiquities. 

Lack  of  a  cultural-protection  pact 
between  the  two  countries,  such  as 
the  one  Turkey  has  with  Greece, 
makes  things  easy  for  antiquities 


Since  the  late  '60s,  Mafia-style  outfits  in  Istanbul  and 
Germany  have  dominated  the  illegal  trade  in  artifacts 
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BBhe  complexity  of  the  current  tax  code  is  unwieldy,  inefficient  and, 
all  too  often,  unfair.  A  substantially  simplified  tax  code,  perhaps  a  flat 
tax,  would  clearly  improve  the  situation  —  at  least  for  all  the  businesses 
and  individuals  who  can't  afford  legions  of  accountants  and  lawyers. 

At  The  CIT  Group,  we  believe  that  tax  reform  is  just  one  of 
the  many  ways  government  operations  should  be  streamlined. 
American  government  needs  to  follow  the  example  of  American 
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industry  and  become  more  productive,  more  efficient  and  more 
tightly  focused  on  service  quality. 

We  know  it  can  work,  because  we've  seen  it  happen. 
We  provide  the  funding  that  helps  thousands  of  companies  take 
the  steps  they  need  to  compete.  For  further  information 
on  how  The  CIT  Group  can 

TEE 


help,  call 


1-800-CIT-1908. 


Hot 


Americas 
Most  Experienced 
Asset- Based 
Lender. 


Turn  your  excess  inventory 

into  a  tax  break 
and  help  send  needy 
kids  to  college 


Call  for  your 
free  guide 

to  learn  how 
donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 

Call  (708)  690-0010 


P.  O.  Box  3021 
Glen  EllynJL  60138 
Fax  (708)  690-0565 


Need  some  help 
with  that? 

Excess  inventory  today  ....student  opportunity  tomorrow 


This  isrit  the  only 
version  of  this  story. 


Introducing  IBM  infoSage.  The  online  service 
that  recognize*  no  two  people  think  (dike. 

Ba-fil  mi  tlv  per-onal  profile \ou  till  out.  IBM  intoSage 
[in  ibes  i  »ver  '1.1^  10  ?ources  to  deliver  a  comprehensive 
version  of  the  event.-.  And  it  come-  right  to  vour 
desktop.  For  a  30-day  trial',  visit 
http://w  w  tv.infosage.ibm.com  or 
call  us  at  1  800  210-5857.  Alter  all.  there  an-  always 
more  sides  to  a  -ton  than  just  one. 

Solutions  for  a  small  planet'     E  — — 2.  — ~z 


sign  up 


eve 
An 
tha 
tha 


traders.  Once  the  items  are  safely  acros 
the  Eulgarian  border,  they  can  be  ex 
ported  legally.  They  are  usually  taken  t 
the  Sofia  Airport,  then  flown  to  dea 
ers  in  Western  Europe. 

Home  at  various  periods  to  mor 
than  30  civilizations.  Turkey  provide 
smugglers  with  a  practically  endles 
supply  of  objects:  Lycian  coins.  He] 
lenistic  statues,  Byzantine  silver, 
elaborately  carved  mosque  doors 
with  more  ancient  Greek  sites 
Greece  and  more  Roman  cities 
Italy.  Turkey  has  in  recent  decades  sui 
passed  both  countries  as  the  larges 
source  of  classical  artifacts.  Guard- 
ing ancient  sites  is  practically 
impossible,  since  many  are  .^^nl 
uncharted  and  others 
are  too  remote  or  too 
vast  to  protect. 
"CULTURED."  "Get- 
ting a  piece  out  of 
the  country  is  the 
easy  part,"  says  Gu- 
lener.  who  claims  to 
have  jockeyed  out  of 
Turkey  several  artifacts 
now  displayed  in  European 


For  a  "gratuity, 
customs  officials  on' 
the  Bulgarian  border 
will  look  the  other  wa>; 


and  American  museums.  The  adven 
of  Mafia-like  smuggling  rings,  whic 
government  officials  say  are  controlle 
by  three  Istanbul-based  family  group; 
has  made  selling  to  international  buyer 
easier,  too.  The  rings  have  the  "abilit; 
to  market  the  items  through  their  in 
temational  connections,"  including  pos' 
European  art  galleries  and  jet-settin 
collectors,  says  Gulener,  who  hesitate 
to  call  the  rings  Mafias.  "That  won 
conjures  images  of  uneducated  gang 
sters.  But  these  guys  are  really  ver 
cultured,  and  they  tend  to  have  a  bet 
ter  eye  for  quality  than  most  schol 
ars."  Gulener  says.  He  claims  th< 
groups  rarely  resort  to  violence,  evei 
against  informers  such  as  himself.  " 
don't  think  they're  going  to  break  m; 
legs,"  he  says,  laughing. 

Turkish  officials  are  not  so  blase 
"We're  losing  the  battle."  says  Kutla; 
Celik.  head  of  the  Istanbul  Polio 
Dept.'s  financial-crimes  unit,  whic] 
oversees  an  antiquities  force  of  just  1! 
officers.  "Given  the  size  of  our  gi'OU] 


our  small  budget,  we're  doing  well, 
we're  still  catching  only  about  5% 
le  antiquities."  Things  are  changing 
ttle,  thanks  to  tips  from  insiders 
1  as  Gulener.  The  force  has  netted 
e  than  1,500  pieces  worth  nearly 
nillion  in  the  last  three  months 
e,  Celik  says,  proudly  showing  pho- 
of  recovered  artifacts  stored  in  the 
city's  new  police 
i  headquarters.  The 


TORSO  TIFF: 

Did  New  York 
collectors 
buy  this  piece 
of  "Weary 
Hercules" 
from  crooks? 


:ued  patrimony  is  turned  over  to 
e-owned  museums. 
!elik  is  pushing  for  an  expansion  of 
antiquities  force.  He  also  wants  the 
ernment  to  amend  laws  that  essen- 
y  require  police  to  catch  antiquities 
igglers  red-handed  in  order  to  pros- 
;e  them.  "When  we  catch  them  with 
objects,  all  they've  got  to  do  is  say 
j  just  obtained  the  item  the  day  be- 
and  were  about  to  register  it  with 
Culture  Ministry.  It's  difficult  to 
^e  them  wrong.  And  we  never  real- 
;et  close  to  catching  the  ringleaders 
he  act,"  he  says. 

ER  BEWARE.  The  government  may 
e  better  luck  targeting  the  buyers, 
ned  with  a  $50  million  government 
■  chest,  Engin  Ozgen,  the  Culture 
istr/s  director-general  of  monuments 

museums,  is  waging  battle  in  over- 
3  courts  and  law  offices  against  for- 
i  buyers  of  antiquities  that  Turkey 
ards  as  stolen  or  illegally  excavated. 

making  some  high-profile  recoveries, 
hope  to  make  collectors  think  twice 


\ffomen  of  childb  earing  years  need  folic 
acid  every  day.  Because  you  never  knoiv 

-  \ 

who'll  be  stopping  by. 

i  iidi  s  wny  inc  iviciicn  oi 

Dimes  recommends  getting 

.4  milligrams  of  folic  acid 

1  III 

every  day  before  you  be- 

come pregnant.  This  helps 

\  iiiiiifi|t~ 

reduce  the  risk  of  certain 

birth  deferrs  IfflifflMffiBl 

Think  ahead  for  a  healthy  baby.  For  more  information 
contact  your  health  care  provider  or  call  the  March  of  Dimes. 

Do  you  want  the 
background  on  this  ? 


Introducing  IBM  infoSage.  The  online  service 
that  recognizes  no  two  people  think  alike. 

Based  on  the  personal  profile  you  fill  out,  IBM  infoSage 
delivers  the  news  and  the  stories  behind  the  news  - 
right  to  your  desktop.  For  a  30-day  trial,*  visit 

http://www.infosage.ibm.com  or 
call  us  at  1  800  210-5857.  We'll 


oign  up 


give  you  all  the  details. 


Solutions  tor  a  small  planet " 


*  Please  request  order  #F8 
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NATIONAL     CENTER     for      FAMILY  LITERACY 


One  in  five  American  adults 
cannot  read  well  enough  to 
understand  tins  ad. 

1  liar  's  why  the  National  | 
Center  tor  Family  Literacy 
is  currently  behind  literacy 
programs    for    families  in 


Suite  200-B,  325  West 
Main  Street.  Louisville, 
Kentucky  40202-4251,  for 
information  on  how  to  sup- 
>ort  family  literacy.  Or  call 
502  )  584-1133  ext.  33. 
If  we,  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1.000  communities 
across  America.  But  there  is 
much  more  we  need  to  do. 


We  urge  vou  to  write  the 
National  Center  for  Family 
Literacy.  Waterfront  Plaza, 


achieve  full  literacy 
then  we  can 
achieve  anything 


4 


Wl    \kl  GRATEPUI    rO  l"HIS  PUBLK  \TION  FOR  SUPPORT  IN  PRINTING  THIS  AD, 


More  on  this 
later  today. 


Introducing  IBM  inf'oSage.  The  online  service 
that  recognizes  no  two  people  think  alike. 

Based  on  the  personal  profile  you  fill  out.  IBM  infoSage 
will  probe  over  2.200  sources  to  deliver  only  the 
information  you  need  right  to  your  desktop  -twice  each 
business  day.  For  a  30-day  trial,*  visit 
http://www.infosage.ibm.com  or 
call  us  at  1  800  210-5857.  Naturally,  we'll  he  here 


Sign  up 


throughout  the  da\. 


Solutions  for  a  small  planet"    ^         — — — 


'  Please  request   der  #D8 

©1996  IBM  Corp 


about  buying  Turkish  artifacts  wii 
questionable  background,"  says  0z{ 
In  a  case  that  has  become  a  a 
celebre  in  Turkey,  Ozgen  and  comr. 
have  set  their  sights  on  a  sculpl 
fragment  jointly  owned  by  New  T 
collectors  Shelby  White  and  Leon  L 
and  the  Museum  of  Fine  Ails  in  Bos 
The  marble  fragment  is  the  top  half 
so-called  "Weary  Hercules"  statue,  p 
ably  a  2nd  century  A.  D.  Roman  cop 
a  bronze  original  by  the  Greek  ma 
sculptor  Lysippus.  The  bottom  ha. 
displayed  in  the  main  lobby  of  the 
talya  museum  in  southern  Turkey. 
COURT  CHASE.  Turkey  claims  smugg 
got  hold  of  the  torso  fragment  aftt 
was  unearthed  in  1980  at  an  excava 
in  the  ancient  city  of  Perge,  13  it 
northeast  of  Antalya.  Then  the  p 
probably  was  whisked  to  Istanbul 
jockeyed  via  Bulgaria  to  a  dealei 
Western  Europe.  For  their  part,  W 
and  Levy  contend  they  purchased  i 

Istanbul  police,  witl 
just  15  officers  on  th 
smuggling  beat,  say 
they're  overwhelme< 

the  early  1980s  from  a  well-known  d 
er  in  Switzerland.  "We  have  no  i 
how  it  came  out  of  [Turkey],"  Li 
says.  "We  bought  it  on  the  advice 
a  very  respected  curator."  Turk< 
lawyers  have  prepared  a  lawsuit  t 
could  eventually  force  the  Americans 
give  up  the  statue.  Boston  museum 
ficials,  who  say  no  such  lawsuit  has  b 
filed,  claim  the  Turkish  government 
never  presented  convincing  evide: 
that  the  fragment  was  discovered 
Perge  or  that  it  was  smuggled  out 
the  country. 

Gulener  contends  Turkey  would 
better  off  spending  its  money  in 
marketplace  rather  than  the  courtrot 
"If  the  government  really  wants  to  s 
this  trade,  they've  got  to  give  the  r 
seums  more  money  to  compete  [w 
international  buyers],"  he  says.  Gulei 
thinks  the  laws  should  be  changed  to 
low  more  private  collecting  in  Turk 
And  a  cultural  agreement  with  Bulg 
ia  would  help,  he  adds.  Until  then,  s; 
Gulener  with  a  shrug,  "there  will 
ways  be  buyers."  And  where  there  ; 
buyers,  there  will  always  be  smuggle 

JOHN  D0> 

Doxey  writes  for  BUSINESS  WE 
from  Istanb 
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-  D  on't  Just  Think  About 

Protecting  Power  .Think  About 

Knowing  What  To  Do  With  It. 


^oday,  people  and  companies 
the  world  over  rely  on  electronic 
systems.  And  it's  more  important 
than  ever  to  protect  data  that's  critica 
for  business.  Keeping  those  systems  up 
and  running  100%  of  the  time  requires  having  two 
kinds  of  power  within  easy  reach.  Electrical  and  personal. 
Electrical,  to  protect  against  power  fluctuations  ranging  from 
spikes  and  surges  to  total  outages.  And 
personal,  to  control  not  just  the  availability 
of  power,  but  also  the  consistent  quality 
and  knowledgeable  management  of  power. 
•  •  ►  For  that,  you  need  more  than  merely 
UPS  (Uninterruptible  Power  Systems) 
hardware.  You  need  Strategic  Power 
Management.™  A  systematic  approach  that  mobilizes 
technology,  service,  and  software,  as  well  as  hardware, 
to  ensure  critical-system  uptime. 

Superior  technology.  You  can  take  comfort  in  the  fact 
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36  USC  380 

USA 

Official  Licensed 
Product  of  the  1996  U.S. 

Olympic  Team. 
(Only  available  for  sale 
in  the  United  States.) 

that  nearly  every  major  "first"  in 
power  management  has  our  name 
on  it.  Including  the  first  power 
conditioner  that  uses  a  "virtual" 
battery  to  simulate  a  battery  instead  of 
the  stark  realities  of  draining  a  real  one. 
Worldwide  service.  Help  and 
consultation  are  always  near  from 
our  more  than  1,000 

factory-trained  techni-     oatarrame- computer  mom 

'  monitoring  lets  you  manage 

geographically  remote  enterprises 
CianS.  (The  WOrld'S  from  a  single  desktop 

largest  dedicated  UPS  service  force,  available 
24  hours  a  day,  worldwide.) 

we  are  pmud  to  support  the  19%  us  Olympic  Team  with       Comprehensive  products.  To  satisfy  any 

our  Powerware'  Prestige  1500  US  Olympic  Edition.  Your 

purchase  helps  support  Americas  Olympic  athletes,    need  you  might  have,  we  offer  the  industry's 
widest  range  of  off-the-shelf  and  customized  solutions  for 
everything  from  a  worldwide  network  to  a  desktop  PC. 
So,  what  can  you  do  with  power? 
Contact  us,  and  you  can  do  just  about  anything  you  want. 


Within  U.S.A.:  (Tel)  1-800-554-3448,  ext.  800  or  1-919-872-3020,  (FAX)  1-800-75-EXIDE 
International:  (Tel)  +  1-919-870-3235,  (FAX}  +  1-919-870-3300,  Internet:  http:  //www.exide.com/exide/,  Email:  info@exide.com 
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ou've  calculated 

the  COSt  of  your 

FLOOR  SPACE. 

NOWt  ake  a  look 

at  the  other  99^ 
OF  YOUR  SPACE. 


Have  you  thought  about  the  cost 
of  your  air  space?  Johnson  Controls 
has.  It  averages  over  $10  a  square 
foot.  And  energy  is  the  small  part. 
The  related  maintenance,  repair 
and  staffing  costs  are  much  larger. 
Add  in  security,  communications, 
real  estate  management  and  other 
operations,  and  the  costs  become 
staggering.  Over  $70  billion  in 
North  America  alone  last  year.  It 


takes  big  dollars  to  run  a  facility. 
But,  with  superior  management 
practices,  the  savings  can  also  be 
big,  even  millions.  Johnson  G)ntrols 
has  the  experience  and  resources 
to  help  you  achieve  these  savings. 
Give  us  a  call  at  1-800-972-8040, 
ext.  297.  And  keep  your  dollars 
from  disappearing  into  thin  air. 

JQHNSON 
CONTROLS 
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BOOK  BRIEFS 

LOVE  THY  NEIGHBOR 
A  Story  of  War 

By  Peter  Maass 
Knopf  •  305pp  •  $25 

BOSNIA'S  HORROR 

Near  the  beginning  of  Love  Thy 
Neighbor,  Peter  Maass  vividly  de- 
scribes the  centuries-old  Balkan  impaling 
technique,  including  the  bonus  paid  to 
the  executioner  if  the  writhing  victim 
remains  alive  for  a  long  time. 

In  Maass's  gripping  account  of  the 
war  in  Bosnia,  that  scene  serves  at  once 
as  a  historical  reminder  of  the  deep 
roots  of  the  Bosnian  blood  feud  and  as 
an  early  warning  of  what  is  to  follow: 
Maass's  personal  tour  through  the  hor- 
ror show  that  was  Bosnia.  As  the  U.  S.- 
brokered  Dayton  peace  accord  shows 
signs  of  unraveling,  the  ethnic  players  in 
the  former  Yugoslavia  may  well  pick 


up  where  they  left  off,  making  this  well- 
written  book  even  more  disquieting,  and 
more  timely. 

Maass,  a  Washington  Post  reporter, 
covered  Bosnia  as  a  first-time  war  cor- 
respondent during  1992  and  1993.  Oth- 
ers broke  the  news  about  ethnic  cleans- 
ing and  mass  rape.  Nor  is 
deep  analysis  his  strong  suit 
here:    Flaws    and  naivete 
plague  Maass's  reading  on    M  »  i  o 
such  matters  as  U.  S.  and  Eu- 
ropean policy  toward  Bosnia. 
But  the  author  more  than 
overcomes  such  shortcomings 
with  sensitive  writing  that 
brings  a  reader  face-to-face 
with  a  genocidal  war. 

Documenting  the  horrors 
that  Serbia's  military  machine  inflicted 
as  it  tried  to  eradicate  the  Bosnian  Mus- 
lims and  their  history,  Maass  makes  no 
pretense  of  neutrality.  And  his  keen  eye 
catches  plenty  of  cruel  absurdities. 
While  diplomats  dawdle,  the  head  of 
U.  N.  peacekeepers  in  Bosnia  further 


TO  £L  Y   O  V 
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delays  a  Western  response  to  £ 
atrocities  with  suggestions  that  Bosr 
have  been  shelling  their  own  peopl 
win  sympathy.  Later,  he  repeats 
false  assertion  during  U.  S.  speal 
tours  partly  financed  with  Serb  mo 
The  reader  can't  help  but  empat 
with  Maass  as  he  is  pulled 
T  H  T      the  moral  quagmire.  While 
iting  Muslims  held  in  £ 
boh     concentration  camps,  Mi 
understands  that  his  pres< 
is  "just  another  form  of 
ture"  for  prisoners  who  c 
be  killed  for  merely  listei 
to  a  reporter's  question. 

Bosnia  produces  v 
Maass  calls  "war  porn" 
at  first  gripped  America's 
terest  and  then  grew  tiresome  as 
New  World  Order  turned  into  a  bk 
victims  from  Bosnia,  Rwanda, 
Ethiopia.  Those  who  have  become  js 
over  these  outrages  can  read  this  1: 
and  feel  an  all-too-fresh  anguish. 

BY  BILL  JAVE" 


SLEEP  THIEVES 

An  Eye-opening  Exploration  Into  the  Science 
&  Mysteries  of  Sleep 

By  Stanley  Coren 

Free  Press  •  304pp  •  $24 

SHORT  ON  Ills 

Lack  of  sleep  causes  more  than 
drowsiness  at  morning  meetings.  As 
University  of  British  Columbia  psychol- 
ogy professor  Stanley  Coren  details  in 
Sleep  Thieves,  the  condition  causes  thou- 
sands of  accidents  each  year  on  high- 
ways, in  hospitals,  and  on  the  factory 
floor.  Indeed,  sleep  deprivation  played  a 
role  in  the  nuclear 
S  I  6  €  p        accident  at  Cher- 
Thi€V66       n°byh  the  Exxon 
Valdez  oil  spill,  and 
Z'^ZT.','*™"'^     the  space  shuttle 
^PP^     Challenger  tragedy. 
*  "*  mjd        Coren  condenses 
.  S**"     a  large  body  of  sci- 
,  .  '  entific  material  on 

the  pathology  of 
STANLEY  COREN  sleeplessness  '  and 
documents  its  high 
social  costs.  H<-  presents  technical  and 
statistical  evidence  in  an  easy  style. 
Best  of  all,  he  has  woven  in  superb  re- 
porting from  interviews  with  truckers, 
medical  workers,  ni  rhl  w  atchmen,  and 
other  sleep-deprive  folks  whose  lack 
of  alertness  and  disk  ted  mental  states 
could  place  any  of  us  danger. 

I  n  one  interview,  se    ral  young  med- 
al residents  convey  a  alien  antipathy 


toward  their  patients  that  dramatizes 
the  author's  description  of  the  pathology 
of  sleep  deprivation.  After  18-plus  hours 
on  the  job,  one  exhausted  doctor  re- 
ports that  he  is  more  interested  in  a 
place  to  take  a  nap  than  in  his  patients. 
"You  start  to  wish  that  the  patient  will 
die  so  that  the  bed  will  clear,"  he  says. 
"No  you  don't,"  one  of  his  colleagues 
quickly  protests.  "Too  much  paperwork!" 

Coren  dwells  a  bit  too  much  on  what 
sleep  is  and  why  we  need  it.  And  hav- 
ing diagnosed  the  social  problem,  he  is 
weak  on  prescriptions.  But  these  are 
minor  flaws  in  an  important  study  of  a 
vastly  underreported  problem. 

BY  NEIL  GROSS 


POP  INTERNATIONALISM 

By  Paul  Krugman 

MIT  Press  •  221pp  •  $22.50 

NOT  SO  DISMAL 

Once  upon  a  time,  economists  knew 
how  to  write.  The  prose  of  Adam 
Smith,  David  Ricardo,  and  Karl  Marx 
positively  shimmers,  especially  next  to 
the  dense  equations  favored  by  current 
practitioners  of  the  dismal  science.  In- 
deed, it  would  shock  many  to  learn  that 
one  of  the  greatest  polemics  of  the  20th 
century,  The  Economic  Consequences 
of  the  Peace,  a  denunciation  of  the 
treaty  ending  World  War  I,  was  written 
by  an  economist,  John  Maynard  Keynes. 

But  that  was  more  than  70  years  ago. 
So  thank  goodness  for  Paul  Krugman. 


The  reigning  Young  Turk  of  econoi 
not  only  knows  his  math  but  also  wi 
a  mean  pen.  And  his  virtuosity  is 
display  in  Pop  Internationalism. 
book,  a  collection  of  previously  publii 
essays,  takes  aim  at  those  who  he  i 
write  about  international  economics 
"'win-lose'  competition  among  nati 
but  refer  to  "little 
or  nothing  of  what 
economists  think 
they  know  about  in- 
ternational trade." 

Big  names  such 
as  Lester  Thurow, 
Robert  Reich,  and 
Clyde  Prestowitz 
come  in  for  tough 
blows.  Krugman 
rails  against  them 
for  overstating  trade's  harm  to  the  1 
economy,  for  overblowing  the  thi 
posed  by  developing  countries,  and 
conjuring  a  bogey  called  competit 
ness  to  justify  dumb,  harmful  econ 
ic  programs. 

Ultimately,  Krugman  argues  that 
not  trade — which  accounts  for  < 
around  10%  of  gross  national  produ 
but  poor  productivity  that  is  respc 
ble  for  America's  falling  wages.  As  fa 
of  the  now  accepted  notion  that  spe 
ization  in  key  industries  explains  muc 
modern  international  commerce,  he  bi 
a  convincing  case.  These  essays  ma; 
repetitive  at  times,  but  they  easily  1 
the  talk-show  pabulum  that  so  o: 
passes  for  economic  analysis  these  d 
'BY  KEVIN  KE 
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Union  Pacific  /  Chicago 
and  North  Western 

$2.3  billion 


'"A  partial  list  of  transactions  named  by 
or-  more  of  the  following  publications:  Corporate 
cc.  Euromoney,  Institutional  Investor,  International 
ing  Review,  Investment  Dealers'  Digest  and  others. 
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At  CS  First  Boston, 
our  innovative  thinking 
leads  to  investment 
banking  transactions 
that  win  awards.  More 
importantly,  it  earns 
the  respect  of  our 
clients. 


831  GS  First  Boston 


Jan  Deen  was  captivated  by  a  bicycle 
more  mini  tban  a  Mini. 


7 


Jan  Deen  of  Union,  a  famous  name  in  bicycles,  had  seen  folding  bicycles  before, 
never  anything  as  revolutionary  as  the  Dahon  Classic  from  Taiwan. 

I  ven  with  16-inch  wheels,  it  could  easily  be  stowed  in  the  trunk  of  his  Mini. 
He  flew  a  sample  back  to  Holland  in  the  overhead  bin  of  a  747. 

Dahon.  the  world's  largest  folding  bike  company,  is  in  Taiwan  because  of  the 
[plentiful  supply  of  skilled  labor  and  the  flexibility  in  sourcing  components. 

Now,  overseas  clients  such  as  Raleigh,  Bridgestone,  and  Subaru  come  to 
Dahon  for  similar  reasons.  They  are  seeking  Taiwan's  exclusive  property  : 
IWOYALUE.  That  is.  innovation  in  design  and  manufacturing  that  gives 
added-value  to  leading  edge  products. 

Innovalue  has  just  produced  the  world's  first  text-to-voice  computer 
pi  ij  ram.  And  it  has  helped  a  high  tech  racing  helmet  become  affordable  to 
thousands  of  cyclists. 

In  Taiwan,  you'll  find  Innovalue  in  so 
many  product  areas.  Perhaps  yours.  If 
you're  interested,  reach  us  on  the  Internet. 
You'll  liscover  that  it's  not  just  products, 
but  ide;  hkI  especially  value  that  are 
VEKV       II  .1 .  MADE  IN  TAIWAN. 
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in  countries  all  over  the  world.  1 


(a* 


Selected  Taiwan  products 
carry  this  Symbol  of  Excellence. 
It  Is  awarded  annually  by  an  expert  panel  of 
judges  only  to  products  which  excel 
in  quality  and  innovative  design. 

TAIWAN. 
The  Marketplace 
for  Innovalue" 


Internet  http:  //www.tptaiwan.org.ft 


The  ingenious  Dahon  Classic,  despite  its 
light  weight,  has  enormous  strength  and 
reliability  and  t  an  Ik*  unfolded  for  riding 
in  LO  seconds." 
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)EATH  OF  COMPETITION 

irship  &  Strategy  in  the  Age  of  Business  Ecosystems 

Ties  F.  Moore 

eBusiness  •  297pp  •  $25 


BE  NEW  BIOLOGY 
F  BIG  BUSINESS 


^he  world  of  business  has  turned 
upside  down.  Bitter  rivals  now 
routinely  plot  out  ways  to  col- 
■ate.  Suppliers  of  critical  parts  or 
ces  are  becoming  partners  with 
rmers.  And  long-valued  customers 
turning  into  competitors.  If  busi- 
is  war,  then  enemies,  and  allies, 
everywhere. 

gh-technology  companies  have 
m  this  for  as  long  as  the  micro- 
issor  has  been  around — erasing  bar- 
to  entry  and  reducing  differences 
een  brands.  The  boundaries  that 
clearly  separated  computer  mar- 
have  been  blurring,  clouding  the 
i  of  competition.  So  common  had 
pairings  of  friend  and  foe  become 
le  late  1980s  that  Raymond  Noorda, 
egendary  former  chairman  of  No- 
[nc,  coined  the  buzzword  "coopeti- 
to  describe  them. 

3w  comes  James  F.  Moore,  author 
he  Death  of  Competition,  with  a 
1  more  elaborate  analysis.  Moore 
business  leaders  must  face  the 
I  Our  traditional  assumptions  about 
>try  are  dead.  Challenging  "the  pre- 
stion  that  there  are  distinct,  im- 
ible  businesses  within  which  players 
nble  for  supremacy,"  Moore  offers  a 
view  of  what  he  dubs  the  "business 
retem."  Increasingly,  he  says,  a  corn- 
competes  across  a  variety  of  in- 
ries — which  together  make  up  its 
ystem.  The  companies  within 
^sterns  compete  and  very  often  co- 
ate  on  many  levels,  coming  up  with 
rations,  creating  new  products,  and 
ing  customers.  Competitive  advan- 
comes  from  understanding  the 
less  environment  and  evolving  with 
hile  establishing  an  unassailable  po- 
n  in  one  corner  of  the  ecosystem, 
as  Intel  Corp.  has  in  microproces- 
or  Wal-Mart  Stores  Inc.  in  retailing, 
nfortunately,  Moore's  attempts  to 
ide  a  concise  definition  for  this  in- 


triguing concept  are  not  successful.  He 
vaguely  describes  a  business  ecosystem 
as  "an  economic  community  supported 
by  a  foundation  of  interacting  organi- 
zations and  individuals — the  organisms 
of  the  business  world." 

Luckily,  tangible  examples,  such  as 
Microsoft  Corp.,  give  a  good  idea  of 
what  Moore  has  in  mind.  Gates  &  Co. 
participate  in  an  ecosystem  that  cuts 
across  several  traditional  businesses,  in- 
cluding personal  computers,  consumer 
electronics,  corporate-information  sys- 
tems, and  communications. 
But  Microsoft's  unassailable 
position  comes  from  domi- 
nating one  corner  of  the 
techno-ecosystem — the  mar- 
ket for  desktop-computer 
operating  systems. 

Despite  the  book's  title, 
Moore  doesn't  really  believe 
competition  is  dead.  As  a 
management  consultant 
who  has  worked  with  such 
companies  as  at&t  and 
Hewlett-Packard  Co.,  he  ar- 
gues instead  that  competi- 
tion is  both  intensifying  and  taking  on  a 
new  form.  Now  managers  must  think 
on  a  broader  scale,  anticipating  the  evo- 
lution of  their  ecosystems  and  keeping 
an  eye  out  for  the  emergence  of  new 
ones,  such  as  Home  Depot-like  specialty 
superstores  in  retailing. 

Netscape  Communications  Corp.'s  ex- 
perience with  the  Internet  provides  an- 
other illuminating  illustration.  Moore  de- 
scribes how  Netscape  recognized  the 
change  that  powerful  computer  networks 
would  bring  to  the  computer  industry 
and  moved  aggressively  to  stake  its  claim 
by  distributing  its  Web-browser  software 
free.  In  Moore's  view,  the  Internet  rep- 
resents an  ecosystem  in  the  early  stages 
of  evolution.  However,  he  offers  little 
about  the  Internet's  future  or  its  effect 
on  the  old  ecosystem's  leader,  Microsoft. 


Hill  Of 
CllfflM 


LEADERSHIP  &  STRATEGY 

IN  THE  AGE  OF 
BUSINESS  ECOSYSTEMS 


JAMES  F.  MOORE 


Moore  relies  heavily  on  metaphors 
from  biology  and  ecology.  Plainly,  his 
grasp  of  these  fields  is  impressive  (he 
admits  a  biologist-consultant  provided 
backup),  and  his  images  are  effective. 
Only  once  does  he  go  too  far:  "Horse 
waste,"  he  says,  "may  be  distinctly  un- 
appealing to  us,  [but]  it  represents  a 
wonderful  opportunity  to  a  fly  or  fungal 
spore."  Thanks  for  sharing. 

For  the  most  part,  Moore's  argu- 
ments are  convincing,  although  at  times 
they  come  across  like  standard  market 
analysis.  Still,  he  intelligently  lays  out 
what  he  describes  as  the  four  stages  of 
market  evolution:  pioneering,  expansion, 
leadership,  and  self-renewal.  For  illus- 
tration, Moore  turns  to  the  auto  indus- 
try, which  provides  ample  illustrations  of 
nearly  every  stage,  from  the  early  days 
of  motorcars  to  the  entry  of  Japanese 
manufacturers  to  U.  S.  carmakers'  dra- 
matic reinvention  of  themselves. 

In  Moore's  schema,  Intel  may  repre- 
sent the  most  evolved  company.  The  au- 
thor details  Intel's  hegemony 
in  chips  and  astutely  points 
out  the  friction  with  some 
PC  makers  such  as  Compaq 
Computer  Corp.  over  Intel's 
practice  of  convincing  PC 
buyers  that  they  need  ever- 
faster  technology — which  is 
great  for  Intel,  but  puts  a 
big  strain  on  PC  makers.  But 
as  with  the  Internet  and  Mi- 
crosoft, Moore  passes  up  the 
opportunity  for  a  more  for- 
ward-looking discussion.  If, 
as  Compaq  charges,  many 
customers  would  be  happy  with  a  cheap- 
er PC  with  a  slower  chip,  Intel's  relentless 
drive  to  high-end  machines  could  repre- 
sent an  ecosystem-damaging  practice.  In 
fact,  some  analysts  believe  that,  in  com- 
puters, the  rate  of  growth  is  slowing  be- 
cause prices  are  too  high  to  reach  new 
buyers.  Unfortunately,  Moore  doesn't  pick 
up  on  this  issue. 

Still,  The  Death  of  Competition  will 
become  essential  reading  for  managers 
who  want  to  put  today's  business  cli- 
mate into  a  larger,  albeit  ecological,  con- 
text. At  a  time  when  the  business  envi- 
ronment changes  so  rapidly,  perhaps  a 
basic  understanding  of  ecosystems  could 
be  the  key  to  better'  management. 

BY  IRASAGER 
Sager  covers  computing 
for  BUSINESS  WEEK. 


COMPANIES  NOW  COMPETE  ACROSS  A  VARIETY  OF 
IDUSTRIES,  WHICH  MAKE  UP  THEIR  "ECOSYSTEMS" 
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WE'RE  MAKING 

Today,  for  doctors  and  patients  alike,  the 
diagnosis  has  never  been  better.  Because 
thanks  to  diagnostic  systems  developed  by 
Bayer,  getting  quick,  accurate  diagnosis  has 

IT  EASIER 

gotten  easier.  From  automated  analyzers 
that  allow  hospitals  and  laboratories  to 
get  precise  blood  and  urine  analyses,  to 
blood  glucose  meters,  which  let  diabetics 

FOR  YOU  TO 

get  convenient  and  reliable  blood  glucose 
readings  at  home.  Along  with  important 
diagnostics,  including  medical  imaging, 
Bayer  manufactures  pharmaceuticals 

GET  INSIDE 

that  treat  illnesses  from  hypertension,  to 
heart  disease,  to  infection.  As  one  of  the 
world's  leading  developers  of  diagnostics 
technology  and  pharmaceuticals,  our 

INFORMATION. 

name  goes  way  beyond  aspirin.  Because 
at  Bayer,  we  know  that  true  medical 
progress  begins  with  the  products  that  give 
you  and  your  doctors  every  advantage. 

Bayer 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in 
health  care,  chemicals,  and  imaging  technologies. 
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BY  STEPHEN  H.  WILDSTROM  

CUTTING  YOUR 
VERY  OWN  CD 


The  Philips 
CDD2000  drive 


Simpler  software  and 
cheaper  recorders 
make  it  easy  to  store 
mountains  of  data 

The  ad  shows  a  quartet 
of  business  types  try- 
ing to  look  cool.  The 
headline  announces:  "A  killer 
light  show,  multiple  graphics, 
and  a  hip-hop  beat.  Account- 
ing cuts  its  first  CD." 

Not  quite  so  fast.  Plung- 
ing prices  and  much  easier- 
to-use  software 
mean  that  the 
recordable  CD,  or 
CD-R,  is  no  longer 
an  exotic  tool 
just  for  multi- 
media developers 
and  artists. 
Prices  for  disk 
recorders,  such 
as  the  Hewlett- 
Packard  Colorado 
Memory  Systems 
unit  in  the  ad, 
have  dropped  be- 
low $1,000  and  may  go  below 
$500  by  yearend.  But  owning 
a  CD-R  doesn't  make  you  a 
multimedia  author  any  more 
than  buying  a  videocamera 
makes  you  a  cinematograph- 
er.  Producing  multimedia  con- 
tent demands  both  creative 
imagination  and  mastery  of 
complex  software. 

Fortunately,  there  are 
plenty  of  uses  for  recordable 
cos — from  storing  old  files  to 
preparing  a  catalog — that 
don't  require  you  to  learn 
multimedia  techniques.  A 
more  sober  Colorado  Memoiy 
ad  shows  a  trio  of  lawyers 
who  used  a  cd-r  to  store 
"countless  records."  Archival 
storage  is  a  natural  use.  A 
$7  recordable  disk  can  hold 
up   to   650   megabytes  of 


data — equivalent  to  nearly 
10,000  scanned-in  pages — and 
writeable  CDs  are  certified  to 
retain  the  data  for  10  years. 
Another  obvious  use  for  CD- 
rs  is  the  distribution  of  large 
databases.  Once  recorded,  a 
cd-r  can  be  read  just  like  a 
floppy  disk. 

One  of  the  beauties  of 
cd-rs  is  that  once  you've 
made  a  disk,  duplicating  it 
is  relatively  inexpensive — 
about  $15  a  copy  for  a  nan  of 
100  and  well  under  $2  each 

  in     quantities  of 

1,000.  Companies  can 
turn  out  their  cata- 


log or  training  ma- 
terials on  CDs 
without  hiring  a 
team  of  specialists. 

It  does  take 
some  practice  to 

make    your    own   Zt-"   Philips   plans  to 


CD  TOOLS 


CD  CREATOR  2 
COREL 

(800)  950-5378 


$199 


sion  is  $899  internal,  $1,050 
external;  for  the  Mac,  $940, 
external  only.)  Both  programs 
are  reliable  and  fairly  easy 
to  use,  with  the  edge  going 
to  Corel  for  a  "wizard"  that 
guides  you  through  the  cre- 
ation process. 

To  write  a  CD,  you  first  col- 
lect all  the  material  you  want 
to  copy.  The  data  can  include 
computer  files  of  any  sort, 
music  tracks  from  CDs,  and 
pictures  from  Kodak  Photo 
CDs.  All  of  the  information  is 
then  "burned"  into  the  CD-R 
in  a  single  pass.  The  process 
will  tie  your  computer  up  for 
about  45  minutes  if  you're 
writing  a  full  disk  using  a 
double-speed  drive. 
FRISBEE  FACTOR.  Unfortu- 
nately, if  any  glitch  should  oc- 
cur during  the  burning  of  a 
cd-r,  your  disk  becomes  a 
"frisbee,"  so-called  because 
it's  only  good  for  tossing 
around  the  backyard.  To  min- 
imize problems,  both  pro- 
grams check  for  errors  in 
your  setup  and  let  you  simu- 
late the  complete  writing  of  a 
CD  without  actually  burning 
data  into  the  disk.  The  in- 
dustry is  also  developing  a 
technique  called  packet  wilt- 
ing that  should  be  more  tol- 
erant of  faults. 

Erasable  disks  should 
make  things  easier,  too.  One 
variety  of  rewritable  CD, 
called  the  pd  disk, 
exists  today,  but 
it  cannot  be  read 
by  an  ordinary 
cd-rom  drive.  Lat- 
er     this  year, 


disk  successfully, 
however.  You  can't 
just  copy  files  one 
at  a  time  or  in 
groups,  the  way 
you  do  to  an  ordinary  disk. 
Most  CD-R  drives  come  bun- 
dled with  special  software,  of- 
ten either  cd  Creator  2  from 
Corel  or  Gear  from  Elektro- 
son.  I  tested  both  programs 
in  both  Windows  95  and  Mac- 
intosh versions,  working  with 
a  Philips  Electronics 
CDD2000  drive  (with  Corel 
CD  Creator,  the  Windows  ver- 


GEAR 
ELEKTROSON 

(610)  617-0850 


bring  out  a  new 
erasable  disk, 
called  a  cd-e,  that 
can  be  read  by  ex- 
isting equipment. 
If  you  don't  need  that 
much  storage,  you  might  be 
better  off  with  a  cheaper, 
simpler  device,  such  as 
Iomega's  100-megabyte  Zip 
disk.  But  if  you  want  to  deal 
with  mountains  of  data,  and 
especially  if  you  need  a  lot 
of  copies  that  can  be  read  by 
standard  equipment,  then  CD- 
R  is  for  you. 


BULLETIN  BOAR 


COLOR  PRINTER! 
BUDGET  RESOLUTION 

Macintosh  users  looking  f< 
inexpensive  color  printing 
choose  from  two  new 
StyleWriter  inkjets  that  off 
higher  resolution  and  fast 
output  for  about  the  same 
price  as  the  models  they 
replace.  The  $380  StyleWn 
2500  from  Apple  Compute 
(800  538-9696)  turns  out 


black-and-white  text  page 
per  minute  and  prints  a  ct 
page  in  about  40  seconds, 
with  resolution  of  720  by : 
dots  per  inch.  The  $280 
StyleWriter  1500  offers  sin 
resolution  at  half  the  spee 
Also  new:  The  $189 
StyleWriter  EtherTalk  Adap 
which  allows  StyleWriters  I 
connect  directly  to  Etherne 
networks. 

SOFTWARE 
TAILING  COMETS 

If  the  show  put  on  by  Conn 
Hayakutake  piqued  your  in 
est  in  astronomy,  you  migf 
want  to  look  at  First  Light, 
Windows  planetarium  frorr 
Virtual  Reality  Labs  (800  8 
8754).  The  new  Version  l.J 
of  the  $69  program  lets  yo 
track  Hayakutake  as  it  lea' 
earth's  neighborhood  and 
then  prepare  for  Comet  Ha 
Bopp,  due  next  April.  First 
Light,  which  offers  data  or 
thousands  of  other  celesti; 
bodies,  allows  you  to  watcl 
the  night  sky  and  view  the 
heavens  from  Mars,  the  mt 
or  any  perspective  you  choi 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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ORLD'S  FINEST  COLORS.  WORLD'S  FASTEST  DIGITAL  COLOR  COPIERS. 


Get  everyone's  attention  with  a  Ricoh  digital  color  copier.  The  world's  smallest  toner 
particles  deliver  the  finest  color  presentations  ever.  Faster  than  ever.  The  world's  fastest 
first  copy.  The  most  copies  per  minute.  And  computer  connectable.  All  in  the  same 
full  line  of  digital  color  copiers.  This  means  unprecedented 
performance  and  productivity.  It  also  means  Ricoh  now 
v%  leads  the  world  in  digital  color  copier  technology.  Make 
more  noise.  Call  us  at  1-800-63-RICOH. 


THE   NAME   TO  KNOW 


KICOH 


1995  Ricoh  Corporati 


Want  to  feel  really  special  every  day? 
Consider  getting  into  a  really  speciaJ  car. 
Like  the  new  Cadillac  DeVille. 


DeVille. 

Now  better  than 


ever. 


With  the 

Northstar  System 

So  you  get  the  security  of  going  I  00,000 

miles  between  scheduled  tune-ups. 
Th<'  safety  of  full-range  Traction  Control 
and  refined  anti-lo<  k  brakes. 

Thc  COmfort  <»f  Road-Sensing  Suspension 
and  Speed-Sensitive  Steering. 

And  the  performance  of  the  renowned 

275-horsepower  Northstar  V8. 
A  test  drive  can  he  a  very  enlightening 
experience.  Take  one.  And 
see  why  nothing  else  feels  like 
DeVille.. .from  Cadillac. 
For  more  information  call  1-800-]]  3-4CAD 
°r  °n  the  'nternet  type  http://www.cadillac.com. 

DeVille 


Cadi. 

CreATINg  A   ll,c„„  k  StANdar 


i  > 


Economic  Viewpoint 


BY  RUDI DORNBUSCH 


WHY  THE 
HOLD  ITS 


WEST  SHOULD 

NOSE  AND  BACK  YELTSIN 


NO  SAINT: 

Yeltsin  shares 
the  blame 
for  the  mess 
in  Russia. 
But  the  other 
candidates 
in  June's 
presidential 
election  would 
be  far  worse 


Rudi  Dornbusch  is  professor  of 
■ 

Massachusetts  Institute  of  fechnology 


Last  December,  Communists  took  over 
the  Duma,  Russia's  parliament.  The 
next  act  in  the  drama  of  failed  eco- 
nomic transition  to  capitalism  will  come  in 
the  June  presidential  elections.  The  U.  S.  is 
cheering  for  Boris  Yeltsin  as  its  great  hope. 
Nobody  has  any  illusion  that  Yeltsin  is  real- 
ly good,  but  he  is  much  better  than  the  al- 
ternative candidates — full-fledged  Commu- 
nists such  as  Gennady  Zyuganov  or  extreme 
nationalists. 

To  give  Yeltsin  a  shot  in  the  arm,  the  In- 
ternational Monetary  Fund  has  provided  an 
unprecedentedly  large  financial-aid  package. 
President  Bill  Clinton  will  soon  pay  a  visit  to 
Moscow  to  throw  in  his  support. 

In  most  of  Eastern  Europe,  with  the  ex- 
ception of  the  Czech  Republic,  Communists 
have  returned  to  power.  In  Belarus,  they  nev- 
er left — and  are  now  pleading  to  rejoin  Moth- 
er Russia. 

The  Communists'  return  reflects  two  facts. 
The  broad  movements  that  swept  Commu- 
nists out  of  power  in  the  first  free  elections 
were  not  able  to  form  new  political  parties 
that  could  govern  effectively.  Communist  par- 
ties remained  the  only  large,  coherent  organi- 
zations. In  addition,  those  who  promoted  the 
move  to  market  capitalism  promised  an  in- 
stant improvement  in  living  standards.  For 
many,  that  never  happened.  The  quest  for  pro- 
ductivity meant  sharp  reductions  in  employ- 
ment and  deep  cuts  in  real  wages.  True,  there 
were  no  longer  queues  in  front  of  near-empty 
shops.  But  that  didn't  help  if  people  could  not 
afford  to  buy  the  ample  goods  on  display. 
CRIME  WAVE.  Some  supporters  of  reform  claim 
that  the  reduction  in  living  standards  has 
been  exaggerated,  but  people  perceive  it  as 
real — and  vote  accordingly.  The  change  in 
economic  status  cuts  along  age  lines.  In  gen- 
eral, those  below  35  are  moving  with  the 
market.  Older  folks  are  being  left  behind, 
making  them  ardent  supporters  of  populism, 
nationalism,  or  a  return  to  state  control. 

Russia's  move  to  the  market  was  under- 
mined by  a  mind-boggling  takeover  of  eco- 
nomic activity  by  criminals.  Around  the  world, 
the  lobbies  of  five-star  hotels  are  now  full  of 
champagne-sipping  Russian  gangsters  who 
gained  control  of  state-owned  assets.  Yes, 
there  are  opportunities  in  Russia — enough  to 
get  many  thousands  of  criminals  instant 
wealth.  But  that  wealth  is  created  by  cor- 
ruption, theft,  and  violence  on  a  scale  proba- 


bly unprecedented  in  history.  The  other 
of  this  coin  is  mass  poverty,  because 
state's  social  safety  net  has  dropped.  In  ] 
sia's  transition,  the  long  view  is  lost:  Ins 
mega-cannibalization  of  assets  is  the  i 
Onetime  KGB  bosses  and  directors  of  si 
owned  businesses  have  enjoyed  an  enorr 
plundering  of  these  enterprises,  and  Ye 
has  presided  over  all  of  it. 

The  lack  of  public  institutions  and  of 
rule  of  law  make  the  situation  much  worsi 
Russia,  foreign  majority  stock  owners  c 
get  beaten  up.  Courts  are  nonexistent.  P 
erty  rights  are  mostly  a  matter  of  how  n 
more  an  investor  is  likely  to  put  up  in  thi 
ture.  And  physical  safety  has  to  do  with 
shoots  faster.  Not  surprisingly,  foreigr 
vestment  in  Russia  has  remained  minus 
and  is  dwarfed  by  Russian  capital  fl 
abroad. 

STABLE  PRICES.  If  Russia  has  turned  in 
wrong  direction,  who  is  to  blame?  Ye' 
certainly  carries  a  major  responsibility, 
was  in  charge,  and  he  has  handed  out  qu 
few  prizes  himself.  Yet  Yeltsin  has  alsc 
complished  quite  a  bit.  First  and  most 
portant,  he  stopped  inflation.  Only  a  year 
Russia  was  in  the  midst  of  hyperinfla' 
For  the  moment,  rising  prices  are  not  a: 
sue,  and  the  ruble  has  remained  stable, 
ond,  Russia  has  made  major  budget  refi 
Vast  subsidies  for  agriculture  and  state  ( 
panies  have  been  trimmed  and  the  deficit 
to  manageable  size.  The  imf  money  is  thei 
finance  the  deficit  and  reduce  the  neei 
print  money— and  thus  get  Yeltsin  a  win 
for  a  comeback  at  the  polls. 

The  most  important  development  is  a 
effect  of  budget  balancing:  In  the  past, 
agricultural  party  was  both  the  political  f 
that  delivered  subsidies  to  farmers  and 
group  that  blocked  land  privatization  and 
breakup  of  collective  farms.  With  subsi 
gone,  the  party  has  lost  its  clout.  Yeltsin 
brilliantly  used  the  opening  to  propose 
privatization  to  benefit  agricultural  worke 
which  has  received  an  enthusiastic  respo 
That  may  be  the  decisive  step  in  getting 
a  victory  in  June  and  an  important  step 
Russian  reform. 

Yeltsin  deserves  backing.  The  altemat 
would  be  a  dramatic  setback  for  econc 
reform  in  Russia  and  for  security  in  Eur 
Yeltsin  may  be  a  bum,  but  he  is  the  1 
bum  we  have. 
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Chances  are 

we've  helped  your  business. 

(Even  if  you've  never  owned  a  Macintosh.) 


:k  in  1984,  a  young  company  named  Apple  Computer  did  a  rather 
larkable  thing.  It  introduced  a  new  way  of  computing.  A  new  way  of 
ting  things  done. 
A  new  way  named  Macintosh: 

Sure,  personal  computers  had  been  around  for  awhile.  But  never 
are  had  one  computer  so  completely,  so  instantly,  changed  the  land- 
pe  of  the  possible. 

Making  the  extraordinary  ordinary. 


he  12  years  since,  Apple'  innovations  have  continued  to  redefine  what 
iple  can  do  with  a  personal  computer.  They've  also  found  their  way 
)  some  of  our  competitors'  PCs  and  operating  systems.  For  example, 
plug-and-play  technology  we  brought  to  market  in  1987  is  just  now 
oming  a  reality  for  other  PC  makers.  Macintosh  was  one  of  the  first 
trdable  desktop  computers  to  employ  powerful  RISC- _ 
ed  microprocessors.  (We're  nowworking  on 
fourth-generation  PowerPC"  RISC  chip 
1  we're  still  the  only  company  in  the  J 
•Id  making  a  computer  that  runs 
h  the  Mac"  OS  and  Windows? 

As  a  result  of  these  Apple  innova- 
is,  ordinary  people  can  sit  down  at  all 
ds  of  PCs  and  actually  get  some  work 
le.  Of  course,  if  they  sit  down  at  a 
cintosh,  they  can  build  3-D  graphics.  Use  virtual  reality  in  very  real 
I's.Videoconference  across  continents.  Collaborate  with  colleagues  on 
far  side  of  the  corporate  campus.  Build  interactive  sites  on  the  World 
leWeb.  And  more.  That's  the  Mac  advantage. 


More  than  a  few  »/  the  things  that  seem 
standard  on  a  personal  computer  today 
were  pioneered  by  Apple. 


People  do  know  the  difference. 


lay,  56  million  people  do  their  work  the  Macintosh  way.  Some  in 
tool.  Some  at  home.  And,  when  you  look  at  the  numbers  from  recent 
dies,  quite  a  few  in  business.  We  command  a  47%  share  of  the  U.S. 
nmercial  publishing  market.  And 76.2%  of  the  color  pre-press  market, 
i  though  our  dominance  in  graphics-related  businesses  may  not 


shock  you,  consider  this:  we  have  a  50%  share  of  the  chemical,  pharma- 
ceutical, biotechnology,  scientific  and  engineering  computing  markets. 

And  then,  there's  the  fact  that  Macintosh  brand  loyalty  is  the  highest 
of  any  PC  in  the  world:  90%  of  Macintosh  customers  buy  a  Mac  the  next 
time  around.  Which  leads  people  like  Andrew  Laham,  MIS  Director  at 
the  law  firm  Fleming,  Hovenkamp  &  Grayson,  to  szy,"There  would  he  a 
major  crisis  if  we  had  to  do  without  Macs.  In  fact,  there  would  be  an 
open  revolt"  Indeed,  if  the  mail  we've  received  lately  is  any  indication, 
more  than  a  few  CFOs  out  there  would  revolt,  too,  if  their  companies 
didn't  use        %  Macintosh  computers. 

"NASA  saved  $800,000  a  war  on  maintenance  alone 
when  we  replaced  their  legacy  system  with  a  Macintosh 
system"  says  Steve  Monteith,  a  member  of  the  Research  Triangle 
Institute  TechTracS  Team 

And  if  you  replace  a  Windows  system  with  a  Mac?  According 
to  a  recent  study  by  the  Gartner  Group,  technical  support  costs  for 
Macintosh  tend  to  be  25%  lower  than  support  costs  for  Windows! 
Even  PC  World  magazine  ranked  Apple  as  one  of  the  best  for  reli- 
ability and  service  among  all  makers  of  personal  computers. 


See  the  future.  Turn  on  a  Mac. 


As  they  say,  you  can't  simply  rest  on  your  laurels.  So  what's  next?  Let's  start 
with  Copland,  our  upcoming  operating  system.  Copland  won't  just 
change  the  look  of  the  Macintosh  desktop;  it  will  incorporate  an  entirely 
new  technology  called  OpenDoc  that  will  change  the  way  you  think 
about  computers.  (Sound  like  hype?Check  out  l)ifo\\'orld-\\~K\  named 
OpenDoc  the  winner  of  the  1995  Landmark  Technology  Award.) 

And  then  there  are  the  53  new  software  patents  we  were  awarded  in 
1995,  patents  on  everything  from  wireless  communication,  power  man- 
agement and  manufacturing  systems  to  data  encoding,  data  compression 
and  encryption.  That's  more  than  enough  innovation  to  bring  another 
generation,  or  three,  of  intelligent  business  tools  to  market. 

The  kinds  of  tools  that  keep  your  productivity  up.  Your  costs  down. The 
kinds  of  tools  that  keep  your  people  motivated  to  push  the  limits.  To  chal- 
lenge the  unknown. To  discover  the  unexpected.  And  bring  it  to  market. You 
know,  the  same  things  we  keep  doing  with  Macintosh.  Year  after  year 


ppie 

http://always.apple.com 
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No  one  carries  more  weight  in  the  wc 


First  Row  Don  Lay  ton,  Dick  Matteis.  Fd  Milter,  Michel  /Cruse,  Walter  Shipley.  Tom  L  ibrecque.  Bill  Harrison,  Arjun  Mathrani,  Jimmy  Lee.  Jim  Zeigon 
Second  Rou  Cynthia  Green.  John  Fox.  Herb  Aspbury  Carol  Burt.  Paul  Brandow,  Paul  Beckunth,  Doug  Anderson,  Henry  (loots.  Suzanne  Hammett.  Terry  Todman.  Aristides  Georgantas.  ha  Dreu 
Third  Row  Maria  T.Una  Lagomanno.  Sarah  Jones.  Frank  Lourenso.  Nina  Lthn.  Bemte  Jacob,  Harold  Meyerman,  Jeff  La rs  en.  Jeff  Walker.  Dod  fraser.  Kathy  Tucker.  Georges  V'ergnion 
Fourth  Row:  Peter  Gleysteen.  Pat  Bonan.  Ken  Lay.  Nancy  Mtstretta,  D'Arty  LtClair,  Leslie  Lasstter.  Deb  Talbot.  Dexter  Charles,  Yvonne  Cliff.  Karen  Keating.  Mans  Taintor,  Greg  Nelson 
Fifth  Row  Carroll  Wetzel.  Mark  Richardson.  Susan  Segal.  Len  Spalding.  Tom  Swayne.  David  Nelson.  Don  Wilson.  John  Youngblood.  Man  Shapiro.  Barbara  Luttich.  Brian  O'Neill 
Sixth  Row  Tom  Retjenhetser.  John  Adams.  Vivian  Banta  Eversole.  Bruce  Hannon.  Charles  Bauccio.  Todd  Maclin.  Richard  Edwards.  Margaret  Cording.  Alan  Buikwalter 
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ncial  market  than  the  new  Chase  client. 

king,  at  its  essence,  is  about  a  total  commitment  to  anticipating  and  serving  client 
is.  That's  exactly  what  the  new  Chase  is  about — combining  the  strengths  of  two 
tutions  that  in  all  their  years  of  existence  have  had  a  history  that  revolves  around  client 
ionships.  And  now  that  we're  bigger  and  stronger,  we  want  to  make  sure  you  know  that 
will  leverage  our  global  strengths  and  leadership  positions  across  a  breadth  of  global 
lucts  to  focus  more  on  our  clients  than  ever  before. 

That  means  we  will  work  harder  to  know  your  needs  more  intimately  than  any 
k  in  the  world.  We  will  make  every  effort  to  win  your  trust  more  than  any  bank  in  the 
Id.  And  we  will  do  our  very  best  to  provide  the  exact  integrated  solution  for  your  unique 
lands,  with  more  speed  and  efficiency  than  any  bank  in  the  world. 

We're  really  excited  about  the  changes  the  new  Chase  is  committed  to  achieve. 
:  just  for  us  but  for  our  clients.  After  all,  that's  what  banking  has  always  been  about. 


Economic  Trends 


BY  GENE  KORETZ 

JOB  STABILITY- 
THE  TRUE  STORY? 

It  may  reflect  worker  insecurity 

There's  little  question  that  the  rhetor- 
ical skills  of  Presidential  hopeful 
Pat  Buchanan  have  focused  American 
media  attention  on  the  issue  of  layoffs. 
Paradoxically,  however,  several  econom- 
ic studies  indicate  that  job  stability — 
that  is,  average  job  tenure  in  U.  S.  labor- 
markets — has  hardly  changed  in  recent 
decades,  implying  that  job  insecurity 
has  been  exaggerated-. 

An  analysis  of  worker  surveys  in  the 
1980s  and  early  1990s,  for  example,  finds 
only  a  slight  decline  in  the  share  of  those 
hnlihiii!  jul.s  I'm'  at  least  fuur  years.  Sim- 
ilarly, economist  Henry  Farber  reports 
that  job  duration  has  remained  relative- 
ly unchanged  since  the  early  1970s. 

But  overall  job  stability  can  mask 
growing  job  insecurity.  In  a  recent  com- 
mentary, economist  Robert  G.  Valletta 

U.S.  WORKERS  ARE  HANGING 
ON  TO  THEIR  JOBS 


V*  VOLUNTARY 
JOB  LEAVERS 

A  DARKER  AREAS  ARE  RECESSIONS 
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of  the  Federal  Reserve  Bank  of  San 
Francisco  notes  that  widespread  cut- 
backs in  "permanent"  jobs  could  make 
workers  a  lot  more  antsy  about  cutting 
the  umbilical  cords  to  their  present  em- 
ployers  and  looking  for  or  undertaking 
new  jobs.  Feelings  of  insecurity  would 
thus  reinforce  nominal  job  stability. 

Indeed,  Valletta's  research  reveals 
that  permanent  dismissals  as  a  share 
of  unemployment  have  shown  a  marked 
upward  trend  since  the  1970s,  particu- 
larly during  cyclical  downturns — even 
as  employers'  use  of  temporary  layoffs 
during  -low  periods  has  waned.  More 
important,  recent  data  show  an  abnor- 
level  of  workers  who  have 
volui  til;  left  their  jobs.  Whereas  such 
volui  '  moves  normally  rise  sharply 
as  an  t  pansion  matures  and  as  workers 
feel  mo;  •  confident  about  their  ability  to 


find  new  work,  the  quit  rate  today  is  as 
low  as  it  was  at  the  end  of  the  1990-91 
recession  (chart). 

If  job  insecurity  is  inhibiting  workers 
from  seeking  new  jobs  that  would  more 
closely  match  their  skills,  labor  market 
efficiency — and  ultimately  productivi- 
ty— are  at  risk.  The  efficiency  gains  of 
downsizing  could  be  offset  by  long-term 
efficiency  costs. 


BRIBES  CAN  COST 
THE  U.S.  AN  EDGE 

In  some  spots,  honesty  doesn't  pay 

When  U.  S.  Trade  Representative 
Mickey  Kantor  complained  that 
bribery  by  foreign  rivals  overseas  was 
costing  U.  S.  companies  $45  billion  a 
year,  he  wasn't  talking  through  his  hat. 
A  new  study  by  Harvard  University 
economist  James  R.  Hines  Jr.  finds  that 
U.  S.  companies  took  a  beating  after 
Congress  passed  the  Foreign  Corrupt 
Practices  Act  of  1977,  which  barred 
them  from  the  bribery  of  government 
officials  common  in  some  countries. 

Looking  at  the  record,  Hines  found 
that  U.  S.  corporate  direct  investment 
and  exports  declined  markedly  in  "cor- 
rupt" countries  in  the  five  years  after 
the  law  was  passed.  By  contrast,  in- 
vestment and  export  activity  in  the 
same  countries  by  America's  foreign 
competitors  accelerated  sharply. 

In  short,  although  legislators  expected 
others  to  follow  America's  example,  the 
law's  main  effect  seems  to  have  been  to 
weaken  the  competitive  position  of  U.  S. 
companies  without  reducing  the  use  of 
bribery  in  foreign  business  deals. 

BIG  HOLES  IN  THE 
SWISS  ECONOMY 

A  soaring  franc  is  killing  exports 

Switzerland's  officials  don't  like  the 
word  recession.  Still,  the  nation's 
gross  domestic  product  has  slipped  for 
three  straight  quarters,  unemployment 
is  rising,  and  exports,  which  account  for 
35%  of  GDP,  recently  stopped  growing. 

Blame  Genuan  investors.  As  Citibank 
economist  Sandy  Batten  notes,  they 
have  been  rapidly  shifting  funds  into 
franc-denominated  assets  out  of  fears 
that  European  monetary  union  would 
replace  the  German  mark  with  a  less  se- 
cure currency.  As  a  result,  the  Swiss 
franc  has  taken  off,  and  exports  are 
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sinking.  And  the  Swiss  national 
has  been  slashing  its  discount  rate 
frantic  effort  to  ■™™«^»»««™ 
stem  the  franc's    SWITZERLAND  C 
rise  (chart).  INTEREST  RATI 

It    has    hap-  4  

pened  before:  In 
the  late  1970s,  a 

3  

global  stampede 
into  Swiss  assets 

sent    the    franc  i  

through  the  roof  jmgu|(T 
and  caused  an  ex- 
port-led recession.  1 
The  remedy  then 
was    record-low  0, 
Swiss  interest 
rates  bolstered  by 
taxes  on  interest 
payments  to  foreign  investors.  "It 
be  the  best  strategy  again,"  says  B 


IT'S  NOT  JUST  Tt 
ECONOMY,  STUP1 

Clinton's  ace  could  be  incumbe 

What  do  practitioners  of  poli 
rics,  the  art  of  estimating  th< 
pact  of  economic  factors  on  electio 
suits,  see  for  November?  Accordii 
economists  at  DRi/McGraw-Hill,  ; 
now,  President  Clinton  should  wii 
election — at  least  on  the  basis  ol 
popular  vote.  Ironically,  economic 
tors  are  mostly  running  against  hi 
Like  other  such  formulas,  dri's 
tion  model  weighs  the  incumbency 
tor  and  several  key  economic  varia 
Since  a  sitting  President  in  the  n 
starts  off  with  53.6%  of  the  vote 
the  other  factors  in  the  equation 
flation,  unemployment,  income  grc 
and  the  possibility  of  an  unpoj. 
war — that  call  the  tune. 

Based  on  dri's  forecast  of  the  e< 
my's  performance  through  the  1 
quarter,  mediocre  growth  and  in< 
gains  should  subtract  from  Clin 
vote,  while  sluggish  inflation  will 
him  a  bit.  Without  the  vote-gettin 
fluence  of  his  incmnbency,  Clinton  v 
be  in  a  dead  heat  with  Senator 
Dole— but  with  it,  the  model  curr< 
predicts  a  Clinton  victory  with  53.1 
the  popular  vote. 

Of  course,  a  lot  depends  on  \ 
happens  in  the  months  ahead.  A  s 
in  inflation  or  a  recessionary  declii 
household  incomes  could  sink  the  I 
ident's  chances.  And,  of  course,  the 
didacy  of  a  Ross  Perot  or  Ralph  N 
would  make  polimetricians'  crystal 
a  lot  cloudier. 
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What  part  of  your  life  are 
you  willing  to  risk? 

Your  financial  records? 
Your  email? 

Business  correspondence? 

Your  business  files? 

Your  personal  files? 

Your  applications? 

Funny  articles  off  the  Internet? 

Your  hard  disk? 

Your  type  fonts? 

Your  personal  organizer? 

Your  games?  (Yikes!) 

Love  letters? 

Your  kid's  sports  schedule? 
Budgets? 

Your  stock  portfolio? 
Meeting  notes? 
Faxes? 

Medical  history? 

Did  we  mention  your  financial  records? 

It  only  takes  a  few  minutes  to  protect  yourself. 
Is  that  too  much? 


■        us  and  Norton  Utilities  are  registered  trademarks  of  Symantec  Corporation.  All  other  brand  names  or  trademarks  are  property  of  their 
i  s  ©1996  Symantec  Corporation.  All  nghts  reserved.  In  Canada,  call  1  800-365-864!  In  Australia,  call  2-879-6577.  In  Europe,  call  31-71-353111 


Protection 


More  of  your  life  goes  on  the  computer 
everyday.  Could  you  lose  it  all?  It's 
more  likely  than  you  think.  If  you  share 
floppies,  or  access  the  Internet,  you're 
exposed  to  the  threat  of  computer 
viruses.  If  you  add  new  software  and 
files,  you  could  push  your  computer 
beyond  its  limits.  Either  way,  your  files 
are  at  serious  risk.  Fortunately,  Norton 
Antivirus  and  Norton  Utilities  reduce 
that  risk  dramatically.  Installed  in 
minutes,  they  maintain  a  constant 
vigil,  automatically  preventing 
problems.  With  millions  of  copies  in 
use,  they  are  by  far  the  most  popular 
anti-virus  and  utilities  programs, 
preventing  precious  files  from 
disappearing  in  a  blink  of  a  screen. 

Norton  Antivirus  ► 
Norton  Antivirus  protects  against 
the  very  real  threat  of  viruses, 
automatically  detecting  and 
eliminating  all  known  viruses 
before  they  corrupt  your  system. 

Norton  Utilities  ► 
Norton  Utilities  is  absolutely 
critical,  automatically  tuning  and 
protecting  your  system,  managing 
valuable  disk  space,  and  even 
recovering  lost  files  after  a  crash. 

To  purchase,  visit  Computer  City, 
CompUSA,  Egghead,  Office  Depot, 
Best  Buy  or  other  fine  software 
resellers. 

For  information,  call  1-800-822-6417, 
ext.  9NA1  or  visit  www.symantec.com. 
Available  for  Windows  and  Macintosh. 

Protect  yourself. 
Protect  your  friends. 
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GoklStcii 

The  future  is  making  sen 

"Our  <  i  mltment  to  Innovation  will  ensure  we  remain  at  the  forefront  of  technology  wltl 
range  oS  sophisticated  audio  and  visual  equipment,  now  and  Into  the  future."  Hear!  He 
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ONSUMERS  WILL  PASS  THE  BATON 
0  OTHER  RUNNERS 


■US.  ECONOMY 


V!LL  U.S.  NEIGHBORS 
START  BUYING  MORE? 
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Consumer  spending  is  often 
considered  the  economy's  800- 
nd  gorilla:  Because  it's  two-thirds  of  gross  domestic 
duct,  it  takes  the  economy  anywhere  it  wants  to.  So 
it  happens  when  consumers  just  want  to  take  it 
yl  Then  the  economy's  leadership  has  to  come  from 
small  fry. 

Tris  year,  all  eyes  will  be  on  capital  spending  and  ex- 
ts,  weighing  in  together  at  only  one-fifth  of  GDP.  The 
d  news  for  the  outlook  is  that  both  sectors  will 
w  considerably  faster  than  the  2%  or  so  expected  for 
economy  as  a  whole.  The  bad  news:  The  two 
wth  rates  will  be  slower  than  they  were  in  1995. 

Consumers  put  in  a  surpris- 
ingly good  showing  in  the  first 
quarter.  Their  real  spending 
jumped  0.9%  in  February,  a 
rebound  from  January's  0.7% 
drop.  Even  if  outlays  hold 
steady  in  March,  consumer 
spending  will  have  risen  at  an 
annual  rate  of  2.8%  for  the 
quarter,  up  from  the  fourth 
quarter's  1.2%.  But  that  pace 
will  be  hard  to  maintain,  given 
ected  modest  growth  in  jobs,  heavy  household  debts, 
sharply  higher  long-term  interest  rates. 
!onsumers'  showing  in  the  first  quarter  means  that 
economy  grew  faster  than  it  did  in  the  fourth.  But 
t  wasn't  hard  to  do.  The  Commerce  Dept.'s  second 
b  at  the  fourth  quarter  shows  that  real  GDP  limped  in 
m  annual  rate  of  0.5%,  down  from  the  initially  re- 
ted  0.9%.  Consumer  spending  and  housing  were  re- 
id  higher,  but  inventories  grew  at  a  slower  pace 
n  first  thought. 

Tie  report  also  said  that  business  spending  on  new 
it  and  equipment  increased  by  10.7%  last  year,  and 
oris  were  up  8.3%.  Don't  expect  those  sectors  to 
e  that  much  momentum  in  1996,  though.  Soft  de- 
id  and  weaker  profits  will  brake  capital  spending, 
vver  growth  in  Europe  and  East  Asia  will  offset  an 
ected  rebound  in  exports  to  Mexico  and  Canada 
irt).  However,  foreign  trade  will  be  a  plus  for  GDP 
wth  because  of  a  drop-off  in  the  rise  of  imports. 

E  JANUARY  DATA  ON  FOREIGN  TRADE  illustrate 

shifts  in  export  markets.  The  trade  deficit  for  goods 
,  services  widened  sharply,  to  $10.3  billion  from  $7 
ion  in  December.  Exports  fell  2.2%.  Imports  rose 
f,  to  a  record  $76.9  billion.  In  the  year  ended  in  Jan- 


uary, exports  increased  7.2%,  half  the  rate  of  the  pre- 
vious 12  months.  The  downshift  has  been  broad,  but  it 
is  most  acute  in  goods  going  directly  over  U.  S.  borders. 

To  be  sure,  border  exports  in  1994  surged  because  of 
the  signing  of  the  North  American  Free  Trade  Agree- 
ment. But  other  factors  have  cut  exports  since  then. 
Canada's  sluggish  growth  and  weak  currency  have  di- 
minished demand  to  the  north.  At  the  same  time,  the 
December,  1994,  peso  crisis  and  subsequent  recession 
cut  U.  S.  shipments  to  Mexico  by  10%  in  1995. 

The  1996  outlook  should  be  much  better  in  both 
countries.  Canadian  GDP  should  increase  about  2%, 
according  to  the  consensus  forecast  of  the  Blue  Chip 
Economic  Indicators  survey,  and  the  Canadian  dollar 
should  strengthen  a  bit.  Mexico's  recession  is  over, 
with  gdp  growth  forecast  at  1.1%  this  year — far  better 
than  the  6.6%  plunge  of  1995. 

The  rebound  in  nafta 
trade  will  counter  slower  ex-  INDUSTRY  SHOWS 
port  growth  elsewhere  in  the 
world.  Germany,  Europe's 
largest  economy,  may  be  in 
recession,  which  could  drag- 
down  other  European  econo- 
mies. Growth  in  many  East 
Asian  nations  is  set  to  slow  a 
notch,  as  their  governments 
try  to  rein  in  rising  inflation. 
And  Japan  will  remain  slug- 
gish until  its  banking  crisis  is  over. 

Exports,  however,  tell  only  half  the  story.  Foreign 
trade  will  still  be  a  plus  for  1996  growth  because  of  an 
import  slowdown.  With  consumer  demand  rising  about 
2%  and  business  investment  ratcheting  down,  foreign 
producers  will  face  slack  U.  S.  markets.  Imports  in 
January  were  up  6.2%  from  a  year  ago,  just  one-third 
of  the  18.1%  rise  in  January,  1995. 

U.S.  MANUFACTURERS  know  a  thing  or  two  about 
the  inertia  of  domestic  demand.  The  National  Associa- 
tion of  Purchasing  Management  said  that  its  business 
activity  index  rose  to  46.9%  in  March,  from  45.2%  in 
February,  but  the  reading  was  still  below  50%,  a  sign 
that  manufacturing  is  contracting.  However,  the  broad 
impact  of  the  strike  at  General  Motors  Corp.  may  have 
had  a  negative  effect  on  the  survey. 

Even  so,  the  report  did  contain  glimmers  of  a  better 
second  quarter.  The  new  orders  index  improved  strong- 
ly, to  49.7%,  from  44.7%  (chart),  helped  by  increased  ex- 
port bookings.  And  inventories  were  pared  at  a  faster 
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rate  last  month  than  in  February.  The  napm  inventory 
index  fell  from  43.9%  to  38.8%,  the  lowest  reading  in 
more  than  four  years.  The  combination  of  rising  demand 
and  fewer  goods  on  hand  means  businesses  will  have  to 
gear  up  output — if  only  modestly. 

THE  OTHER  SECTOR  TO  WATCH  this  year  is  capital 
spending.  It  will  continue  to  grow  faster  than  the  over- 
all economy,  but  it  is  also  slowing  down  and  won't  pro- 
vide the  growth  leadership  it  has  in  the  past. 

During  the  past  four  years,  real  outlays  for  new 
buildings  and  equipment  have  grown  at  an  annual  rate 
of  7.7% — 10.2%  for  equipment  alone — contributing  28% 
of  the  growth  in  GDP,  although  such  spending  is  only 
10%  of  GDP.  In  the  fourth  quarter,  however,  business  in- 
vestment rose  at  an  annual  rate  of  only  3.1%,  the  slow- 
est quarterly  pace  in  more  than  three  years. 

Looking  to  1996,  Commerce's  survey  of  spending 
plans  projects  that  outlays,  unadjusted  for  inflation, 
will  rise  a  mere  1.5%  this  year,  down  sharply  from 
last  year's  8.1%  pace.  The  survey  may  be  underesti- 
mating the  eventual  gain,  though,  as  was  the  case  in 
the  1995  survey  taken  this  time  last  year. 

As  it  now  stands,  transportation,  wholesaling,  and  re- 
tailing plan  outright  spending  declines,  while  commu- 
nications expects  no  increase.  Manufacturing  outlays  will 
slow  from  last  year's  12.4%  pace,  but  factories  still 
plan  a  solid  7.2%  increase.  Factories  are  investing 


LOW-TECH  SL0WD0W 
IN  CAPITAL  SPENDINI 


heavily  in  new  technology  for  competitive  reas( 
In  fact,  the  sharpest  slowdown  in  equipment  out! 
last  year  occurred  in  low-tech  categories,  such  as 
dustrial  machinery  and  transportation  equipm< 
which  make  up  about  60%  of  hardware  purcha; 
Annual  growth  slowed  to  0.5%,  from  10.2%  in  1! 
High-tech  investment  in  computers  and  other  in 
mation-processing  hardware  continued  to  grow  £ 
rapid  19.4%  annual  pace  (chart). 

Low-tech  spending  is  re- 
sponding to  traditional  cyclical 
depressants:  weaker  demand, 
slower  profits,  and  lower  oper- 
ating rates.  High-tech  outlays, 
while  also  likely  to  slow  some- 
what this  year,  are  driven 
more  by  the  long-term  trend 
toward  enhanced  productivity 
and  competitiveness.  That 
trend  will  continue  to  support 
business  investment  in  1996. 

The  trends  in  business  investment  and  foreign  tn 
while  less  robust  than  last  year,  will  keep  the  ecom 
on  track,  as  consumers  stroll  along.  Of  course,  if  hoi 
holds  decide  to  pull  out  of  the  expansion  altoget 
they  could  easily  drag  the  economy  into  a  recess 
But  for  1996,  at  least,  the  gorilla  seems  content  tc 
back  and  let  other  sectors  run  the  show. 
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FRANCE 


THE  ECONOMY  LACKS  J0IE  DE  VIVRE 


For  months,  private  forecasters 
knew  the  French  government's 
projection  of  2.8%  economic 
growth  for  1996  was  optimistic.  On 
Mar.  25,  the  forecast  was  slashed 
to  1.3%.  Still,  Finance  Minister 
Jean  Arthuis  maintains 
that  the  government 
will  meet  this  year's 
deficit  target  of  288  bil 
lion  francs  ($57  billion) 
and  that  the  overall 
public-sector  shortfall 
will  dip  to  4%  of  gross 
domestic  product  in 
1996,  and  to  the  Maas- 


lii 


1997.  Don't  count  on  it 
The  problem:  a  weak  economy, 
has  averted  a  recession, 
iks  to  a  lift  from  government 
sp  i  'J.  g  and  tax  incentives  that 
buoyed  growth  during  last  year's 
shaip  second-half  slowdown.  But 
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weak  private-sector  demand  has 
left  businesses  with  excess  inven- 
tories that  will  have  to  be  run 
down  at  the  expense  of  gains  in 
output  and  jobs.  In  March,  busi- 
nesses were  more  upbeat  about 
the  future,  but  read- 
ings on  recent  orders, 
output,  and  pricing 
stayed  soft. 

Consumer  demand 
appears  to  have  re- 
bounded in  the  first 
quarter,  but  that's  a 
temporary  bounce 
from  December's 
strike-depressed  lev- 
els. Going  forward, 
higher  taxes,  including  a  Febru- 
ary hike  to  cut  the  social  security 
deficit,  will  depress  buying  power, 
and  a  weak  job  market  will  limit 
income  growth.  The  jobless  rate 
held  at  11.8%-  in  February  and  is 


expected  to  top  12%  this  year. 
And  the  franc's  recent  strength 
and  German-led  weakness  in  Eu 
rope  will  restrain  exports. 

Government  demand  is  set  to 
decline.  On  top  of  other  restric- 
tive budget  measures,  the  receni 
freeze  in  spending  credits  intend 
to  save  20  billion  francs.  Still,  th 
combination  of  a  spending  over- 
shoot, due  to  rising  unemployme 
compensation,  and  a  revenue 
shortfall,  due  to  the  weak  econo- 
my, is  shaping  up  to  be  well  larg 
er  than  that  planned  saving.  The 
social  security  deficit  is  expected 
to  miss  its  target  as  well. 

With  2%  inflation  and  a  strong 
franc,  the  Bank  of  France  has 
room  to  trim  interest  rates.  But 
attempts  to  squeeze  the  deficit 
more  will  put  the  economy — and 
the  government  of  Prime  Ministi 
Alain  Juppe — at  risk. 
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900  SE  Turbo  Convertible 


The  Saab  900  Turbo  Convertible  may  necessitate  a  few  extra  trips  to  the  stylist,  but  you'll  love  the  ride.  For  one  thing,  you 
can  bring  company.  Its  spacious  interior  comfortably  seats  up  to  four  full-size  adults.  And,  at  0  to  60  in  6.9  seconds,'  you'll  also 
doubtless  appreciate  being  able  to  leave  d  rivers  of  the  BMWZ3  and  Audi  Cabriolet  clutching 
their  toupees.  For  a  free  Saab  Excursion  Kit,  call  I -800-582-SAAB,  Ext.  249.  www.saabusa.com 


•Saab  test.  Road  &  Track,  2/96  BMW  Z3  test,  Rood  &  Track.  1/96.  Audi  Cabriolet  test.  Rood  4  Track,  7/94  ©1996  SAAB  CARS  USA.  INC 
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RON  BROWN'S 
LEGACY 


Business'  best 
pitchman  was  also 
one  of  Clinton's 
most  able  aides 


Traditionally,  the  Commerce  Secre- 
tary's job  goes  to  one  of  the  Pres- 
ident's top  business  contributors. 
Ronald  H.  Brown  was  different — 
and  the  difference  may  have  cost  him 
his  life.  Not  content  to  confine  his  role 
to  poring  over  economic  statistics, 
Brown  became  business'  most  aggres- 
sive pitchman  ever,  leading  one  trade 
mission  after  another  to  win  deals  for 
American  corporations  abroad. 

It  was  on  just  such  a  mission,  to  ex- 
pand economic  ties  to  the  war-ravaged 
former  Yugoslavia,  that  Brown  appar- 
ently lost  his  life.  On  Apr.  3,  an  Air 
Force  plane  ferrying  Brown,  Commerce 
Dept.  staffers,  and  American  executives 
crashed  in  foul  weather  near  Dubrovnik, 
Croatia.  Among  those  also  presumed 
dead:  Paul  Cushman  III,  chairman  of 
Riggs  International  Banking  Corp.  and 
Walter  Murphy,  an  AT&T  senior  vice- 
president.  Brown  "was  continually 
reaching  out,"  a  tearful  President  Clin- 
ton told  Commerce  Dept.  employees. 
"This  job  was  ready-made  for  him." 

Brown's  death  robs  Clinton  of  one  of 
his  ablest  aides.  A  former  Democratic 
National  Committee  chairman,  Brown 
was  ;i  close  political  confidant.  "Bill  Clin- 
ton loved  this  guy,"  says  veteran  De- 
mo  ratic  strategist  Tony  Coelho,  chief 
exei  j  ive  .  nicer  of  etc,  a  New  York- 
based  edu  tional-technology  company. 
"He  trusted  his  political  judgment." 

The  54-yeai  old  Washington  lawyer's 
lasting  legacy,  t  ough,  will  be  as  a  savvy 
proponent  of  CI  Ion's  industrial  poli- 
cy— the  idea  that  Washington  and  busi- 
ness should  team  up  to  develop  U.S. 


products  and  pressure  foreign  govern- 
ments for  access  and  overseas  markets. 
The  goal:  to  boost  U.  S.  exports,  create 
jobs,  and  beat  the  Japanese  and  Ger- 
mans at  their  own  games. 

It  sounds  simple,  because  Brown 
made  it  look  easy.  Jetting  from  capital 
to  capital  with  execs  in  tow,  he  closed  a 
series  of  megadeals  that  won  him  a 
strong  following  among  ceos.  "Ron 
Brown  is  the  greatest  Commerce  Sec- 
retary the  U.S.  has  ever  had,"  says 
Dennis  J.  Picard,  ceo  of  Raytheon  Co. 

TRW  Inc.  Chairman  Joseph  T.  Gorman 
traveled  with  Brown  to  China.  Brown, 
Gorman  says,  "always  did  his  homework. 
He  knew  the  businesses  of  every  ceo  on 
that  plane  to  China."  Adds  John  F. 
Sandner,  chairman  of  the  Chicago  Mer- 
cantile Exchange:  Brown  "exuded  ener- 
gy. He  never  stopped  moving." 

That  same  chive  led  Brown  into  some 
questionable  business  dealings  that 
prompted  an  investigation  by  an  inde- 
pendent counsel — and  prevented  him 
from  taking  a  top  post  in  the  Presi- 
dent's reelection  drive.  Many  ceos  who 
traveled  with  Brown  were  discomfited 
by  his  Beltway-operator  style.  But  his 
ability  to  bring  home  the  bacon  still 
made  a  seat  on  Air  Brown  a  hot  ticket 
in  the  business  world. 
ARM-TWISTING.  Brown  wasn't  the  first 
Commerce  Secretary  to  take  ceos  on 
trade  missions.  Reagan  Chief  Malcolm  S. 
Baldrige  and  Bush  honcho  Robert  A. 
Mosbacher  were  frequent  fliers,  too.  But 
Brown  raised  such  junkets  to  an  art 
form.  Says  Wayne  Berman,  a  top  Com- 
merce official  under  Bush:  "Brown  was 
the  first  Democratic  Commerce  Secre- 
tary to  understand  the  role  of  govern- 
ment in  the  world  marketplace." 

Among  Brown's  biggest  commercial 
scores:  a  $4  billion  telecommunications 
pact  for  at&t  in  Saudi  Arabia  in  1994, 
contracts  totaling  $6  billion  for  Boeing 
and  McDonnell  Douglas  airliners  in  Sau- 
di Arabia,  and  a  $1.4  billion  deal  for 
Raytheon  to  build  Brazil  an  electronic 


surveillance  system  to  monitor  the 
forest. 

To  nail  down  these  contracts,  Br 
relied  on  more  than  just  his  consider 
charm.  He  was  relentless  in  arm-t\ 
ing  foreign  officials.  Sanford  R.  Rol 
son,  chairman  of  San  Francisco-b; 
Robertson,  Stephens  &  Co.,  recall: 
August,  1994,  trip  to  China.  Mid 
through  a  meeting  with  President  J 
Zemin,  Brown  brushed  aside  the  nic< 
and  began  pressing  his  hosts  to 
Chrysler  minivans.  Brown  "said:  '\ 
really  like  to  talk  to  you  seriously  al 
the  contract,' "  Robertson  recalls, 
knew  how  to  ask  for  the  order." 

Brown  didn't  win  that  particular 
dei1.  And  there  was  less  than  meets 
eye  to  some  of  his  coups.  For  insta 
Raytheon's  deal  aroused  such  a 
American  hostility  in  Brazil  that 
cials  were  forced  to  defer  the  purch 
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espite  such  setbacks,  many  of 
wn's  transactions  did  bring  U.  S. 
;inationals  big  bucks.  But  hawking 
Is  was  only  part  of  his  approach, 
ther  reason  for  his  globe-trotting: 
desire  to  weave  together  a  new  set 
[obal  relationships  between  U.  S.  ex- 
ers  and  their  foreign  counterparts, 
was  good  at  creating  the  right  at- 
phere,"  says  Leslie  G.  McCraw,  CEO 
luor  Corp. 

MOOZING.  For  example,  last  No- 
ber,  Brown  engineered  a  schmooze- 
in  in  Seville  that  united  100  Ameri- 
and  European  ceos.  U.  S. 
icipants  say  it  helped  produce  agree- 
its  to  ease  some  trade  barriers.  In 
ions  such  as  the  Seville  conclave, 
wn  "wasn't  just  selling  goods,"  says 
ox  Corp.  Vice-President  J.  Michael 
ren,  a  trade  official  under  Mosbach- 
'He  was  advancing  policy  and  de- 


veloping positive  relationships  overseas." 

Indeed,  Brown  became  such  a  house- 
hold name  in  Asia,  U.  S.  execs  report, 
that  dropping  his  name  in  meetings  with 
foreign  commercial  officials  became  a 
common  practice.  The  Chicago  Merc's 
Sandner  says  executives  found  it  helpful 
on  trips  to  the  Pacific  Rim  to  say,  "  'Ron 
Brown  sends  his  good  wishes.' " 

Despite  Brown's  success,  he  was  also 
mired  in  controversy.  His  tangled  deal- 
ings with  media  entrepreneur  Nolanda 
Hill  and  his  son  Michael's  consulting  for 
energy  interests  drew  fire  from  Capitol 
Hill  Republicans.  The  controversy  led 
to  the  appointment  of  an  independent 
counsel.  The  same  week  Brown's  plane 
went  down  in  Croatia,  sources  close  to 
the  inquiry  reported  that  the  scope  of 
the  probe  was  widening. 

For  an  Administration  still  in  shock 
over  the  crash  of  Brown's  plane,  talk 


of  a  possible  successor  strikes  many  of- 
ficials as  premature.  In  the  interim,  the 
President  tapped  Mary  L.  Good,  Under 
Secretary  for  Technology  Administra- 
tion, as  acting  secretary.  But  Washing- 
ton's rumor  mills  already  are  churning. 
Leading  candidates  for  the  top  spot  in- 
clude White  House  Counselor  Thomas  F. 
"Mack"  McLarty  III  and  Stuart  E. 
Eizenstat,  the  new  Under  Secretary  for 
International  Trade. 

Most  likely,  Clinton  will  have  to  go 
with  a  placeholder  Secretary  until  his 
own  political  future  is  clear.  But  even  in 
a  second  term,  business  execs  say  it 
will  be  tough  finding  another  pol  to  fill 
Brown's  Armani  suits.  No  one  soon  will 
forget  Ron  Brown's  trademark  hustle. 

By  Amy  Bornis  and  Douglas  Har- 
brecht,  with  Paul  Magnusson  and  Su- 
san B.  Garland  in  Washington,  and  bu- 
reau reports 
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SBC-PACTEL: 

A  CREDIBLE  HULK? 

After  deregulation,  scale  makes  all  the  difference 


Is  the  Bell  System  back  from  the 
dead?  It's  tempting  to  think  so  when 
Baby  Bells  start  merging.  Instead  of 
attacking  each  other's  markets  in  the 
wake  of  telecommunications  reform  leg- 
islation, sbc  Communications  Inc.  and 
Pacific  Telesis  Group  announced  on  Apr. 
1  that  they  are  rejoining  the  bonds  that 
were  sundered  when  they  and  five  sib- 
lings were  split  off  from  AT&T  in  1984. 
The  new  entity — a  $22  billion  giant  cov- 
ering California  and  Texas — will  be  sec- 
ond in  size  only  to  at&t.  The  merged 
company  aims  to 
grow   in   part  by 


charging  into  long-distance  service, 
which  the  Baby  Bells  were  enjoined 
from  entering  as  part  of  the  1984 
breakup.  Boasts  sbc  Chief  Executive 
Edward  E.  Whitacre  Jr.:  "We  will  create 
one  of  the  largest,  most  competitive, 
and  most  capable  telecommunications 
companies  in  the  world." 

In  truth,  ambitious  as  he  is,  Whitacre 
isn't  out  to  replicate  Ma  Bell.  Even  if 
regulators  did  let  down  their  guard, 
there's  no  going  back  to  the  days  when 
a  single  company  dominated  all  aspects 
of  U.  S.  telecommunications.  That's  be- 
cause sbc  isn't  the  only  company  bulk- 
ing up  by  acquisition.  Any  megacompa- 
ny  that  aimed  to  rebuild  a  telecom 
monopoly  would  be  rebuffed  by 
equally  big  and  powerful  ri- 
vals. "You  can't  put  the  tooth- 
paste back  in  the  tube,"  says 
W.  Russell  Neuman,  a  profes- 
sor of  communications  at  Tufts 
University's  Fletcher  School  of 
Law  &  Diplomacy. 

What  is  clear,  though,  is 
that  the  size  of  communications 
and  entertainment  companies 
matters.  Analysts  say  the  goal 
for  many  entities  is  to  hit  a 
magic  $25  billion  in  annual  rev- 
enues— out  of  fear  that  any- 
thing smaller  makes  them  a 
target.  With  its  $22  billion  in 
combined  sales,  the  new  sbc 


is  just  shy  of  that.  "Like  airlines  ir 
1980s  and  banks  in  the  1990s,  you'r 
ther  a  superregional  or  you're  out," 
Mark  R.  Bruneau,  president  of  con 
nications  consultants  coba  Ltd. 
BUILDING  BLOCKS.  Whitacre,  a  6-f( 
Texan  who  is  a  veteran  of  the  Bell 
tern,  is  determined  to  ensure  thai 
company  will  not  only  survive 
thrive.  Once  San  Antonio-based  sb< 
quires  San  Francisco-based  PacTe 
about  $17  billion  in  stock,  it  will  op< 
in  seven  of  the  nation's  10  largest  n 
areas  and  provide  30  million  phone  1 
Even  without  this  deal,  sbc  is  the  I 
U.  S.  cellular  provider  after  AT&T. 

Capitalizing  on  deregulation,  the 
pany,  which  provides  long-distance 
vice  to  its  cellular  customers,  now  h 
to  offer  the  service  to  its  regular  p 
consumers  within  12  to  18  months, 
ulations  permitting.  Long-distance 
enues  in  the  SBC-PacTel  terri 
amount  to  some  $14.5  billion  a  i 
about  20%  of  the  U.  S.  long-dist 
market.  "We'll  not  have  a  pres 
everywhere,"  Whitacre  says.  "But 
new  company  will  take  full  advantaj 
the  strengths  of  both  companies." 

sbc's  agreement  to  buy  PacTel  ( 
like  a  thunderbolt,  in  contrast  to 
drawn-out,  not-so-secret,  and  still 
consummated  courtship  between  N; 
and  Bell  Atlantic.  The  Eastern  me: 
if  it  happens,  is  aimed  mainly  at  acl 
ing  efficiencies  among  neighbors. 

In  contrast,  sbc  leaped  over  n< 
boring  U  S  West  Inc.  to  link  up 
PacTel  in  pursuit  of  growth.  Among 
er  things,  highly  profitable  SBC  will 
PacTel's  plans  to  build  a  California- 
personal  communications  network  ti 
place  the  cellular  network  that  Pi 
spun  off  two  years  ago  as  Airti 
Communications. 


BABY  BELLS,  TOGETHER  AGAIN 


PACIFIC 

TELESIS 


PacTel  has  1  5.8  million 
phone  lines.  Although  it 
spun  off  its  cellular 
business,  it  is  building 
a  new  wireless  network 
in  California.  It  also 


plans  to  offer 
"wireless  cable"  TV. 


)f  Telefonos 

•xico  and 
wireless  o    i  ations  in  Mexico, 
South  Kor<     and  South  Africa 


SBC 

COMMUNICATIONS 


SBC,  formerly  Southwestern 
Bell,  is  the  nation's  second- 
largest  cellular  operator. 
It  has  14.2  million  phone 
lines  in  the  U.S.  and 
big  foreign  operations. 


INTERNATIONAL 
WIRED  NETWORKS 


E9 


WIRELESS  NETWORKS 
CABLE  AND  MICROWAVE  TV 
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o  be  sure,  even  mergers  that  make 
le  won't  be  easy  to  make  work.  In 
jPel,  SBC  is  acquiring  a  company 
Ise  revenues  and  earnings  have 
dily  slipped  amid  the  state's  eco- 
ic  woes  and  mounting  competition. 
California,  the  first  state  to  allow  lo- 
:ompetition,  90  companies  including 
r  and  France  Telecom  want  to  offer 
ices.  PacTel  is  so  strapped  that  as 
of  the  merger  it  wall  become  the 
Baby  Bell  to  reduce  its  dividend, 
:5%  in  the  second  quarter. 
CUTS.  Although  sbc  and  PacTel  are 
nplaying  job  cuts  as  a  result  of  the 
ger,  they  are  almost  inevitable,  sbc 
le  more  heavily  staffed  and  would 
>  to  cut  7,200  jobs  to  achieve  the 


same  ratio  of  phone  lines  per  operat- 
ing-company employee  as  PacTel's  Pa- 
cific Bell  unit.  Says  Sprint  Corp.  Presi- 
dent Ronald  J.  LeMay:  "All  of  these 
major  transactions  make  people  take 
their  eye  off  the  ball."  Royce  J.  Hol- 
land, president  of  mfs  Communications 
Co.,  which  competes  with  the  Bells, 
hopes  the  merger  will  goad  customers 
into  considering  alternative  services. 
"The  only  thing  slower  moving  and  less 
responsive  than  one  monopoly  is  a  con- 
sortium of  them,"  he  says.  With  all  that 
in  mind,  investors  swooned  at  the  40% 
premium  sbc  will  pay  for  PacTel  shares, 
lopping  5.2%  off  sbc's  shares  on  Apr.  1. 

Still,  Whitacre  has  proved  such 
naysayers  wrong  before.  His  widely  crit- 


icized 1986  purchase  of  MetroMedia's 
cellular  business  for  $1.4  billion  now  de- 
livers $1  billion  in  annual  cash  flow.  A 
stake  in  Telefonos  de  Mexico  is  worth 
more  than  sbc  paid  despite  last  year's 
plunge  on  the  Mexican  Bolsa. 

Is  Ma  Bell  returning?  Some  people 
think  she  never  left.  Whitacre  is  fond  of 
quoting  a  survey  that  indicates  25%  of 
sbc  customers  still  think  of  at&t  as 
their  local  phone  company.  Whitacre 
wants  to  get  that  notion  out  of  their 
heads — and  what's  more,  make  his  cus- 
tomers start  thinking  of  sbc  as  their 
long-distance  company. 

By  Gary  McWilliams  in  Houston, 
with  Peter  Burrows  in  San  Francisco 
and  Catherine  Arnst  in  Denver 
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ETNA'S 

)0STER  SHOT 

$8.9  billion  merger  makes 
fo.  1  in  managed  care 

11  right,  it  wasn't  much  of  a  sur- 
prise. For  months,  the  entire  health- 
care industry  knew  that  Aetna  Life 
asualty  Co.  was  chasing  a  deal.  The 
insurer  was  counting  on  $4  billion 
i  the  anticipated  sale  of  its  property- 
alty  unit  to  Travelers  Group  Inc. — 
ceo  Ronald  E.  Compton  had  vowed 
icly  to  overhaul  his  old-line  company, 
ven  so,  Aetna's  $8.9  billion  deal  to 
US  Healthcare  Inc.,  announced 
,  1,  was  a  stunner.  In  one  step, 
ipton  will  turn  the  stodgy  insurer 
the  nation's  biggest  managed  care 
pany,  marrying  a  health-maintenance 
Tiization  recognized  for  aggressive 
controls  and  relatively  sophisticated 
ems.  "We  have  completely  refocused 
la,"  Compton  crows. 
SALVO."  He  also  will  raise  the  bar 
icale  and  breadth  in  an  industry  that 
ready  consolidating  rapidly.  "This  is 
g  salvo,"  says  Gennaro  J.  Vasile, 
I  of  Gemini  Consulting  Inc.'s  health- 
practice.  The  drive  for  heft  is  trans- 
ling  health  care:  hmo  giant  United 


ABRAMSON  &  COMPTON:  Their  task  is  to  meld  "inherently  different"  cultures 


HealthCare  Corp.  now  markets  its  prod- 
ucts nationally,  the  first  fruit  of  its  merg- 
er with  insurer  MetraHealth.  And  on 
Mar.  29,  Columbia/HCA  Healthcare  Corp. 
announced  its  intent  to  pay  $299.5  mil- 
lion for  most  of  Blue  Cross  &  Blue 
Shield  of  Ohio,  an  unprecedented  combi- 
nation of  hospital  chain  and  insurer. 

The  market  appears  headed  toward 
domination  by  a  few  large  players — and 
Compton  clearly  wants  Aetna  to  be  one. 
Since  1992,  he  has  shed  a  reinsurance 
business,  ditched  property-casualty  lines, 
taken  massive  reserves  for  environmen- 


tal claims,  and  cut  more  than  4,000  jobs. 
Asset  sales,  which  accelerated  after  the 
arrival  a  year  ago  of  former  Continental 
Bank  executive  Richard  L.  Huber,  likely 
will  continue.  "I  believe  their  interna- 
tional business  is  the  leading  candidate 
for  sale — and  then  their  pension-man- 
agement business,"  says  Oppenheimer 
&  Co.  analyst  Alice  D.  Schroeder. 

Aetna,  then,  will  become  mainly  a 
health-care  outfit,  with  at  least  two- 
thirds  of  revenue  derived  from  health 
plans.  Already,  it  has  managed-care  op- 
erations in  21  states,  serving  7.5  million 


iMAKING  AETNA 

n  Compton's 
igest  moves 

WEMBER  1992  Sells 
tna's  reinsurance  unit  to 
management  team 
anced  by  buyout  firm 
hi  berg  Kravis  Roberts  for 
.3  billion 


DECEMBER  1993  Com 

pletes  reassessment  of  Aet- 
na and  takes  a  $1.3  billion 
charge  for  discontinued 
units  and  restructuring 


FEBRUARY  1995  Names 
Richard  Huber,  former 
vice-chairman  of  Continen- 
tal Bank,  to  the  new  post 
of  vice-chairman 


NOVEMBER  1995  Sells 
the  property-casualty  busi- 
ness, a  perennial  under- 
performer,  to  Travelers  for 
$4  billion 


JANUARY  1994  Exits  the 
guaranteed  investment 
contract  and  single-premi- 
um annuity  businesses; 
lays  off  4,000  workers 


MARCH  1995  Puts  Aet- 
na's Aeltus  investment 
management  subsidiary  up 
for  sale,  but  receives  no 
acceptable  offers 


APRIL  1996  Buys  U  S 
Healthcare  for  $8.9  billion 
in  cash  and  stock 

DATA  COMPANY  REPORTS,  BUSINESS  WEEK 
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people.  But  its  thin  provider  base  hasn't 
allowed  economies  of  scale,  and  industry 
executives  say  the  business  hasn't  truly 
clicked.  Aetna's  medical  costs  eat  up  85(2 
of  every  $1  in  premiums — 10c  more  than 
at  U  S  Healthcare.  And  U  S  Healthcare's 
1995  operating  margin  of  10.6%  was 
more  than  triple  Aetna's. 

Significantly,  a  pair  of  U  S  Health- 
care executives,  Michael  J.  Cardillo  and 
Joseph  T.  Sebastianelli,  will  run  the 
combined  company,  and  Chairman 
Leonard  Abramson  will  join  Aetna's 
board.  "That  was  the  smartest  move," 
says  Richard  Sinni,  a  principal  at  Buck 
Consultants  Inc.  "They  put  U  S  Health- 
care in  charge."  The  hmo,  based  in  Blue 
Bell,  Pa.,  is  already  famous  for  negoti- 
ating strict  contracts  that  hold  doctors 
and  hospitals  directly  accountable  for 
costs  and  quality.  It  now  will  attempt  to 
apply  its  systems  to  a  combined  mem- 
bership of  14  million. 
CULTURE  CLASH?  Indeed,  the  success  of 
the  merger  hinges  on  its  ability  to  do  so 
effectively.  Will  cultures  collide?  "Making 
a  coherent  whole  out  of  the  inherently 
different  systems  of  indemnity  and  man- 
aged care  is  no  small  task,"  says  Joseph 
T.  Lynaugh,  ceo  of  New  York  Life  In- 
surance Co.'s  NYLCare  Health  Plans  unit. 
Compton  expects  that  much  of  the  new 
company's  growth  will  come  from  point- 
of-service  products,  a  less  draconian  form 
of  managed  care  that  is  not  U  S  Health- 
care's strong  suit.  And  U  S  Healthcare 
executives  have,  over  the  years,  derided 
the  inability  of  traditional  insurers  such 
as  Aetna  to  contain  costs. 

That  said,  U  S  Healthcare's  average 
medical  cost  per  commercial  member 
jumped  5%  last  year,  even  as  average 
premiums  dipped  1%.  In  fact,  Wall 
Street  questioned  whether  Compton  is 
paying  too  much  for  an  enterprise  that 
may  be  at  the  top  of  its  game.  Aetna 
shares  dropped  4.6%,  to  72,  on  word  of 
the  deal.  Compton  claims  that  within  18 
months  the  combined  company  will  re- 
alize $300  million  in  operating  efficiencies 
and  new  business.  "I'm  not  embarrassed 
about  the  price  I  paid,"  he  says. 

For  years,  Wall  Street  has  pondered 
Compton's  strategy — and  questioned 
whether  a  venerable  insurer  could  go 
toe  to  toe  with  the  new  breed  of  man- 
aged-care companies.  The  U  S  Health- 
care deal  appears  to  be  an  admission 
that  Aetna  couldn't  do  it  alone,  after 
all.  Rut  it's  a  bold  stroke,  laying  ground- 
work tor  the  first  truly  national  entity  in 
an  industry  still  fractured  and  parochial. 
Aetna,  v  any  case,  will  be  stodgy  no 
more. 

By  Tim  Smart  in  New  Haven  and 
Keith  H.  Hammonds  in  New  York 


STRATEGIES 


CHAIRMAN  FIX-IT 
AT  VIACOM 

The  Kirch  deal  may  help  Sumner  Redstone  quiet  his  critics 


For  a  self-made  billionaire,  Viacom 
Inc.  Chairman  and  Chief  Executive 
Sumner  M.  Redstone  lately  has  had 
a  hard  time  getting  much  respect.  He 
was  roundly  criticized  for  his  abrupt  fir- 
ing of  longtime  Viacom  ceo  Frank  J. 
Biondi  Jr.  in  January  and  derided  for 
his  decision  to  directly  oversee  Viacom's 
far-flung  operations.  Since  then,  the 
pressure  has  been  on  the  72-year-old 
Redstone  to  show  that  he's  up  to  the 
job.  Viacom's  depressed  stock  price — 


years,  with  an  option  to  renew  for 
other  five  years,  according  to  sou 
familiar  with  the  agreement. 

The  deal  applies  to  all  of  Viae* 
filmed  content,  including  future  p 
uct,  from  Paramount  feature  film 
Paramount-produced  tv  programs, 
programming  will  be  offered  on  Kb 
pay-  and  free-TV  services  in  Gem 
language  markets.  Additionally,  Viae 
Nickelodeon,  mtv,  and  VH-1  progi 
ming  will  be  earned  as  separate  c! 


shares  are  down  24%  since  last  fall — in- 
dicates that  many  investors  still  have 
their  doubts. 

But  Wall  Street  may  not  be  giving 
Redstone  his  due.  The  ceo  has  moved 
quickly  to  fix  two  problems  that  he 
maintained  Biondi  was  slow  to  address: 
Viacom's  need  to  expand  outside  the 
U.  S.  and  the  tough  job  of  reining  in 
Paramount,  a  studio  that  has  been  turn- 
ing out  too  many  marginal  movies. 
clearer  picture.  The  move  that  may 
quiet  Redstone's  critics  somewhat  is  a  tv 
distribution  deal  that  Viacom  is  now  fi- 
nalizing with  German  media  powerhouse 
Kirch  Group.  The  two  companies  had 
discussed  such  an  agreement  as  long 
ago  as  last  fall,  but  talks  had  stalled  un- 
til February,  when  Redstone  rekindled 
negotiations  with  German  media  mogul 
Leo  Kirch.  With  the  arrangement,  Via- 
com will  earn  $1  billion  to  $1.5  billion  in 
licensing  revenue  over  the  next  five 


LOOKING  OVERSEAS 

Redstone  is  moving  quickly  to 
expand  outside  the  U.S.  Soon, 
Viacom's  filmed  content  will  be 
seen  in  German-language  mark* 

nels  on  Kirch's  new  DF-1  digital  pa; 
service,  which  is  set  to  debut  in  < 
over  satellite  and  cable.  "The  ma 
tude  is  significant.  Viacom  has  not  I 
strong  internationally,  [and  this  i: 
good  step  forward,"  says  Cowen  & 
media  analyst  Harold  L.  Vogel. 

Redstone's  rep  should  also  ber 
from  the  clearer  picture  at  Blockbu 
Entertainment  Group.  Analysts 
year  worried  that  the  huge  video 
tailer  was  facing  a  mature  U.  S.  re 
market  as  it  added  hundreds  of  st< 
and  failed  to  recognize  a  shift  to  vie 
that  were  sold  rather  than  ren' 
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se  fears  didn't  materialize  in  Block- 
er's 1995  results,  which  were  sur- 
ingly  strong,  with  operating  profits 
23%,  to  $785  million,  and  sales  up 
,  to  $2.4  billion. 

iacom  shouldn't  miss  a  beat  over 
late-March  departure  of  Steven  R. 
rard,  who  quit  as  Blockbuster's  CEO 
)in  his  mentor,  H.  Wayne  Huizenga, 
lunching  a  chain  of  used-car  stores, 
rard  had  hinted  for  some  time  that 
rould  leave.  For  weeks,  Viacom  had 
l  courting  as  his  replacement  long- 
i  Wal-Mart  Stores  Inc.  senior  exec- 
e  William  R.  Fields. 
.LLER  SLATE.  Now,  Blockbuster  is 
ing  more  like  a  source  of  growth 
Viacom,  especially  abroad.  Analysts 
ict  Fields  to  transform  Blockbuster 
3ts  into  broad-based  superstores  of- 
lg  movies,  books,  magazines,  and 

ic.  "I  view  Blockbuster  as  an  en- 
ainment  vehicle,"  says  Fields.  "We 
ly  have  the  opportunity  to  leverage 
:rent  forms  of  entertainment,  [inte- 
grating] all  the  prop- 
erties Viacom  pro- 
vides us." 

Redstone  is  also 
spending  one  or  two 
weeks  a  month  in 
Los  Angeles  tending 
to  Paramount,  which 
had  a  string  of  dis- 
appointing movie  re- 
leases in  1995.  With 
his  background  as  an 
owner  of  movie  the- 
aters, Redstone  is 
convinced  that  stu- 
dios are  turning  out 
so  much  product 
that  theater  opera- 
tors are  pulling  po- 
tentially profitable 
films  out  of  theaters 
quickly  as  even  newer  films  are  re- 
ed. Redstone  has  slashed  the  num- 
of  movies  Paramount  plans  to  re- 
b  in  a  year  from  the  mid-20s  to  the 
-  or  high  teens,  says  Viacom 
uty  Chairman  Thomas  E.  Dooley. 
not  the  number  of  films  you  make, 
the  number  of  profitable  films  you 
:e,"  he  says. 

ome  analysts  believe  that  Viacom's 
k  will  rebound  as  soon  as  it  be- 
es clear  that  Redstone  can  cut  it 
i  hands-on  operator.  "It's  going  to 
i  a  while  for  the  Street  to  under- 

id,  "  says  Sanford  C.  Bernstein  & 
media  analyst  Tom  Wolzien.  Putting 
long-smoldering  fires  at  Paramount, 
sing  a  star  hire  at  Blockbuster,  and 
ing  the  Kirch  deal  might  be  enough 
investors  to  begin  to  give  Redstone 
benefit  of  the  doubt. 

'y  Elizabeth  Lesly  in  New  York, 
i  bureau  reports 


REAL  ESTATE 

SIMON  SAYS: 
GROW 

The  mall  slowdown  isn't 
slowing  this  family  dynasty 

For  nearly  25  years,  Herbert  and 
Melvin  Simon  lived  the  retail 
version  of  Field  of  Dreams:  Be- 
ginning in  1959,  they  built  strip 
malls  on  thoroughfares  across  the 
Midwest  and  consumers  came  in 
droves.  By  the  late  '80s,  the  Simon 
brothers  had  the  nation's  second- 
largest  mall  empire,  behind  only 
Rouse  Co.  And  in  1992,  they  bested 
their  rivals  by  opening  the  mother 
of  all  U.  S.  'malls:  The  Mall  of 
America,  a  $625  million  behemoth 
near  Minneapolis.  It  boasted  a  ~ 
roller  coaster,  a  double-decker  miniature 
golf  course,  and  dozens  of  restaurants  in 
a  space  the  size  of  52  football  fields. 

Trouble  was,  mall  mania  was  begin- 
ning to  fade.  Since  the  early  1990s,  the 
Indianapolis-based  developers  have  been 
slugging  it  out  in  a  market  where  too 
few  stores  occupy  too  much  retail  space 
and  consumers  overall  have  reduced  the 
time  they  spend  shopping  in  malls. 

Now,  with  the  company's  annual  earn- 
ings growth  down  to  8%  from  double 
digits  during  the  boom,  Melvin  and  Her- 
bert are  doing  some  shopping  of  their 
own.  They  announced  in  late  March  a 
deal  to  merge  with  rival  DeBartolo  Re- 
alty Corp.  in  a  $1.43  billion  stock  swap 
aimed  at  creating  the  nation's  largest 
publicly  held  real  estate  company.  Says  a 
banker  who  worked  on  the  deal:  "Mel 
and  Herb  realize  the  best  thing  [for  de- 
velopers] to  do  now  is  buy  each  other." 
FROM  SCRATCH.  The  deal  also  acceler- 
ates the  changing  of  the  guard  for  the 
Simon  dynasty,  which  owns  62  malls 
and  55  shopping  centers  in  28  states. 
The  Simon  patriarchs,  the  sons  of  a  tai- 
lor who  immigrated  from  Central  Eu- 
rope, in  recent  years  have  been  ceding 
control  to  Melvin's  son  David,  34,  who 
will  retain  his  position  as 
chief  executive  officer  of 
the  new  company.  Mel- 
vin, 69,  and  Herbert,  61, 
who  together  built  the 
business  from  scratch, 
will  remain  co-chairmen. 
But  their  strengths  as 
developers  and  lessors 
are  less  suited  to  a  cli- 
mate of  retail  consolida- 
tion among  major  ten- 
ants and  bankruptcies 
among  specialty  stores. 
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THE  SON  ALSO  RISES:  Herbert,  Melvin  (left  to 
right),  and  the  new  ceo,  Melvin's  son  Do  nil 


The  company  "had  a  tendency  to  be  too 
transaction-oriented,"  says  David.  "We 
weren't  looking  at  the  big  picture." 

A  former  investment  banker  at  OS 
First  Boston  and  Wasserstein,  Perella  & 
Co.,  David  Simon  joined  the  family 
business  in  1990  and  is  credited  with  in- 
stilling much-needed  financial  discipline. 
The  Indiana  University  graduate,  who 
also  earned  an  mba  at  Columbia  Uni- 
versity, first  won  kudos  working 
through  a  1992  liquidity  squeeze  by  re- 
financing more  than  $1  billion  worth  of 
properties,  generating  about  $200  mil- 
lion in  cash.  In  1993,  he  strengthened 
the  company's  capital  by  taking  it  pub- 
lic. For  the  quarter  ended  Dec.  31, 
earnings  rose  nearly  30%,  to  $38.4  mil- 
lion, while  revenues  rose  13.9%,  to 
$155.4  million.  "We've  gotten  our  house 
in  ordtr,"  says  David. 

For  now,  the  challenge  will  be  merg- 
ing the  operations  of  the  two  mall  gi- 
ants. DeBartolo,  based  in  Youngstown, 
Ohio,  boasts  50  regional  malls  and  11 
shopping  centers  in  16  states.  David 
Simon  expects  the  union  to  save  the 
companies  about  $9  million  in  overhead. 
The  deal  also  broadens  the  Simons' 
reach  beyond  the  Midwest  and  Texas  to 
southeastern  markets 
such  as  Florida.  "I  think 
most  of  the  damage  to 
malls  has  already  been 
done,"  says  David  Simon. 
"I  think  we'll  start  see- 
ing an  uptick."  Maybe 
so.  But  they  had  better 
be  careful:  Field  of 
Dreams  was  a  hit  seven 
years  ago. 

By  Ron  Stodghill  II 
in  Chicago,  with  Zachary 
Schiller  in  Cleveland 


BUILDING  REVENUE 


ANNUAL  REVENUE  OF  SIMON 
PROPERTY  GROUP 


•  OF  SIMON  m 
1R0UP  ■ 


Hill 
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COMMENTARY 

By  David  Greising 


A  TOBACCO  DEAL  THAT  COULD  CLEAR  THE  AIR 


Imagine  the  pangs  in  the  stomachs 
of  tobacco  executives  most  days 
as  they  scan  their  morning  news- 
papers. Former  researchers  lay 
bare  the  industry's  secret  lab  tests 
on  addiction,  nicotine,  and  even  rat 
poison.  A  lawsuit  on  behalf  of  all 
addicted  smokers  reaches  the  appel- 
late court  on  Apr.  2  in  New  Orleans. 
Liggett  Group  Inc.  settles  health 
claims  with  the  Food  &  Drug- 
Administration.  And  seven  states 
file  suits  to  recover 
the  costs  of  treating 
tobacco-related  ill- 
nesses. One  rattled 
top  executive,  rjr 
ceo  Steven  F.  Gold- 
stone,  has  even 
gone  so  far  as  to 
tell  the  Financial 
Times  that  an 
industrywide  settle- 
ment of  tobacco 
claims  wouldn't  be 
completely  out  of 
the  question. 

Goldstone's  re- 
mark, which  a 
spokeswoman  says 
was  overblown  by 
the  press,  suggests  that  while  peace 
may  not  be  at  hand,  it's  at  least  con- 
ceivable. Why  would  Big  Tobacco, 
America's  antismoking  zealots,  and 
Washington's  bureaucrats  even  con- 
sider coming  to  a  compromise?  Be- 
cause each  has  so  much  at  stake. 
dark  clouds.  Tobacco  companies 
would  like  nothing  better  than  to 
have  the  twin  clouds  of  litigation  and 
regulation  blow  away.  Their  market 
values  would  soar,  and  the  companies 
could  concentrate  on  their  No.  1  pri- 
ority: exporting  to  rapidly  expanding 
overseas  markets.  Meanwhile,  the 
antitobacco  forces'  real  goal  of  an  en- 
forceable ban  on  the  marketing  and 
sale  of  tobacco  to  children  is  a  deal 
that  can  be  cut.  And  Congress  and 
the  President,  while  anxious  to  ap- 
pease the  health  crowd,  want  even 
more  to  protect  the  700,000  jobs  and 
$55.3  billion  in  gross  domestic  prod- 
uct represented  by  tobacco — not  to 
mention  the  industry's  hefty  political 
contributions. 

But  what  would  constitute  a  rea- 


sonable compromise  position  in  the 
long  battle  over  tobacco?  Here  is  one 
proposal: 

First  step,  Big  Tobacco  would 
need  a  permanent  ban  on  product  li- 
ability litigation — one  that  applies  to 
all  future  lawsuits;  private,  state,  and 
federal.  To  pave  the  way  for  such  a 
deal,  suits  now  pending  would  have 
to  be  cleared  from  the  dockets.  A 
reasonable  guideline:  Smokers  who 
took  up  cigarettes  before  the  health 


mmm.  mm  imp? 


risks  were  known  would  get  one 
amount,  those  who  began  smoking 
after  the  Surgeon  General's  warning 
would  get  less. 

A  ban  on  litigation  would  need  a 
nod  from  Congress,  which  should  de- 
mand access  to  all  tobacco  research  in 
exchange.  There  is  precedent  for  such 
protection:  In  1977,  during  the  swine 
flu  epidemic,  Congress  granted  phar- 
maceutical companies  immunity 
against  liability  claims  by  people  who 
fell  ill  from  the  untested  swine  flu  vac- 
cine. Still,  a  federal  free  pass  might 
ran  into  some  constitutional  chal- 
lenges, namely  the  due  process  rights 


The  overriding  goal  of 
the  FDA  and  health 

groups  is  to  stop 
cigarette  sales  to  kids 


of  private  litigants  and  states'  rights 
to  sue.  But  that's  for  the  lawyers  to 
work  out.  They  would  have  to  rely  or 
the  federal  right  to  regulate  interstat 
commerce  and  the  executive  branch's 
willingness  to  forswear  bringing  suits 
against  the  industry. 

The  FDA  would  have  to  cede 
ground,  too — most  important,  its  era 
sade  to  regulate  tobacco  as  a  drug. 
That's  not  impossible.  Since  the  real 
goal  of  the  fda  and  the  various 

health  groups  that 
lobby  the  agency  h 
to  stop  cigarette 
sales  to  children, 
regulators  would 
likely  accept  a  deal 
that  banned  all 
vending  machines 
and  most  advertis- 
ing. Cigarette  com- 
panies could  publis 
only  black-and- 
white,  print-only 
ads — no  frolicking 
couples,  no  phallic 
camels. 

BIG  JUMP.  To  win 

White  House  back- 
ing, Big  Tobacco  (o 
its  customers)  would  have  to  ante 
up,  say,  an  additional  250  per  pack  ii 
excise  taxes,  for  a  total  of  $25  billior 
per  year.  That's  about  enough  to  cov 
er  the  federal  government's  smoking 
related  health-care  costs,  but  far  les; 
than  the  $1.25  a  pack  that  President 
Clinton  wanted  to  finance  his  nation- 
al health-care  reform  plan.  That 
would  make  excise  taxes  for  a  com- 
pany such  as  rjr  Nabisco  Inc.  about 
$6  billion  a  year.  But  considering 
Sanford  C.  Bernstein  &  Co.  analyst 
Gary  Black's  estimate  that  rjr's 
stock  market  value  could  jump  by  as 
much  as  $56  billion  once  the  pall  of 
cigarette  litigation  were  lifted,  that's 
not  such  a  bad  deal  at  all. 

This  plan  may  sound  too  pragmat- 
ic— even  cynical.  But  like  any  good 
compromise,  it  requires  sacrifice  on  a 
sides.  Besides,  as  any  smoker  knows 
all  too  well,  there's  no  way  to  handle 
tobacco  and  come  out  without  a  stain 

Greising  is  business  week' 
bureau  chief  in  Atiantc 


44  BUSINESS  WEEK  /  APRIL  15.  1996 


CLEANING  HOUSE 


To  prepare  for 
more  Street 
scrutiny  after 
the  spin-off, 
EDS  will  write 
off  obsolete 
facilities  and 
take  a  $500  mil- 


tATEGIES 


HY  EDS  WON  T  BE  SORRY 
I  BE  SINGLE  AGAIN 

!  computer-services  giant  foresees  more  flexibility  after  GM 


ter  12  years  under  the  watchful 
iye  of  parent  General  Motors  Corp., 
reedom  is  finally  within  reach  of 
tronic  Data  Systems  Corp.  On  Apr. 
fs  board  approved  the  terms  of  the 
•awaited  spin-off.  But  as  the  com- 
r-services  giant  ponders  its  future 
aut  gm,  probably  by  June,  the  risks 

as  large  as  the  rewards. 
)r  starters,  the  nearly  $4  billion  in 
less  eds  gets  from  gm,  or  31%  of  its 
all  revenues  last  year,  will  slowly 

to  competition.  Although  the  two 
nailed  down  a  10-year  service 
ement,  15%  of  the  gm  work  could 
ut  out  for  bid  by  2000  and  25%  by 
.  eds  is  also  granting  a  price  break 
omputing  costs  to  gm,  retroactive 
ie  start  of  this  year, 
r  CONSCIOUS.  EDS  figures  its  reve- 
from  gm  will  drop  "slightly,"  with 
ts  sliced  by  as  much  as  $68  million 
year — or  about  6%  of  some  ana- 
'  prior  estimates,  eds  will  also  pay 
00  million  dividend  to  gm  as  the 
!  of  freedom.  While  eds  called  the 
a  good  one  that  locks  in  the  world's 
ist  outsourcing  agreement,  inves- 

drove  gm's  Class  E  shares  down 
to  about  54lA,  in  the  days  following 
innouneement. 

)S,  which  gm  bought  for  a  mere  $2.5 
n  in  1984,  is  hardly  in  deep  trouble, 
yst  William  D.  Rabin  of  J.  P.  Mor- 
Securities  figures  that  its  earnings 
climb  11%  this  year,  to  more  than 
illion — before  one-time  charges — on 


a  revenue  gain  of  18%,  to  $14.6  billion. 
"I'm  telling  investors  this  is  an  opportu- 
nity," says  Rabin,  "eds  as  an  indepen- 
dent company  is  going  to  be  much  more 
aggressive  and  much  stronger."  And  gm 
still  has  a  big  stake  in  eds,  considering 
that  its  pension  fund  holds  150  million 
Class  E  shares. 

As  it  prepares  itself  for  increased 
Wall  Street  scrutiny,  eds  is  taking  the 
opportunity  to  clean  house.  "They  want 
to  get  lean  as  they  spin 
themselves  out,"  says  an- 
alyst Terrence  M.  Quinn 
of  Furman  Selz  Inc.  EDS 
says  that  could  mean 
writing  off  obsolete  facil- 
ities and  taking  a  pretax 
charge  of  $500  million  to 
$750  million  in  the  sec- 
ond quarter,  eds  will  also 
cut  up  to  5,000  of  its 
95,000  employees,  tkeugh 
it  says  total  employment 
should  increase  through 
new  business.  "Market  conditions  de- 
mand that  we  be  very  prudent  with  our 
costs,"  says  Gary  J.  Fernandes,  who 
will  be  vice-chairman  after  the  spin-off. 

Since  its  founding  in  1962  by  Ross 
Perot,  eds  has  grown  rapidly  through 
outsourcing  deals,  in  which  it  typically 
swallows  the  data-processing  facilities 
and  related  employees  of  its  customers. 
In  recent  years,  though,  the  growth  in 
costs  has  outstripped  the  gain  in  reve- 
nues. Howard  Anderson,  managing  di- 
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rector  of  consultant 
Yankee  Group  Inc., 
says  eds  must  boost 
productivity  by  more 
than  20%  "to 'match 
rival  Andersen  Con- 
sulting. Partly  as  the 
result  of  heavy  up- 
front costs  on  major 
contracts,  eds's  oper- 
ating margins  fell 
from  13.1%  in  1993 
lion-plus  Charge  to  12.3%  last  year. 

EDS  has  also  been 
struggling  to  adapt  to  a  market  in 
which  the  mainframe  is  no  longer  king. 
Fernandes  says  one  reason  for  the  re- 
structuring is  to  make  room  for  em- 
ployees with  skills  in  desktop  computing, 
the  Internet,  mobile  computing,  and  oth- 
er booming  fields.  Customers  are  also 
demanding  help  not  just  in  installing 
technology  but  in  rethinking  business 
strategies  and  processes.  That's  a  field 
where  eds  has  lagged  behind  such  rivals 
as  Andersen  and  Computer  Sciences 
Corp.  To  beef  up  those  skills,  eds  last 
year  bought  consultancy  A.  T.  Kearney 
Inc.  for  more  than  $300  million. 
breathing  ROOM.  Despite  what  could 
prove  a  painful  transition,  eds  insists 
that  its  future  is  brighter  as  an  indepen- 
dent entity.  With  its  own  credit  rating, 
eds  will  have  "more  efficient  access"  to 
capital  and  more  flexibility  in  entering 
markets  and  forming  alliances,  predicts 
Chief  Executive  Lester  M.  Alberthal 
Jr.,  a  28-year  EDS  veteran.  And  after 
two  years,  it  can  use  its  own  stock  for 
acquisitions.  Analysts  say  eds  is  on  the 
prowl  for  consulting  and  information- 
technology  companies,  particularly  in 
Europe  and  Asia,  eds  also  expects  more 
work  from  gm  rivals  in 
the  automotive,  aero- 
space, and  consumer  fi- 
nancing fields,  where  the 
company  figures  the 
spending  on  information 
technology  tops  $60  bil- 
lion a  year. 

Rivals  aren't  quaking. 
"It's  hard  for  us  to  see 
how  eds  would  compete 
any  differently  than  they 
have,"  says  Leon  J.  Lev- 
el, chief  financial  officer 
at  Computer  Sciences.  He  figures  there's 
room  for  everyone  in  outsourcing  and 
consulting  markets,  which  are  growing 
by  15%  to  20%  a  year. 

Computer  Sciences  and  others  hope 
to  nab  some  GM  business.  But  eds  en- 
joys a  powerful  position  as  the  incum- 
bent. And  it  has  two  years  before  any 
meaningful  amount  of  work  can  be  tak- 
en away.  That  should  be  time  enough 
for  eds  to  get  in  fighting  trim. 

By  Wendy  Zellner  in  Dallas 
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TAXES  

THE  IRS  IS  BADLY 
OVERTAXED 

Antiquated  computers,  budget 
cuts,  and  layoffs  aren't  helping 

In  her  spacious  office  overlooking  Con- 
stitution Avenue,  Internal  Revenue 
Service  Commissioner  Margaret  M. 
Richardson  keeps  more  than  the  usual 
bound  version  of  the  federal  tax  code. 
Stuck  in  a  corner  is  a  hard  hat  left  over 
from  a  groundbreaking  ceremony — a  bit 
of  headgear  she  may  need  to  block 
brickbats  this  season  from  Congress. 

As  Apr.  15  fast  approaches,  the  agency, 
hit  hard  by  budget  cuts  and  internal 
management  strife,  has  thrown  all  of  its 
energy  into  one  job — surviving  this  year's 
filing  season.  By  most  measures,  the 
agency  America  loves  to  hate  will  make 
it  through  the  season  without  the  kind  of 
delayed  refunds  that  marred  last  year. 
Despite  a  $160  million  budget  cut,  to  $7.4 
billion,  and  the  projected  loss  of  8,000 
jobs  this  year — 7%  of  its  workforce — 
Richardson  says  the  service  has 
processed  82%  of  the  returns  it  received 
by  late  March.  "It's  been  an  amazingly 
smooth  year,  so  much  better  than  last 
year,"  says  Tom  Zimmennan,  acting  pres- 
ident of  tax  services  for  h&r  Block  Inc. 
GRIPING.  But  Richardson,  who  has  had 
the  irs's  top  job  since  1993,  is  keeping 
her  ship  afloat  by  tossing  overboard 
everything  that's  not  nailed  down.  That's 
already  taking  a  heavy  toll  on  the 
agency's  efforts  to  nab  tax  cheats.  And 
in  the  long  run,  it  could  mean  further 
delays  in  the  irs's  disastrous  computer- 
modernization  efforts.  The  result:  The 
federal  government,  always  short  on 
revenue,  could  be  saddled  with  a  rev- 
enue-collecting agency  permanently  un- 
able to  cany  out  its  crucial  mandate. 

Tax  professionals  gripe  that  the  IRS  is 
able  to  process  returns  only  by  pulling 
many  [RS  staffers  from 
other  duties.  Sheldon  J. 
Ganis,  a  partner  in 
Grant  Thornton's  New 
York  office,  says  one  re- 
cent client  audit  took  20 
months  because  the  IRS 
agent  was  twice  pulled 
off  for  other  assign- 
ments. Joseph  F.  Lane, 
a  Menlo  Park  (Calif.)  ac- 
countant, complains  that 
getting  a  new  Federal 
Employer  Identification 
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Number  for  a  business  client — a  process 
that  once  could  be  done  over  the 
phone — now  can  take  weeks.  "Cutting- 
services  for  tax  professionals  only  pro- 
duces a  false  economy,"  grouses  Lane. 

Individuals  seeking  advice  have  it 
just  as  bad.  In  the  past  year,  Richardson 
has  shuttered  93  of  the  535  walk-in  as- 
sistance centers.  Instead,  the  irs  is  en- 
couraging filers  to  use  a  new  automated 
phone-help  line  and  its  Web  page  on 
the  Internet  that  lets  users  download 
tax  forms. 

The  irs  never  gets  much  support 
from  Capitol  Hill,  but  the  GOP-dominat- 
ed  Congress  has  been  hammering  the 
agency  at  every  turn.  In  a  1995  speech, 
House  Speaker  Newt  Gingrich  (R-Ga.) 
blasted  IRS  efforts  to  resume  so-called 
"superaudits" — intensive  exams  to  de- 
termine compliance  trends — as  "a  little 
bit  like  the  return  of  the  Inquisition." 
Notes  Richardson:  "There  has  been 
more  heightened  rhetoric  than  at  any 
other  time  in  the  30  years  I've  been 
practicing  tax  law." 

The  criticism  and  the  budget  cuts 
have  hurt  agency 
morale.  Some  45  senior 
executives  took  early  re- 
tirement in  1995,  includ- 
ing the  head  of  compli- 
ance. "They're  still 
talking  a  good  game,  but 
the  effects  of  the  brain 
drain  are  starting  to 
show,"  says  one  former 
irs  official. 

Perhaps  most  trou- 
bling, the  agency's  vaunt- 
ed Tax  Systems  Modern- 


ization (tsm)  program — designed  t< 
place  its  outdated  system  with  a  stal 
the-art  network  employing  digital  i: 
ing — is  in  disarray.  And  lawmakers 
delay  further  funding  unless  the  ag 
develops  a  coherent  long-range  plan, 
agency's  proposed  computer  upgrade 
become  a  "$4  billion  fiasco  that  is  f 
dering  because  of  inadequate  plann 
says  Representative  Jim  Lightfoot 
Iowa),  chairman  of  a  key  House  aj 
priations  subcommittee. 
WORSE  YET?  After  years  of  denis 
irs  officials,  Treasury  Secretary  Rc 
E.  Rubin  admitted  to  a  congress 
subcommittee  on  Mar.  28  that  tsm 
"very  serious  problems."  And  he  vc 
to  give  more  authority  to  outside 
tractors,  despite  objections  from  iRt 
reaucrats  reluctant  to  cede  control, 
experts  worry  that  the  agency's 
quated  computer  system  could  coll 
before  it  can  be  upgraded.  "They 
keeping  those  things  running  with 
ble  gum  and  rubber  bands,"  frets 
Hill  staffer. 

As  tough  as  the  irs's  current  p 
is,  some  believe  it  could  worsen, 
cause  of  the  growing  popularity  oJ 
Internet,  more  commerce  will  be 
ducted  in  cyberspace.  And  with  th( 
tential  for  many  of  the  transactioi 
be  conducted  anonymously,  the  irs 
not  be  able  to  keep  pace  with  a 
generation  of  high-tech  tax  cheats. 

Richardson  remains  confident  th< 
can  adapt  to  the  digital  age.  But  as 
as  the  agency  is  trapped  in  a  time  v 
it  may  be  in  for  a  serious  case  of  fu 
shock. 

By  Dean  Fount  in  Washin 
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I      For  Insight  Into  Better 
I  Order  Processing,  A  Gravel 
b     Company  Dug  Into  An 
^  Innovative  Banking  Process. 

Where  Should  You  Dig? 


Mine  your  own  deep  insights  with 
help  of  the  Global  Best  Practices  M 
?roach.  Arthur  Andersen  profes- 
nals  will  work  closely  with  you  to 
element  effective  solutions. 
Their  secret?  Years  of  experience 
ng  the  exhaustive  Global  Best 
ictices  knowledge  base,  available 
y  to  them.  It's  the  first  of  its 
d  and  still  without  peer. 

>  Arthur  Andersen.  Arthur  Andersen  &  Co,  SC  All  nghls  reserved 


Aggressively  enriched,  it  abounds 
with  breakthrough  quantitative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  extensive  research. 
Plus,  published  examples  like  the 
gravel  company  that  patterned  its 
order  processing  after  an  ATM  system. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver  a 


rock-solid  performance.  Call 
1-800-313-3209  or  visit  our  Web  site 

athttp:/ 'lwww.ArthurAndersen.com. 

Global  Best  Practices5™ 
Putting  Insight  Into  Practice 

Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 


Luxury  Doesnt  Have  To  Be  Boring. 


•  3.5-utlk,  210-horsepower,  v-6  engine 

•  Dual  air  sacs  standard 
•  Anti-Lock  Braking  System  IABSI 

•  Automatic  Climate  Control  System 
'  Power  moonrooi  with  tilt  tlature 

Heated  front  seats'  with  memory  feature 
•  Priced  from  $41,000^ 


^jfwtvx.  are  those  who  seem  to  believe  that  one's  desire 
exhilaration  must  be  sacrificed  in  order  to  satisfy  their  need 
luxury.  We  suggest  they  drive  the  new  Acura  3.5RL. 

This  automobile  is  anything  but  boring.  Its  lightweight, 
-liter,  V-6  engine  churns  out  210  horsepower  and  the  most 


in  its  class,  the  RL  has  the  ability  to  tame  corners  and  smooth 
the  road.  The  interior  is  surprisingly  spacious,  with  burled  wood* 
and  astonishingly  soft  leather.  It  is  also  exceedingly  quiet,  thanks 
to  honeycomb  floor  panels  and  exceptional  solid-body  rigidity. 
The  result  of  all  these  details  is  an  impressive  new  flagship  - 


■que  in  its  class.  That  means,  unlike  many  luxury  cars, 
I  RL  delivers  its  power  immediately  upon  request. 

All  this  power,  however,  does  not  come  at  the  expense  of 
lOOthness  or  comfort. Thanks  to  a  4-wheel,  double-wishbone, 
pmetrically  enhanced  suspension,  and  the  longest  wheelbase 


the  top-of-the-line  Acura.  The  new  Acura  RL  is  one  luxury 
automobile  that  has  absolutely  everything  you  need,  yet 
deprives  you  of  absolutely  nothing  your  soul  requires.  And, 
after  all,  isn't  that  what  true  luxury  is  all  about'  \  It 

For  more  information,  call  1-800-TO-ACURA.  S^i-tf^K 
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WINE 


GRAPES 
OF  WRATH 

A  tony  California  vintner  claims  Gallo  ripped  off  its  label 


■  n  the  California  wine  industry,  no- 

■  body  tangles  lightly  with  E.  &  J.  Gal- 
lic- Winery  Inc.  The  Modesto  (Calif.) 
company  still  sells  one  out  of  three  bot- 
tles of  wine  produced  in  the  state  and 
holds  tremendous  clout  with  growers, 
distributors,  and  retailers.  Patriarch 
Ernest  Gallo  is  feared  as  a  litigious,  ag- 
gressive competitor. 

On  Apr.  1,  however,  Jess  S.  Jackson, 
chief  executive  of  the  state's  premier 
chardonnay  powerhouse,  Kendall-Jack- 
son Wineiy  Ltd.,  and  no  wallflower  him- 
self, threw  down  the  gauntlet.  In  a  law- 
suit that  has  gossipy  Napa  Valley 
uncorked,  Jackson  accuses  Gallo  of  de- 
liberately copying  the  logo  and  so-called 
trade  dress  of  his  wine  bottles  and  mar- 
keting materials.  At  issue:  Gallo's  9- 
month-old  Turning  Leaf  brand,  which 
features  a  single  leaf  decorated  in  fall 
colors.  Jackson  charges  the  label  is  re- 
markably similar  to  the  single-leaf  pat- 
tern that  decorates  his  Santa  Rosa 
(Calif.)  winery's  products. 

Jackson  says  Gallo  used  focus  m—mm* 
groups  to  study  what  cus- 
tomers— who  often  forget  the  ' 
names  of  wines — remembered 
about  Kendall-Jackson's  labels.  I 
That,  he  says,  is  why  Gallo 
picked  the  colored  leaf  out  of 
a  world  of  options.  He's  asking 
that  Turning  Leaf  be  yanked 
from  store  shelves,  that  profits 
be  returned  to  Kendall-Jackson, 
and   that  punitive  damages 
be  awarded.  "Our  customers 
are  confused,"  Jackson  says. 
"They're  asking  us  about  our  ': 
new  label.  We're  afraid  Gallo 
will  cheapen  our  image." 
BAGGAGE.  The  fiercely  private  Gallo  op- 
eration won't  answer  questions  about 
the  suit  and  issued  only  an  unsigned 
statement  contending  that  its  designs 
are  "very  different"  and  the  complaint 
"is  an  obvious  public-relations  ploy." 

racksori  produces  recent  market-share 
data  -nowing  that  the  cheaper  Turning 


Leaf  has  zoomed  to  fifth  place 
in  chardonnays  sold  in  super- 
markets in  recent  weeks  and 
even  displaced  Kendall-Jack- 
son's pinot  noir  as  that  vari- 
etal's  top-selling  brand.  Jack-  $ 
son  has  hired  San  Francisco  I 
litigator  Frederick  P.  Furth, 
himself  the  owner  of  super- 
premium  Chalk  Hill  Win- 
ery, to  carry  his  banner. 
"If  Gallo  thinks  this  is  a 
pr  ploy,  let's  see  them  , 
produce  the  data  show- 
ing  how  they  decided  i 
on  the  label  and  the  s 
design,"  says  Furth. 

It's  no  secret  that  " 
Gallo  remains  saddled 
with  the  reputation  of 
its  former  mainstay — 
lower-quality  "jug" 
wines.  Consumers  have 
embraced  more  expen- 
sive varietal  wines  that 


I 
I 


Kendall-Jackson 


Chardonnay 


UNCORKING  A  LAWSUIT: 

Kendall-Jackson  says  its 
customers  are  "confiised" 
by  Gallo's  label 


emphasize  the  character  of  particular 
grapes,  such  as  zinfandel  or  pinot  noir. 
They  have  been  slow  to  accept  that  Gal- 
lo, the  maker  of  such  palate-blasters  as 
Thunderbird  and  Night  Train  Express, 
could  also  pull  off  a  delicate  chardonnay 
suitable  for  drinking  with  salmon  in  dill 
sauce. 

From  1990  to  1995,  according  to  in- 


dustry consultants  Gomberg  Fred 
son  &  Associates,  Gallo's  wine  s 
ments  declined  by  20%,  to  56  mil 
cases,  despite  efforts  to  bring  out  h 
er-quality  varietal  wines.  During 
same  period,  Kendall-Jackson 
4  creased  its  shipments  from  611 
*  cases  to  over  2  million. 

Legally  as  well  as  colloquially, 
term  for  trying  to  pass  off  one  bi 
g  as  a  competitor's  is  "palming  off." 
a  lawsuit,  filed  in  U.  S.  District  C 
i  in  San  Francisco,  in  part  alleges 
Gallo  pressured  distributors  to  pos: 
Turning  Leaf  near  Kendall-Jacl 
wines  in  hopes  of  implying  that  i 
t  Kendall-Jackson  product.  Indeed, 
I  Gallo  name  is  nowhere  on  the  T 
i  ing  Leaf  label.  "When  I  saw 
thought  it  was  Kendall-Jacks 
fe  says  Darryl  Roberts,  publi; 

■  of  Wine  X  magazine.  "Un 

■  saw  Modesto  on  the  lab< 
thought  it  was  kj's  enti 
in  the  lower  range." 
"VERY  BLOODY."  La 
aside,  there  are  some 
scabs  getting  picked  her 
well.  Jackson  and  Gallo  1 
tangled  publicly  over  in< 
try  lobbying  and  marke 
efforts  in  the  past.  JacI 
helped  found  the  Fai 
Winemakers  of  Californi 
represent  the  needs 
smaller  producers.  F 
Jackson,  in  his  former 
as  an  attorney,  once  re; 
sented  Joseph  Gallo, 
younger  brother  of  En 
and  the  late  Julio,  in  a  bi 
awsuit.  The  older  Ga 
successfully  sued  Josepl 
prevent  him  from  using 
Gallo  name  on  his  ch( 
business  after  claiming  1 
his  poor-quality  proc 
cheapened  their  brand. 

"This  is  going  to  b 
very  bloody  and  drawn 
"  battle,"  predicts  Rich  ( 
tiere,  an  industry  analyst  with 
newsletter  Wine  Business  Inst 
"These  are  two  of  the  shrewdest  pe 
in  the  wine  business,  and  they're 
kind  of  people  who'll  fight  to  the  fin 
Whatever  the  outcome,  it's  bounc 
leave  a  sour  aftertaste. 

By  Joan  O'C.  Hami 
in  San  Franc 


no  secret  that  consumers  have  been  slow  to  accept 
lea  that  Gallo  could  pull  off  higher-quality  wines 
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Your  business  car? 

i  years 

trying  to  figur 

intranet. 


P 

i  The  intranet.  Everyone's  talking  about  it,  but  few  are  taking 
J   advantage  of  it.  Whether  you're  talking  business-to- 
^^^^1     business,  or  business-to-consumer,  Sun  can  show  you 
the  opportunities  associated  with  the  intranet,  and  then 
rovide  you  with  the  products,  service  and  support  to  help  you  implement 
lose  solutions.  Everything  from  industry-leading,  easy-to-use  Netra'  servers  and  key  industry  partnerships,  to  the 

revolutionary  Java'"  technology,  and  SunScreen"  and  Solstice  FireWall-1 '  security  products. 
^§^^  I ^°  ^°n'^  waste  time  anc'  resources  trying  to  re-create  the  wheel,  call  Sun.  After  all,  we're 

l/g/g  [/      tne  'n1:ranet:  experts-we  helped  invent  it.  For  more  information  about  Sun  or  business 
fhe  network  is  the  computer-     solutions  already  in  place,  contact  us  at  http://www.sun.com  or  1-800-786-0785,  Ext.  370. 


I996  Sun  Microsystems,  Inc  All  rights  reserved  Sun,  Sun  Microsystems,  the  Sun  Logo,  Java,  SunScreen,  Solstice,  Netra  and  The  Network  Is  The  Computer  are  trademarks  or  registered 
idemarks  of  Sun  Microsystems,  Inc   in  the  United  States  and  other  countries   FireWall  l  is  a  trademark  of  Checkpoint  Software  Technologies.  Ltd  ,  used  under  license  by  SunSoft,  Inc 


YOUR  BIGGEST  GLOBAL  RISK  MAY  BE 

USING  AN  INSURER  WITHOUT  THE 
FINANCIAL  STRENGTH  AND  INTEGRATED 
GLOBAL  CAPABILITIES  OF  AIG. 


Quite  simply,  if  you 're  a  global  company,  you  face  a  variety  of  changing  financial 
exposures.  You  need  a  financial  partner  that  not  only  understands  complex  risks, 
but  can  also  provide  a  variety  of  insurance  and  financial  solutions.  Not  to  mention 
the  size,  strength  and  stability  to  be  there  for  the  long  term.  Enter  AIG  —  with 
unparalleled  global  capabilities  backed  by  extraordinary  financial  strength. 

What  AIG  offers  is  expertise  not  only  in  insurance,  but  also  in  managing  and 
integrating  total  marketplace  risk.  By  combining  traditional  insurance  with 
sophisticated  financial  solutions,  we  create  unique  consolidated  risk  financing 
programs,  including  large-limit  multiyear  packages  with  flexible  terms  and  limits. 

And  who  better  to  meet  your  local  needs  than  someone  who's  there? 
With  offices  in  130  countries  and  jurisdictions  throughout  the  world,  we  have  an 
unmatched  knowledge  of  local  conditions  and  regulations.  These  resources  deepen 
our  own  on-the-ground  financial  structuring,  engineering  and  claims  capabilities. 

To  underscore  that  we  can  handle  all  your  needs,  we've  even  created  a 
specialized  division,  AIG  Global  Risk.  Only  AIG  could  bring  together  this  seamless 
unit  to  provide  integrated  risk  management  solutions.  Access  is  just  a  call  away. 

And  we  back  it  all  up  with  an  impeccable  balance  sheet,  Triple-A  ratings, 
capital  funds  of  nearly  $20  billion,  and  net  loss  reserves  approaching  $20  billion. 

So  we'll  be  there  whenever  and  wherever  you  need  us.  Because  no  one  else  can. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group.  Inc ,  Dept  A,  70  Pine  Street,  New  York,  NY  10270 
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ED  BY  KELLEY  HOLLAND 


SCO  REARRANGES 
;  FURNITURE 

RICHARD  MANOOGIAN 

asco  isn't  afraid  to  admit 
stake — even  a  $1  billion 
On  Apr.  1,  Manoogian 
unced  Masco  was  selling 
lome  furnishings  busi- 

for  $1.1  billion  to  a 
ip  of  investors  that 
des  Citibank.  The  deal 
ids  a  blue-chip  collec- 
af  brand  names  including 
redon,  Drexel  Heritage, 

Lexington — "the  best 
ds  in  the  industry,"  says 
oogian.  With  the  sale, 
:o  can  refocus  on  building 
ucts  and  plumbing  oper- 
is.  But  Manoogian,  who 
engineered  hundreds  of 
isitions  at  Masco  and  its 
r  company  MascoTech, 

ready  to  put  away  his 


CLOSING  BELL 


KERRY  POPPINS 

only  spring,  but  corn 
iady  is  high  at  the  Chica- 
3oard  of  Trade.  May  corn 
tracts  closed  at  $4.14  a 
he!  on  Apr.  2,  up  from 
87  on  Mar.  1.  Evidence  is 
unting  that  higher  prices 
e  failed  to  stem  demand, 
nestic  markets  crave  corn 
jp,  animal  feed,  and  the 
:,  and  exports  continue  to 
im.  Prices  could  go  higher 
I.  "At  a  certain  level,  live- 
ck  will  be  killed  and  new 
d  will  be  brought  into  cul- 
ition,  but  we're  not  there 
I  says  Goldman  Sachs 
ilyst  Steve  Strongin. 
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checkbook  just  because  he 
tripped  on  the  furniture. 
Next  on  the  agenda:  Euro- 
pean expansion. 

MATTEL  AND  DISNEY: 
NO  HARD  FEELINGS 

IS  SOMEONE  PLAYING  GAMES? 

Just  as  Disney  and  Mattel 
announced  a  three-year 
licensing  deal  on  Apr.  3,  news 
of  a  former  Mattel  execu- 
tive's suit  against  Mattel 
broke  in  the  Wall  St.  Journal. 
It  alleges  that  execs  inflated 
financial  results  and  improp- 
erly accounted  for  $17  million 
in  royalty  payments  owed 
Disney.  The  sec  is  investi- 
gating, but  Mattel  denies  the 
charges.  Sources  close  to  Dis- 
ney say  it  knew  of  the  suit 
ahead  of  the  toy  deal  and  that 
Disney  is  not  owed  money. 

INCOS  LODE 
OF  GOOD  LUCK 

INCO  IS  POISED  TO  WIN  THE 

bidding  war  for  Diamond 
Fields  Resources,  owner  of 
what  may  be  the  world's  rich- 
est nickel  deposit.  No.  1  nick- 
el producer  Inco  topped  a 
Falconbridge  bid  for  Diamond 
Fields  on  Mar.  26.  Falcon- 
bridge  sweetened  its  offer  on 
Apr.  2.  Then,  the  next  day, 
Diamond  Fields  agreed  to 
accept  the  $3.3  billion  Inco 
bid.  But  the  auction  may  not 
be  over.  Falconbridge  says  it 
remains  interested  in  Dia- 
mond Fields  and  is  reviewing 
its  options. 


ANSEL  ADAMS 
FOR  WINDOWS 

ANSEL  ADAMS  IS  JOIN- 

ing  the  Digital  Age — 
and  Microsoft's  Bill 
Gates  is  the  benefi- 
ciary. On  Apr.  2,  Cor- 
bis,  a  Gates-owned 
company  out  to 
become  the  world's 
largest  depository  of 
digital  images, 


HEADLINER:  RICHARD  SIMMONS 


METAL  MAGNATE 


With  his  1980  purchase  of 
Allegheny  International's 
metals  business,  Alleghe- 
ny Ludlum  Chairman 
Richard  Simmons 
made  a  virtue  out 
of  focus.  While 
Allegheny 
International,  a 
behemoth  mak- 
ing everything 
from  Sunbeam 
blenders  to 
Wilkinson  Sword 
blades,  fell  into  bankrupt- 
cy in  the  late  '80s, 
Allegheny  Ludlum 's  stain 
less  steel  made  steady 
profits.  Now,  with  a  $3.2 
billion  bid  for  Los  Ange- 
les' Teledyne,  Simmons  is 
ready  to  diversify. 

The  deal  would  make 
Allegheny  Teledyne  the 
world's  largest  specialty 


steel  company,  with  rev- 
enues of  $4  billion.  Grant- 
ed, Teledyne  comes  with  a 
string  of  niche  business- 
es. Simmons,  64, 
says  he  embraces 
the  mix,  but 
market  sources 
predict  he'll 
spin  some  off. 
Simmons  says 
he  pursued  Tele- 
dyne's  metal  busi- 
ness for  a  decade,  but 
Teledyne  wanted  a  broader 
deal.  When  whx  launched  a 
hostile  bid  in  January,  Sim- 
mons decided  to  diversify 
into  the  role  of  white 
knight — though  he'll  share 
control  with  Teledyne  ceo 
William  Rutledge.  Time 
will  tell  if  Simmons'  mettle 
for  metal  pays  off. 

By  Stephen  Baker 


announced  it  won  exclusive 
electronic  rights  to  the  famed 
photographer's  works.  Bill 
Turnage,  managing  trustee 
of  Adams'  works,  says  Gates 
has  the  resources  and  vision 
to  take  the  Adams  works 
"into  the  21st  century."  In 
return,  the  trust  gets  higher 
royalties,  and  a  Corbis  pledge 
to  spend  up  to  $1  million,  to 
develop  a  cd-rom  on  Adams, 
due  out  in  1997. 


A  C-NOTE  TOO  UGLY 
TO  COUNTERFEIT? 

HIDEOUS?  YOU  BET.  BUT  THE 

new  $100  bill,  which  entered 
circulation  on  Mar.  25  and 


POOR  BEN:  Even  $1  bills  may  go  off-kilter 


has  Ben  Franklin  off-center, 
hasn't  prompted  an  outcry. 
"It's  ugly,  but  if  the  Federal 
Reserve  and  the  Treasury 
want  to  fight  counterfeiting, 
it'll  do  a  good  job"  because  it's 
hard  to  copy,  says  James  C. 
Benfield,  director  of  Coin 
Coalition.  Expect  trouble, 
experts  say,  when  Treasury 
tries  to  use  the  design  for  $20, 
$10,  $5,  and  $1  bills  by  2000. 
"Vendors  will  go  bananas"  if 
they  have  to  remake  vending 
machines,  says  Benfield. 

ET  CETERA . . . 

■  p&g  is  suing  Amway,  saying 
its  distributors  are  linking 
p&g  to  satanism. 

■  itt  may  launch 
a  bid  for  Bally  Enter- 
tainment. 

■  American  is  propos- 
ing to  pilots  a  lower- 
paying  short-haul 
operation. 

■  Awesome!  Planet 
Hollywood  is  going 
public. 
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HOW     REPORTER     GEORGE     LACY  CRACKED 


A    TOP    STORY    OVER    BACON    AND  EGGS 


It's  amazing  what  you  can  do  with  a  pager  these  days.  And  PageNet  allows  you  to  choose  local, 
regional  or  national  coverage  at  an  unbelievable  value.  So  now,  being  out  of  the  office  doesn  t 
mean  being  out  of  the  game.  For  more  information  about  the  world's  largest  paging  network,  call 
1-800-PAGENET  or  visit  our  Internet  website  at  http://www.pagenet.com 


6:14  A.M. 

Little  sice/)  mat  ',  s  f'oi  a  big 
appetite.  {/'lev  a  full  night 
chasing  rumors  regarding 
sale  of  the  city's  baseball  tc 
an  unfamiliar  source  delivi 
even  more  hearsay. 

6:48  A.M. 

Another  page  reveals  the  m 
of  a  certain  millionaire  wit 
a  reputation  for  playing 
hardball.  It's  time  for  some 
major-league  snooping. 

2:07  P.M. 

The  trail  turns  cold  until  th 
arrival  of  a  hot  new  tip  on 
pager.  I  secret  meeting  at  i 
small  airport  ends  with 
bands/lakes  on  the  runway 
Looks  like  this  multi-millio 
dollar  rumor  is  right  on 
the  money. 

6:02  P.M. 

The  story  leads  at  six  o'clot 
making  tomorrow's  press 
conference  old  news.  And  c 
reporter  the  talk  of  the  tow 


IN    TOUCH    AND  IHGENK 


We  Feature  Quality  Motorola"  Pagers 


Washington  Outlook 


TED  BY  DOUGLAS  HARBRECHT 


AN  CLINTON  KEEP  CATHOLICS 
I  HIS  FOLD? 


I  ■hen  President  Clinton  sought  a  site  for  a  Mai-.  23  speech 

■  on  Corporate  America's  obligation  to  ease  workers'  eco- 

■  nomic  insecurity,  it  was  no  accident  that  he  picked 
ier  University,  a  Jesuit  college  in  Cincinnati.  His  address 
aimed  at  the  boardroom,  but  its  theme  of  enlightened  eco- 
dc  activism  reflected  the  Catholic  tradition  of  social  justice, 
ss  Clinton  has  learned,  such  moralizing  is  a  political  plus. 

nation's  60  million  Catholics  represent  30%  of  the  elec- 
te,  and  they  are  a  volatile  voting  bloc.  They  helped  Clinton 
ime  President  in  1992,  only  to  then  fuel  the  GOP  Revolution 
994.  Clinton's  ability  to  lure  working-class  and  suburban 
lolics  from  George  Bush  was  vital  to 
92  victory.  Among  Catholics,  Clinton 
Bush  44%  to  35%,  helping  tip  key 
es  such  as  Ohio,  Wisconsin,  Pennsyl- 
ia,  and  Michigan  to  the  Democrats, 
'or  Clinton,  it's  imperative  to  return 
t  Catholics  to  their  traditional  home 
lie  party  of  fdr  and  jfk.  So  far,  his 
•tship  appears  to  be  working.  In  a 
.  26  poll  by  the  Pew  Research  Center 
the  People  &  the  Press,  he  led  GOP 
,1  Bob  Dole  49%  to  44%  among 
holies.  In  Rust  Belt  states  where  ~ 
holies  are  concentrated — from  Connecticut  to  Wisconsin — 
ton  tops  Dole  by  margins  of  8%  to  14%. 
GET  PRACTICE.  Despite  his  support  for  abortion  rights, 
tist  Clinton  "is  in  a  position  to  have  the  highest  Catholic 
aort  since  the  '60s,"  concludes  Virginia  Tech  political  sci- 
st  Glenn  Richardson.  Even  Dole  strategists  concede  the 
sident's  edge.  "We  have  got  to  do  a  better  job  of  making 
positions  known  to  this  constituency,"  says  Dole  adviser 
Laid  J.  Devine.  "We  haven't  done  this  yet." 
•ne  reason:  Dole  spent  the  winter  wooing  the  fundamentalist 
testants  who  dominated  early  primaries.  Clinton,  mean- 
le,  skillfully  targeted  each  of  the  diverse  Catholic  con- 
lencies.  For  Irish  Catholics,  he  helped  speed  the  reconcili- 


MAKING  A  POINT:  President  and  Pontiff 


ation  in  Northern  Ireland  and  welcomed  Sinn  Fein  leader 
Gerry  Adams  to  the  U.  S.  For  Polish-Americans,  Clinton 
pushed  programs  to  rebuild  Poland's  market  economy.  He  re- 
minds Mexican-Americans  that  the  White  House  fought  dra- 
conian  immigration  curbs.  And  Clinton  frequently  stresses  ad- 
miration for  Mother  Teresa  and  for  his  Jesuit  education. 

Clinton  also  has  co-opted  the  gop's  social  message.  In  his 
State  of  the  Union  speech,  he  trumpeted  individual  responsi- 
bility, crime-fighting  measures,  and  support  for  school  uni- 
forms— all  top  issues  to  at  least  67%  of  Catholic  voters,  ac- 
cording to  the  Roper  Center  for  Public  Opinion  Research. 

"Clinton  has  done  a  very  good  job  ap- 
propriating the  Republicans'  values  lan- 
guage," says  Shaun  A.  Casey,  a  Harvard 
University  researcher. 

Not  that  Midwestern  Methodist  Dole  is 
a  tumoff  for  Catholics.  His  war  record, 
anti-abortion  stance,  and  support  for  fam- 
ily tax  credits  and  school  vouchers  res- 
onate with  the  majority  of  Catholics  who 
consider  themselves  social  conservatives. 
But  so  far,  says  a  gop  Catholic  scholar, 
"Dole  just  hasn't  caught  on." 

Still,  Republicans  are  encouraged  that 
in  the  '94  midterm  elections,  52%  of  Catholics  backed  GOP 
candidates — a  first.  Dole  aides  plan  to  hype  Clinton's  decision 
to  veto  a  gop  bill  that  would  outlaw  some  late-term  abortions. 
Dole's  ultimate  gambit  is  his  running  mate:  His  list  is  domi- 
nated by  Catholics,  including  Governors  John  Engler  of  Michi- 
gan, George  V.  Voinovich  of  Ohio,  and  Tommy  Thompson  of 
Wisconsin  and  California  Attorney  General  Daniel  E.  Lungren. 

Ultimately,  Dole  hopes  to  win  Catholics  by  turning  No- 
vember's election  into  a  referendum  on  character,  contrasting 
Clinton's  pious  rhetoric  with  a  record  of  ethical  lapses.  Given 
Clinton's  savvy — and  Bush's  failure  with  that  tack  in  '92 — 
the  strategy  may  be  less  a  hope  than  a  prayer. 

By  Lee  Walczak  and  Richard  S.  Dunham 


CAPITAL  WRAPUP 


BAVY  TRAIN? 

Federal  Transit  Administrator  Gor- 
'n  Linton  is  under  fire  from  his 
;ency's  own  Inspector  General  for 
egedly  misspending  government 
nds.  The  charge:  Instead  of  return- 
g  to  the  Treasury  some  $73  million 
rmarked  for  a  failed  Chicago  light- 
il  project,  he  gave  part  of  the  cash  to 
ttsburgh  and  Baltimore,  gop  law- 
akers  on  Capitol  Hill,  who  grouse 
at  Linton  was  currying  favor  in 
smocratic  strongholds,  want  a  Jus- 
:e  Dept.  probe.  Linton  says  the  spat 


stems  from  differing  legal  interpreta- 
tions of  transit  spending  rules. 

TIME  WARNER-TURNER  TIE-UP 

►  The  Federal  Trade  Commission  will 
finish  its  antitrust  review  of  Time 
Warner  Inc.'s  $7.5  billion  acquisition 
of  Turner  Broadcasting  System  Inc. 
in  early  June,  industry  sources  say. 
Federal  trustbusters  have  been  tak- 
ing a  hard  look  at  the  proposed  deal, 
and  some  modifications  are  likely.  One 
possibility:  divestiture  of  Turner  and 
Time  Warner  cable  programming  in 
overlapping  markets. 


KEYSTONE  STATE  CAPTAIN 

►  With  the  1996  election  coming  into 
focus,  President  Clinton  has  started 
recruiting  reelection  strategists.  One 
high  on  the  White  House  list:  Anthony 
T.  Podesta,  who  has  been  asked  to 
head  operations  in  the  swing  state  of 
Pennsylvania.  Podesta,  co-founder  of 
Hollywood-backed  People  for  the 
American  Way  and  a  top  adviser  in 
Clinton's  '92  California  effort,  runs  a 
telecom  lobbying  firm  that  represents 
such  giants  as  Capital  Cities/ABC,  CBS, 
Digital,  mci,  and  Silicon  Graphics. 
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Pratt      &  Whitne 


Look  while  others  leap 


Leap 


Letting  the  competition  get  the  jump  on  opportunities  can 
ultimately  flatten  you. 

Unless  you  enter  emerging  markets  first,  you  may  have  to  pay 
dearly  to  catch  up. 

That  doesn't  mean  leaping  without  looking.  It  means  being 
prepared  to  size  things  up  early  and  move  quickly. 

Which  is  why  United  Technologies  entered  East  Germany  as  the 
Berlin  Wall  fell.  And  why  we  were  first  in  line  to  re-enter  markets  like 
China,  Russia  and  Vietnam. 

In  fact,  we  are  in  every  country  on  Earth  but  six. 

And  we're  not  ruling  out  leaping  into  them  either. 


I: 


|%  United 

milton  Standard     UT  Automotive    %r  Technologies 


International  Business 


JAPAN 


TIME  TO 
MAKE  NICE 

Clinton  and  Hashimoto  agree  to  agree 


The  meeting  could  have  been  the 
most  fateful  trade  showdown  be- 
tween the  U.  S.  and  Japan  in 
years.  An  American  President  who 
came  into  office  emphasizing  U.  S.  eco- 
nomic interests  visits  the  troublesome 
trading  partner  as  he  heads  into  a  re- 
election battle.  A  no-nonsense  stance  on 
narrowing  the  U.  S.  trade  deficit  might 
win  votes  in  November.  Meanwhile, 
Japan's  Prime  Minister,  a  tough  former 
trade  negotiator,  signals  his  government 
isn't  going  to  give  ground  on  key  dis- 
putes. The  stage  is  set  for  conflict. 

Don't  bet  on  it.  When  President  Clin- 
ton meets  with  Prime  Minister  Ryutaro 
Hashimoto  in  Tokyo  on  Apr.  16-17,  he 
won't  be  wielding  anything  like  the  big 
stick — a  kendo  practice  sword — that  U.  S. 
Trade  Representative  Mickey  Kantor 
gave  then-Trade  Minister  Hashimoto  last 
year  during  bitter  auto  talks  in  Geneva. 

Instead,  Clinton  and  Hashimoto  will 
stick  to  what  they  can  agree  on.  Han- 
dlers will  attempt  to  create  a  "Bill-Ryu" 
relationship  reminiscent  of  the  famous 
"Ron-Yasu"  friendship  between  Presi- 
dent Reagan  and  Piime  Minister  Yasuhi- 
ro  Nakasone.  Clinton  and  Hashimoto  be- 
gan rehearsing  at  a  meeting  in  Santa 
Monica,  Calif.,  in  February. 

Trade  warriors  no  more?  Clinton  came 
into  office  as  a  trade  lion,  but  tensions 
between  China  and  Taiwan  and  between 
North  Korea  and  South  Korea  have 
helped  turn  the  Administration  into  a 
trade  lamb,  and  the  security  alliance 
with  Tokyo  has  taken  center  stage.  The 
Pentagon,  in  particular,  sees  U.  S.-Japa- 
nese  ties  as  crucial  to  deterring  Chinese 
military  pressure  on  Taiwan  and  guaran- 
teeing stability  on  the  Korean  peninsula. 

So  Clinton  will  agree  to  modest  steps 
such  as  noise  and  pollution  abatement  at 
U.  S.  bases  to  appease  Okinawans,  who 
are  outraged  by  the  rape  of  a  12-year- 
old  girl  by  three  American  Gis — but  no 
reduction  in  the  total  of  47,000  troops  in 


Japan.  In  turn,  Hashimoto  will  reaffirm 
Japan's  commitment  to  the  alliance.  Also 
expected:  deals  to  jointly  produce  a  new 
jet  fighter  and  to  share  logistical  support 
for  ships  and  planes. 
UNCHALLENGED.  But  the  U.  S.  won't 
press  Japan  to  pay  more  than  the  $5.5 
billion  it  already  pays  to  support  the 
U.  S.  military  presence.  And  ambiguity 
over  whether  Japan  would  let  the  U.  S. 
use  its  Japanese  bases  in  the  event  of 
regional  conflicts  will  remain  unchal- 
lenged. "U.  S.-Japan  relations  as  a  whole, 
and  security  relations  in  particular,  are  in 
very  solid  shape,"  says  Winston  Lord, 
Assistant  Secretary  of  State  for  East 
Asian  &  Pacific  Affairs. 

Both  Clinton  and  Hashimoto  get  to 
be  stars  in  this  kabuki.  Japan's  $59  bil- 
lion trade  surplus  with  the  U.  S.,  while 
still  America's  largest  with  any  nation,  is 
declining.  Even  before  landing  in  Tokyo, 
the  Administration  began  a  high-profile 
celebration  of  the  "success"  of  last  year's 
auto  pact.  Kantor  will  address  the  De- 
troit Economic  Club  on  Apr.  10  to  praise 


TETE  A  TETE:  The  two  leaders 
met  in  February  to  rehearse 


ON  DECK  AT  THE  U.S.S.  INDEPE 


it,  and  Clinton  will  hail  it  during  a 
to  a  Chrysler  Corp.  plant  in  Ohk 
Apr.  11.  In  fact,  progress  has  been  n 
slower  and  more  modest  than  either 
admit.  Only  30  Japanese  dealers  1 
signed  up  to  distribute  U.  S.-made 
since  the  accord  was  inked  last  J 
industry  sources  say.  That  suggesl 
will  be  hard  to  reach  the  U.  S.  targ< 
200  new  dealerships  per  year. 

For  his  own  domestic  audience,  H 
imoto  fulfills  a  pledge  to  strengthen 
U.  S.-Japan  relationship  while  maint 
ing  his  tough  stance  on  trade.  A  yoi 
er  generation  of  Japanese  leader 
their  50s,  like  the  Elvis-sidebur 
Hashimoto,  are  increasingly  confider 
their  economy  clicks  into  recovery 
the  long-depressed  Nikkei  stock  a 
age  rises  above  21,000.  If  Hashimoto 
work  out  an  agreement  to  reduce  th< 
trusiveness  of  U.  S.  military  force 
the  daily  lives  of  average  Japanese 
will  reap  further  political  gains  as  a  1 
er  who  can  manage  the  Marines. 

Japan's  tougher  stance  on  trad 
coming  in  part  from  bureaucrats  at 
Ministry  of  International  Trade  & 
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yioto  campaigned  on  a  pledge  to  strengthen  the  U.  S.-Japan  alliance 


stry.  miti  Vice-Minister  for  Foreign 
'airs  Yoshihiro  Sakamoto  threw  down 
i  gauntlet  during  a  lunch  at  the  For- 
n  Correspondent's  Club  in  Tokyo  re- 
itly  when  he  said:  "The  era  of  bilater- 
im  is  over."  Implication:  The  Japanese 
n't  negotiate  directly  with  the  U.  S., 
tead  referring  disputes  to  the  new 
irld  Trade  Organization, 
vim  followed  up  on  Apr.  1,  when  it  is- 
id  an  "unfair  trade  report"  attacking 
ishington's  request  to  extend  an  exist- 
;  semiconductor  pact  that  guarantees 
eign  manufacturers  at  least  20%  of 
■  Japanese  market.  The  government  is 
o  digging  in  against  Eastman  Kodak 
.'s  attempt  to  persuade  the  U.  S. 
ide  Representative's  office  to  bring 
ion  against  archrival  Fuji  Film  (side- 
:).  There  could  be  compromise  on  ai- 
ring U.  S.  insurers  better  access,  and 
s  two  governments  reached  an  air-car- 
agreement — but  those  are  decidedly 
dest  steps.  "Japan  is  increasingly  tak- 
;  the  stance  that  'we  don't  want  to 
k;  this  is  beyond  our  reach.'  It's  very 
ious,"  confides  a  U.  S.  official  in  Tokyo. 
Why  aren't  the  Americans  battering 


on  the  stone  walls?  Aside  from  security 
concerns.  Administration  heavies  such 
as  Treasury  Secretary  Robert  E.  Rubin 
fear  instability  in  financial  markets  if 
major-  trade  flaps  break  out.  Particularly 
in  an  election  year,  the  Clintonites  want 
a  benign  economic  climate.  Keeping  the 
dollar  aloft  and  the  yen  from  rising  are 
key.  Reason:  A  dollar  implosion  could 
savage  the  U.  S.  bond  market  and  knock 
stocks  for  a  loop. 

IDLE  THREATS.  But  there's  no  escaping 
the  fact  that  the  U.  S.  just  doesn't  have 
the  clout  it  once  did.  When  the  U.  S. 
blinked  on  auto  sanctions  last  year,  it 
damaged  one  of  the  most  effective  trade- 
dispute  weapons  in  its  arsenal,  Section 
301  of  the  Trade  Law.  Although  the  Ad- 
ministration claimed  a  sweeping  victory 
at  the  time,  the  Japanese  gave  very  lit- 
tle. "No  one  believes  us  anymore.  The 
U.  S.  has  no  credibility  in  this  town," 
grumbles  one  U.  S.  executive  in  Tokyo. 

That  leaves  Clinton  with  an  approach 
to  Japan  resembling  those  of  George 
Bush  and  Ronald  Reagan — stress  the 
security  and  financial  links,  but  walk 
softly  on  trade.  Like  earlier  Adminis- 


Japan  will  get 
renewed  defense 
backup  without 
giving  much  on 
trade-and 
Clinton  will  look 
happy  about  it 


trations,  Clinton's  strategists  reject  the 
notion  of  using  U.S.  security  clout  as  a 
bargaining  chip  to  win  economic  conces- 
sions. Japan's  political  Establishment 
thus  has  the  best  of  all  possible  worlds — 
firm  U.  S.  promises  to  support  Japan 
against  any  military  threats  at  the  same 
time  that  trade  is  on  the  back  burner. 

Although  Washington's  trade  hawks 
are  quiet,  the  Pentagon  is  pleased  that 
China's  saber-rattling  and  wider  Asian 
concern  about  America's  commitment  to 
the  region  have  revitalized  U.  S.  security 
ties  with  Japan.  "The  Chinese  have 
obliged  us  very  nicely,"  says  one  De- 
fense Dept.  official.  In  the  Defense 
Dept.'s  eyes,  the  U.  S.  is  reasserting  mil- 
itary leadership  and  discouraging  Japan 
from  distancing  itself  from  the  U.  S.,  a 
well-placed  defense  intelligence  source 
says.  "We  want  to  go  on  writing  Japa- 
nese security  policy,"  says  the  source. 

One  of  the  dangers  of  Clinton's  secur- 
ity-oriented visit,  though,  is  the  antago- 
nism it  could  arouse  in  Beijing.  In  their 
communique,  Clinton  and  Hashimoto  are 
debating  whether  to  say  something  joint- 
ly about  China.  Clinton  wants  to  make 
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the  point  to  his  home  audience  and  Asia 
that  "the  U.  S.  isn't  going  to  be  success- 
ful in  dealing  with  China  unless  it  has  a 
strong  relationship  with  Japan,"  an  Ad- 
ministration official  says.  The  President 
also  plans  to  stage  an  event  aboard  the 
aircraft  carrier  U.  S.  S.  Independence, 
w  hich  was  deployed  near  Taiwan.  All  of 
this  could  fuel  China's  perception  that 
the  U.  S.  and  Japan  are  cooperating 
against  it.  So  handlers  may  go  with  a 
non-militaristic  image  of  the  two  men 


and  their  wives  in  any  official  photo  ops. 

White  House  political  advisers,  mean- 
while, argue  that  Clinton  can  soft-pedal 
trade  issues  with  Japan  since  Democrats, 
even  trade  hard-liners,  are  reluctant  to 
embarrass  their  President  in  an  election 
year.  Fortunately  for  him  and  them,  Chi- 
na looms  as  the  new  trade  behemoth. 

The  upshot  is  that  the  summit  will 
celebrate  the  status  quo.  The  security 
arrangement  will  be  adjusted  but  not 
substantially  changed.  On  trade,  the  gov- 


ernments will  focus  on  areas  where  th 
can  announce  progress,  downplaying  ii 
tants.  Clinton  will  get  a  boost  politica 
and  Hashimoto  will  get  to  rise  abo 
ugly  domestic  squabbles  and  look  like 
world  leader,  something  crucial  to  Jaj 
nese  pride.  In  kabuki,  it's  all  form  and  i 
ual.  In  this  Biil-Ryu  show,  both  lead* 
come  out  winners. 

By  Edith  Hill  Updike  in  Tokyo,  a 
Amy   Borrus   and   Stan  Crock 
Washington 


KODAK  VS.  FUJI:  WHAT'S  WRONG  WITH  THIS  PICTURE? 


Rarely  do  trade  cases  look  as 
open-and-shut  as  the  complaint 
filed  by  Eastman  Kodak  Co.  last 
May.  Alleging  unfair  trade  practices 
by  Fuji  Photo  Film  Co.,  Kodak  peti- 
tioned U.  S.  Trade  Representative 
Mickey  Kantor  with  a  250-page  re- 
port complaining,  in  mind-numbing 
detail,  about  collusion  to  limit  its  ac- 
cess to  Japan's  $15  bil- 
lion consumer  film  mar 
ket.  Leading  the  way 
for  Kodak  wras  Chief 
Executive  George 
M.  C.  Fisher,  who  had 
opened  Japan's  market 
for  pagers  and  cellular 
telephones  a  decade 
ago  as  head  of  Motoro- 
la Inc. 

Today,  Kodak's  case 
is  adrift,  caught  in  the 
changing  currents  of 
U.  S.-Japan  relations 
during  a  Presidential 
election  year.  Despite 
repeated  requests  for 
talks,  U.  S.  officials 
can't  even  get  their  Japanese  coun- 
terparts to  come  to  the  bargaining 
table.  With  the  ustr  slated  to  wTap 
up  its  case  probe  by  July  3,  Tokyo 
scoffs  at  the  notion  that  the  Clinton 
Administration  will  impose  sanctions 
Clintonites  concede  there's  not  much 
they  can  do.  "Everybody's  frustrat- 
c:!."  says  a  U.S.  trade  official. 
COUNTERASSAULT.  What  went 
wrong?  For  starters,  bad  timing. 
When  Kodak  filed  its  case,  the  U.  S. 
;  I  it -an  were  locked  in  a  bitter 
dispute.  Washington  was  set  to 
billion  in  sanctions  on  Japa- 
iry  cars  if  talks  broke  down 
Ki  i  ited  that  Tokyo  would 

risk  i  ugly  fight  just  for  Fuji. 

But  IV       nt  Clinton  ultimately 


agreed  to  an  auto  deal  that  extracted 
few*  concessions.  Instead  of  softening 
up.  Japanese  bureaucrats  grew  con- 
vinced that  any  threat  of  sanctions 
was  a  bluff. 

An  aggressive  counterassault  by 
Fuji,  meanwhile,  has  planted  doubts 
about  Kodak's  claims.  "Kodak  has 
concocted  a  conspiracy  theory  of  in- 


FISHER:  "Japan  has  called  [U.  S.  resolve]  into  question 


direct  control  that  supposedly  ex- 
plains its  own  poor  performance  in 
Japan,"  says  Fuji  lawyer  Bill  Bar- 
ringer.  In  a  585-page  rebuttal,  Fuji 
denies  it  bars  its  wholesalers  from 
dealing  with  other  suppliers.  "Kodak 
had  $1  billion  in  sales  in  Japan  last 
year,"  says  a  Fuji  spokesman.  "How- 
can  they  complain  the  market  is 
closed?" 

Fisher  argues  that  Kodak's  case 
has  significance  beyond  film.  "Japan 
has  called  into  question  the  resolve 
of  the  U.  S.  government"  to  address 
nontariff  barriers  not  covered  by  glo- 
bal trade  rules,  he  told  a  House  pan- 
el on  Mar.  28.  Kodak  has  rustled  up 
dozens  of  letters  to  Clinton  from 
Congressional  leaders  ranging  from 


Senate  Majority  Leader  Bob  Dole 
(R-Kan.)  to  House  Minority  Leader 
Richard  A.  Gephardt. 

Trouble  is,  bipartisan  solidarity 
may  not  be  enough.  Clinton  already 
has  enough  success  stories  to  trot 
out  on  the  campaign  stump,  such  as 
increasing  U.  S.  exports  to  Japan  and 
a  shrinking  trade  deficit.  Many  trade 
hands  expect  Hashimo- 
to to  politely  but  firm- 
ly decline  Clinton's  en- 
treaties to  negotiate 
Kodak's  claims. 

If  that  happens,  the 
Administration  is  like- 
ly to  take  the  case  to 
the  World  Trade  Or- 
ganization (wto)  and 
drop  the  sanctions 
threat.  That  won't 
please  Kodak.  Fisher 
wants  to  steer  clear  of 
the  trade  tribunal  be- 
cause U.  S. leverage 
there  is  untested  and 
its  rules  bar  unilateral 
retaliation.  Says  Greg 
Mastel,  senior  fellow7  at  th3  Econom- 
ic Strategy  Institute  in  Washington: 
"The  threat  of  sanctions  is  not  as 
credible  as  in  pre-WTO  days." 

All  the  while,  Kodak's  team  of 
trade  and  legal  experts  at  the  Wash- 
ington law  firm  of  Dewey  Ballantine 
will  continue  to  mine  Japanese 
official  documents  for  evidence  that 
strengthens  the  company's 
case. 

"It's  like  an  archaeological  dig  in 
Troy,"  says  Dewey  Ballantine  part- 
ner Alan  W.  Wolff.  "You  keep  going 
through  layers  and  saying:  'Look  at 
that.' "  Problem  is,  this  case  may  be 
a  relic  of  a  bygone  age. 

By  Amy  Bonus  in  Washington, 
with  Edith  Hill  Updike  in  Tokyo 


60  BUSINESS  h 


rAiN 


NY  BLAIR'S  LABOR  PARTY: 
LEAST  IT  LOOKS  NEW 

)romises  not  to  undo  Thatcherism,  but  some  have  doubts 


e  final  countdown  has  begun  in 
bny  Blair's  oak-paneled  sanctuary 
n  the  House  of  Commons.  The 
ih  Labor  Leader  is  ready  to  face 
roters,  and  he  is  confident  he  will 
He  has  spent  two  years  moderniz- 
party  that  had  drifted  so  far  left  it 
bur  consecutive  elections  and  much 
;  working-class  following.  He  sev- 
ties  with  trade  unions  and  swore 
Jig  Government, 
ly,  he  offers  a  vi- 
of  a  stakeholder 
>my,  a  centrist  ap- 
;h  that  embraces 
markets  but  also 
ids  a  hand  to 
left  in  the  global 
jmy's  backwash, 
re  ready  to  go," 
ills  a  visitor.  And 
ishes  that  grin — a 
ty  smile  that 
ns  supporters  and 
ms  enemies, 
hile  waiting  for 
e  Minister  John 
r  to  set  the  elec- 
date,  Blair  trav- 

0  New  York  and 
lington  on  Apr. 
3  to  meet  with 

business  and  po- 

1  leaders,  includ- 
es political  model, 
dent  Clinton.  "It's 
rtant  that  British 
le  see  him  being 
i  seriously  overseas,"  says  Blair's 
;  secretary,  Alastair  Campbell. 
►ERATE?  Blair's  trip  is  also  part  of  a 
mign  to  reassure  U.  S.  investors 
the  currency  markets  that  he  won't 
rse  changes  brought  about  by  17 
3  of  Conservative  government,  first 
r  Margaret  Thatcher  and  now  John 
>r.  He'll  pledge  not  to  raise  person- 
corporate  taxes,  not  to  renational- 

industries,  and  not  to  let  labor 

ns  run  the  country. 

ah-  hopes  to  convince  overseas  busi- 

and  domestic  voters  that  he's  not 
my  Tony,"  engineering  Labor's  con- 
ion  just  to  win  the  election.  Still, 
^ing  doubts  remain.  British  business 
irs,  small-business  owners,  U.  S.  ex- 
ives,  and  many  ordinary  voters  say 

aren't  yet  convinced.  Blair  still  has 
t  to  do. 


He  should  get  along  well  with  Clin- 
ton. They  have  many  similarities.  Both 
are  young  (Blair  43,  Clinton  49),  mod- 
erate politicians.  Neither  fits  neatly  in 
his  party's  mold,  with  talk  of  downsizing 
government,  firing  bad  teachers,  and 
forcing  welfare  recipients  to  work  or 
get  training.  Both  think  the  route  to  a 
competitive  economy  is  by  focusing  on 
"human  capital"  issues.  And  both  are 


HOW  BLAIR  VIEWS 
KEY  BUSINESS  ISSUES 

•  May  offer  legislation  requiring 
companies  to  balance  interests  of 
shareholders  with  other  "stake- 
holders" when  making  decisions 

•  May  seek  to  restrict  hostile 
bids  by  making  the  acquiring 
company  say  how  its  bid  is  in  the 
public  interest 

•  Will  offer  a  national  minimum 
wage,  but  won't  say  at  what  level 

•  Pledges  not  to  raise  the  40%  top 
rate  on  personal  income  tax  and 
the  25%  top  corporate  tax  rate 

•  May  bring  Britain  into  the  sin- 
gle currency  in  1999,  if  he 
believes  EU  economies  have  real- 
ly converged 
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married  to  ambitious  lawyers.  Blair's 
wife,  Cherie,  is  a  Queen's  Counsel,  the 
highest  rank  a  barrister  can  attain. 

Blah'  might  have  to  wait  another  year 
for  Major  to  call  an  election.  But  on 
Apr.  11,  a  special  election  to  replace  a 
deceased  Member  of  Parliament  is  likely 
to  trim  Major's  majority  to  one.  He  may 
be  forced  to  call  an  election  this  fall,  or 
sooner.  No  matter  when,  says  Clive  Hol- 
lick,  ceo  of  United  News  &  Media  PLC,  a 
publisher  and  financial-services  company, 
"I  think  Blair's  going  to  win.  The  pre- 
sent government  is  showing  a  remark- 
able lack  of  leadership." 

If  so,  Blair  will  have  risen  from  ob- 
scurity to  international  prominence  in 
just  two  years.  He  was  bom  in  Scotland 
in  1953.  Young  Blair  went  to  boarding 
school  in  Edinburgh  and  then  to  Ox- 
ford University,  where  he  received  his 


law  degree  but  was  best  known  as  the 
long-haired  lead  singer  in  the  Ugly  Ru- 
mours rock  band. 

Along  with  Clinton,  Blair  has  "also 
carefully  studied  Margaret  Thatcher.  He 
is  putting  together  a  manifesto  mod- 
eled after  her  1979  Conservative  Mani- 
festo, which  helped  her  unseat  the  last 
Labor  government.  Like  her,  he  has 
only  a  handful  of  post-election  priori- 
ties: improve  the  education  system,  re- 
form welfare,  create  job-training  pro- 
grams to  run  jointly  with  industry,  and 
move  Britain  closer  to  Europe. 

The  trouble  is  that  while  business 
executives  find  Blair  personally  attrac- 
tive, the  vagueness  of  his  policies  wor- 
ries them.  But  he's  trying  hard  to  con- 
vince them.  One  recent  bitterly  cold 
day,  he  and  an  aide  hopped  the  7:15 
a.m.  train  to  Leeds  to 
address  the  local 
Chamber  of  Com- 
merce. Blair  pledged 
\  m  a  stable  economic  en- 
1  vironment  to  encour- 

^  age   enterprise  and 

^C.  wealth  creation.  And 

while  he  favors  a  min- 
imum wage  and  other 
Labor  proposals,  he 
vowed  not  to  bind 
business  in  red  tape. 
"We  genuinely  want 
to  get  these  things 
light,"  he  beseeched. 

The  response  was 
lukewarm.  "Well,  he's 
changed  the  party's  im- 
age a  lot,  but  we're  not 
completely  convinced 
it's  permanent,"  says 
C.  Edward  Holroyd, 
the  Leeds  Chamber  of 
Commerce  president. 

Still,  after  17  years 
of  sometimes  erratic 
Tory  rule,  Blair's  ideas 
are  resonating  with  voters  worried 
about  job  security,  slow-rising  wages, 
and  social  decay.  "The  government  I 
want  to  lead  believes  free  markets  and 
looking  after  society  are  not  incompati- 
ble," he  says.  His  timing  is  impeccable, 
with  the  pressures  of  a  global  economy 
weighing  on  British  minds. 

Now,  it's  up  to  the  voters  to  decide  if 
they  will  embrace  Blair's  kinder,  gentler 
stakeholder  approach.  "We've  been 
through  the  laissez-faire  master-and-ser- 
vant  approach,  and  it  didn't  work,"  as- 
serts Blah-.  Adam  Greaves,  33,  a  litigator 
at  a  London  law  firm,  agrees.  A  recent 
Labor  convert,  Greaves  says:  "Tony  Blah- 
is  fresh  air.  He  comes  across  as  a  kind, 
considerate  man,  and  he  attracts  the 
young  vote."  Blah'  hopes  a  lot  of  others 
agree  when  the  big  vote  finally  comes. 

By  Paula  Dwyer  in  London 
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■Wouldn't  it 


be  nice  if  the 

wondrous,  M 

futuristic,  I 

vi  rl 


world  of  the 
Internet  was 
just  a  little  less, 
well,  virtual?" 


m  Something  magical  is  happening 

UPDATE     I  ,  t,  •  n 

 ,_  f  I  ii'  planet.  Il  -  gt'tting  smaller. 


Ever)  day,  more  people  and  more  information  are 
making  the  Internet  a  place  of  incredible  oppor- 
tunity and  transformation. 

Suddenly,  folks  just  like  you  have  access  to 
potential  customers,  business  contacts,  partners 
and  competitors  in  every  corner  ol  the  planet. 

How  can  you  make  the  most  o!  this  opportu- 
nity? Well,  we'd  like  to  help. 

We  have  all  the  minds  and  resources  of 
IBM  tocused  on  the  emerging  world  of  networked 
computing. 

(  Iver  the  next  few  months,  weVe  going  to 
strategies  and  technologies  to  help  you  get 


from  here  to  there.  Lets  start  by  talking  abc 
what's  going  on  across  the  planet. 

Electronic  commerce  is  becoming  a  r< 
thanks  to  improved  security  and  encryption 
technology  like  our  innovative  Cryptolopes™ 
ensures  that  messages  are  read  only  by  the 
people  you  want  reading  them. 

Cybermalls  are  springing  up  everywht 
letting  companies  sell  their  wares  to  millioi 
customers  online,  without  costly  real  estate. 

And  instead  of  gathering  dust  in  a  ware 
products  are  made  and  shipped  to  order. 

You  now  have  access  to  incredible  infon 
resources.  Services  like  IBM  infoSage  can  sc 
thousands  of  different  information  sources  t 
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sdles  you  need  in  the  vast  virtual  haystack. 
ie  how  that  can  transform  your  ability  to 
lecisions,  to  plan  and  to  profit. 
Lnd  the  infoflow  goes  both  ways.  The  more 
•  own  enterprise  data  you  can  bring  online, 
ler  you  can  cast  your  net. 
Tie  secure  IBM  Global  Network™  is  helping 
nies  connect.  Businesses  are  expanding  to 
istomers  and  suppliers  piping-hot  informa- 
1  prices,  inventory  and  delivery  schedules, 
g  them  more  efficient  and  honing  their 
•titive  edge. 

Ml  thanks  to  one  of  the  worlds  largest  private 
etworks,  with  secure  access  from  Rio  to 
vi'k  and  848  other  cities  worldwide.  And  by 


using  Lotus  Notes6  over  the  Internet,  people  in 
remote  locations  can  work  on  the  same  project 
simultaneously,  expanding  their  reach  even  further. 

If  you  re  eager  to  take  advantage  of  the 
Internet,  you  don't  need  to  be  a  millionaire.  Or  a 
genius.  You  just  need  to  drop  by  www.ibm.com. 

Or  call  I  800  1 B VI -7080.  ext.  ( ;2on,  for  our 
free  16-page  booklet  highlighting  how  IBM  can 


help  your  business  thrive  in  a  networked  world. 

This  is  just  the  beginning.  We  have  a  lot 
more  to  share  with  you.  Just  remember:  it's  a  small 
planet.  And  it's  yours. 


Solutions  for  a  small  planet™  jj  ==  r=r= 


EUROPE 


MERGER  FEVER 

FINALLY  SPREADS  TO  EUROPE 

Companies  can  no  longer  hold  off  global  pressures 


The  urge  to  merge  has  always  been 
muted  in  Europe.  Most  U.  S.  com- 
panies accept  the  pain  of  mergers 
as  a  way  to  boost  their  competitive 
clout.  In  Europe,  though,  many  play- 
ers in  banking,  airlines,  autos,  and  oth- 
er industries  have  avoided  mergers  and 
contented  themselves  instead  with  local 
markets  and  so-so  earnings — or  even 
losses.  Certainly,  European  executives 
have  seen  their  companies  lose  their 
competitive  edge  in  the  growing  glo- 
bal economy.  Yet  doing  something  about 
it  by  stalking  a  rival  or  succumbing  to  a 
buyout  has  seemed  somehow  uncivil. 
Mergers  have  been  an  option,  but  an 
unlikely  one. 

Now  the  option  is  looking  more  like 
stark  necessity.  One  European  company 
after  another  is  putting  up  billions  in 
stuck  or  cash  to  acquire  a  competitor  or 
is  accepting  an  outside  bid  itself.  In 
March,  giant  drugmakers  Ciba-Geigy 
and  Sandoz  Ltd.  teamed  up.  In  April, 
British  Telecommunications  PLC  and  Ca- 
ble  &  Wireless  PLC,  once  sworn  ene- 
mies,  stunned  the  industry  with  news  of 
a  possible  merger.  On  Apr.  2,  German 
media  giant  Bertelsmann  announced  it 
wi  uld  merge  its  radio  and  television 
with  t  hose  of  Luxembourg 
bi  r  clt  (page  65).  In  the  first 

qui  -  1996,  the  value  of  merger 
aeti\  n  Europe  jumped  22%  from  a 
year  ago,  to  $71  billion,  according  to 
ifr  Securities  Data  Co. 


Suddenly,  Europe's  age  of  consolida- 
tion seems  at  hand.  Even  the  Old 
World's  ablest  companies  can't  grow  in 
their  home  markets,  and  they're  in- 
creasingly fearful  of  Asian  and  Ameri- 
can rivals  carving  up  world  markets. 
Although  Europe's  jingoistic  govern- 
ments will  undoubtedly  thwart  the  mer- 
ger movement  now  and  then,  global 
pressures  for  industrial  efficiency  are 
becoming  too  strong  even  for  bureau- 
crats to  withstand.  What's  more,  the 
European  economy  is  too  dependent  on 


At  least  one  big  car 
combination  and  a 
series  of  airline  deals 
seem  likely 


a  high-cost  manufacturing  sector  that 
needs  heavy  restructuring.  Manufactur- 
ing makes  up  34%  of  the  German  econ- 
omy, for  example,  vs.  just  18%  in  the 
U.  S.  "Consolidation  has  only  scratched 
the  surface  in  Europe,"  says  M.  Wie- 
land  Janssens,  head  of  European  mer- 
gers and  acquisitions  at  Salomon  Broth- 
ers International  plc  in  London. 

No  one  is  sure  what  the  new  shape 
of  corporate  Europe  will  be,  although  at 
least  one  giant  car  combination,  a  series 


of  aii-line  deals,  and  pl< 
of  action  in  banking 
pharmaceuticals  seem 
ly.  Immense  turmoil  c< 
result.  Consolidation 
mean  more  joblessn 
which  could  promp 
populist  backlash.  ( 
and  Sandoz,  for  ex 
pie,  will  cut  109i 
their  workforce. 

But  the  press 
to  match  global  s 
dards  of  efflcienc 
probably  too  grea 
halt  the  process, 
key  factor:  "There's 
much  capital  tied  u{ 
European  industry,"  i 
Goldman  Sachs  Eui 
strategist  Peter  Sulli 
This  applies  to  mami 
turing  and  finance.  On  a  per  capita 
sis,  Europe  has  35%  more  bank  bra 
es  than  the  U.  S.  Western  Euro 
carmakers'  annual  production  capa 
outstrips  demand  by  some  4  million 
hides,  estimates  J.  P.  Morgan  & 
Much  of  that  excess  must  be  s 
down,  and  the  capital  that's  freed 
must  be  invested  in  higher-growth 
gions.  "Every  single  one  of  us  mus' 
vest  in  Asia,"  insists  Louis  R.  Hug 
president  of  General  Motors  Co: 
international  operations. 
catbird  seat.  Higher-tech  indust 
aren't  being  spared  either, 
megamerger  of  Switzerland's  C 
Geigy  and  Sandoz  "really  put  the 
among  the  pigeons,"  says  Morgan  S 
ley  &  Co.  analyst  Markus  Rosj 
That's  because  the  deal  showed  ' 
even  high-quality  pharmaceutical 
ducers  face  intense  pressures  to  1 
costs  and  satisfy  investor  demands 
higher  returns. 

Some  companies  could  also  fold  c 
pletely.  The  Dutch  government  reft 
to  rescue  plane  maker  Fokker  in  Ma 
setting  the  stage  for  a  shrinking  of 
commuter-aircraft  industry.  Now  p 
sure  is  building  to  wean  Airbus  Im 
trie  off  its  billions  in  state  subsi 
and  turn  it  into  a  profit-making  con 
ny,  which  would  have  to  cut  costs.  & 
a  step  would  not,  strictly  speaking 
an  act  of  consolidation.  But  it  w< 
signal  a  new  willingness  to  end 
state  aid  that  has  often  propped  up 
companies  that  need  instead  to 
bought  out. 

Such  tumult  is  exactly  what  Ei 
pean  governments  and  companies  h 
wanted  to  avoid.  Now,  it  seems,  t 
have  no  other  choice. 

By  Bill  Javetski  in  Paris,  with  F 
la  Dwyer  and  Julia  Flynn  in  Lorn 
and  Karen  Lowry  Miller  and  Dc 
Woodruff  in  Bonn 
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ITED  BY  STANLEY  REED 


OUTH  AFRICA'S  NAGGING  WORRY: 

FTER  MANDELA,  WHO?  

again — so  Mbeki,  53,  seems  the  top  contender  in  the  next 
presidential  election,  in  1999.  He  is  also  Deputy  President  of 
the  African  National  Congress,  by  far  the  most  popular  par- 
ty. Another  possibility  is  anc  Secretary-General  Cyril 
Ramaphosa,  43.  Both  have  good  relations  with  the  mainly 
white  corporate  sector. 

Still,  the  inevitable  departure  of  Mandela  is  disquieting. 
Mbeki,  for  instance,  does  not  enjoy  Mandela's  rapport  with 
whites,  partly  because  he  has  been  assigned  a  tough-cop 
role.  He  has  warned  whites  they  will  have  to  give  up  some  of 
their  privileges — something  that  hasn't  happened  yet. 

Mbeki  got  a  boost  in  a  Mar.  28 
Cabinet  shuffle  that  gave  him  more 
responsibility  At  the  same  time,  Man- 
dela took  an  important  step  by  re- 
placing retiring  Finance  Minister 
Chris  Liebenberg,  the  white  former 
banker,  with  an  anc  figure,  Trevor  A. 
Manuel,  who  was  Trade  &  Industry 
Minister.  There  was  little  criticism  of 
the  change,  but  the  rand  fell  on  111- 
mors,  denied  by  Manuel,  that  he 
would  lift  exchange  controls. 

Such  wobbles  also  reflect  the  real- 
ization that  huge  problems  remain. 
Unemployment  is  running  40%  or  more  among  blacks,  and 
most  lack  access  to  adequate  housing,  education,  and  other 
services.  If  they  don't  see  some  signs  of  improvement  by 
1999,  more  militant  leaders  and  strife  could  emerge.  Even 
Mandela  has  been  unable  to  quell  violence  between  anc  sup- 
porters and  the  Inkatha  movement  in  KwaZulu-Natal.  Al- 
though that's  mainly  a  regional  problem,  it  could  worsen 
without  Mandela's  influence. 

And  even  the  rosiest  projection  does  not  foresee  huge 
changes  by  the  election.  The  new  President  will  no  doubt  be 
calling  for  more  patience  and  sacrifice.  That  means  whoever 
takes  over  from  Mandela  will  need  his  saintlike  qualities — but 
can't  hope  to  be  recognized  as  one. 

By  Dmsilla  Menaker  in  Johannesburg 


i  few  weeks  back,  minors  that  Nelson  Mandela  was  in  bad 
l  health  helped  cause  such  a  bad  case  of  currency  jitters 
I  that  the  South  African  President  checked  himself  into  the 
spital.  When  doctors  pronounced  him  fit  for  a  man  of  77, 
I  rand  settled  down  for  a  while.  Not  so  the  anxiety  about 
at  will  happen  when  Mandela,  whose  term  runs  for  three 
re  years,  goes. 

Foreign  executives  say  this  is  the  key  question  when  they 
■  to  sell  their  companies  on  investing  in  South  Africa, 
nagers  back  at  headquarters  are  less  focused  on  South 
•ica's  6.5%  inflation  rate,  down  from  double  digits  during 
irtheid  rale,  or  the  3.3%  economic 
>wth  recorded  last  year.  "They  all 
aw  the  name  Mandela,  but  they 
l't  know  who  else  is  in  the  sys- 
n,"  says  Constantine  Vayenas,  an 
erging-markets  specialist  at  Union 
nk  of  Switzerland  in  London. 
Fhe  big  fear  is  that  without  Man- 
a  at  the  helm,  already  troubling 
sal  conflict  may  increase  and  sound 
icy  may  give  way  to  nationaliza- 
n    and    corruption.    After  all, 
ibters  say,  isn't  that  what  has  hap- 
led  elsewhere  in  Africa? 

>ING  CRIME.  Although  Mandela  runs  the  country  only  in  the 
>adest  sense,  his  presence  has  a  calming  effect.  Revered  by 
,cks,  Mandela  has  used  a  message  of  reconciliation  to  win 
I*  whites,  who  possess  most  of  the  nation's  wealth  and  eco- 
nic  knowhow  though  they  only  comprise  15%-  of  the  41  mil- 
n  population.  Whites  trust  Mandela — even  as  they  pull 
;ir  children  out  of  newly  integrated  schools  and  berate 
;  government  for  rising  crime.  That  has  given  his  govern- 
:nt  breathing  room  for  free-market  reforms  aimed  at  ex- 
nding  the  economy  to  pull  in  blacks. 
But  even  now,  Mandela  does  not  "sign  eveiy  check,"  as  one 
alyst  puts  it.  The  closest  thing  to  a  day-to-day  manager  is 
;ecutive  Deputy  President  Thabo  Mbeki.  He  would  step  in 
Mandela  were  to  die  in  office.  Mandela  savs  he  won't  ran 


GLOBAL  WRAPUP 


tERTELSMANN  GETS  BIGGER 

-  Europe's  hottest  dealmeister  is 
flichael  Dornemann,  head  of  German 
nedia  giant  Bertelsmann's  entertain- 
nent  business.  His  $6.6  billion  merg- 
:r  of  Bertelsmann's  UFA  subsidiary 
aid  Luxembourg's  Compagnie  Lux- 
mbourgeoise  de  Telediffusion  on 
Lpr.  2  will  create  the  Continent's 
>iggest  television  company,  with 
nore  than  $4  billion  in  revenues.  The 
lew  company,  once  it  gains  European 


Commission  approval,  will  combine 
Bertelsmann's  position  in  the  nascent 
digital  pay-TV  market  with  cut's 
strength  in  free  television. 

Dornemann's  audacious  deal, 
struck  after  just  five  days  of  negotia- 
tions, creates  a  company  with  the 
clout  to  compete  with  U.  S.  entertain- 
ment giants  such  as  Time  Warner 
Inc.  in  Europe's  soon-to-be  deregulat- 
ed television  market.  The  new  combo 
will  have  the  financial  muscle  that 
companies  now  need  to  bid  for 


increasingly  expensive  sports  broad- 
casting rights,  movie  libraries,  and 
other  programming. 

The  new  deal  also  puts  German 
archrival  Kirch  Group  on  the  defen- 
sive in  the  race  to  dominate  Europe's 
budding  digital  TV  technology. 
Although  Kirch  will  be  first  to  go  dig- 
ital this  summer,  over  the  long  term 
Dornemann  may  have  a  marketing 
edge.  His  pay-TV  channel  partner- 
ship, Premiere,  already  has  1.2  mil- 
lion subscribers. 
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Government 


POLITICS 


COME  WINTER, 
A  GREENER  HILL? 

The  environment  could  help  Democrats 


Remember  the  spotted  owl?  Two 
years  ago,  Republicans  used  the 
endangered  bird  as  a  symbol  of 
the  Democratic  environmental  zeal 
that  destroyed  timber-industiy  jobs.  But 
in  1996,  a  new  image  could  profoundly 
damage  Republican  hopes  of  keeping  con- 
trol of  the  House:  the  spotted  Newt. 

Emboldened  by  a  public  backlash 
against  gop  assaults  on  environmental 
laws  led  by  House  Speaker  Newt 
Gingrich,  eco-activists  are  readying  their 
biggest  ever  get-out-the-vote  effort  this 
fall.  The  greens'  chief  targets:  two  dozen 
Republican  lawmakers,  many  of  them 
freshmen,  who  championed  high-visibil- 
ity moves  to  weaken  enviro-laws. 
Democrats  lost  many  of  the  districts 


won  by  these  Republicans  in  the  1994 
gop  sweep,  and  regaining  the  seats  is  a 
cornerstone  of  their  strategy  to  recap- 
ture the  House.  The  White  House  is 
watching,  too.  President  Clinton's  polit- 
ical advisers  have  added  the  environ- 
ment to  a  cluster  of  issues,  including 
Medicare  and  education,  they  believe 
will  have  extra  punch  with  independent 
and  moderate  Republican  voters  in  such 
key  electoral  battlegrounds  as  New  Jer- 
sey, California,  Florida,  and  Michigan. 

The  Clinton  plan  is  to  paint  pre- 
sumptive gop  Presidential  contender 
Bob  Dole  (R-Kan.)  as  an  eco-enemy 
who,  as  Senate  majority  leader,  has 
scored  "zero"  in  a  voting  analysis  by 
the  Washington-based  League  of  Con- 


THE  TOP  ECO-TARGETS 


Environmentalists  and  Democrats  are  rewi 
eager  to  roll  back  environmental  legislat  ' 


GETTING  OREGON-IZED:  Activists 
helped  Wyden  beat  his  GOP  rival 

servation  Voters.  "Dole  has  tried  to 
peal  those  protections  that  aven 
Americans  have  depended  on  to  ensi 
that  the  air  is  healthy  and  the  watei 
clean,"  says  Kathleen  A.  McGinty,  v 
heads  the  White  House  Council  on  I 
vironmental  Quality. 

The  enviros  face  a  challenge  fr 
business  groups  that  back  endange; 
Republicans  and  frame  the  debate  i 
ferently:  Reasonable  protection  of 
environment  must  be  balanced  agains 
need  to  cut  unreasonable  rules.  "( 
members  don't  want  to  diminish  p 
tections,  but  they  want  flexibility  i 
cost-effectiveness,"  says  Mary  E.  Be 
hard,  manager  of  environmental  pol 
at  the  U.  S.  Chamber  of  Commerce. 

For  years,  bipartisan  support  for 
environment  kept  the  issue  off  the 
litical  radar  screen.  But  that  chan^ 
in  1994,  when  Republicans  seized  conl 
of  the  House  and  fought  to  weaken  Is 
protecting  water,  air,  and  wildlife.  Ms 
in  the  gop  concede  their  leaders  hi 
given  Democrats  a  potent  weap 
"There  is  emerging  a  majority  ser 
tive  to  environmental  consideratior 
says  Representative  Sherwood  Boehl 
(R-N.  Y.),  who  opposes  gutting  eco-la 

A  survey  last  December  by  gop  p 
ster  Linda  Di Vail  found  that  55%  of  1 
publican  voters  don't  support  their  o 
party  on  green  issues.  "The  envir 
ment  is  one  of  the  few  areas  where  i 
izens  believe  there  is  a  strong  role 
government,"  says  Debra  J.  Callah 
president  of  the  conservation  league 
task  FORCE.  Topping  the  enviros' 
list  is  Representative  Randy  J.  Tate  i 
Wash.).  His  Puget  Sound  constituent! 
mostly  white-collar  suburbanites — 1: 
to  hike  and  fish,  and  they  worry  ab< 
the  survival  of  the  state's  world  fame 
salmon.  Yet  Tate  has  voted  to  roll  bi 
water-pollution  regulations,  relax  w 
lands  protections,  and  cut  funding 
the  Environmental  Protection  Agen 
"We  intend  to  hold  him  to  task,"  vo 
Bill  Arthur,  Northwest  staff  director 


>mH£A  SEASTRAND 

California:  Oil  spills  in  her 
district  launched  environ- 
mervtal  movement  in  70s. 
In  '95,  she  voted  to  roll 
back  Clean  Water  Act- 
risky,  sine,     le  won  in  '94 
by  less  than  1  %>  of  vote. 


-         '  Vs's  Washington: 
Voters  in  his  Puget  Sound 
district  are  independents 
who  care  about  salmon 
population.  Critics  have 
slammed  Tate  for  seeking 
clean-water  waivers  for 
paper  and  pulp  industries. 


North 

Carolina:  Fast-growing  dis- 
trict near  Research  Triangle 
usually  leans  Democratic. 
Heineman  voted  for  huge 
cuts  in  Environmental  Pro- 
tection Agency,  despite  big 
EPA  facility  near  district. 


DICK  CHRYSLER  Michi- 
gan: His  constituents  won' 
like  Chrysler's  votes  on 
clean-water  and  wetlands 
protections.  Lansing  and 
Flint  suburbs  worry  about 
toxic  cleanup  and  ground- 
water contamination. 
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e  Sierra  Club.  Tate  was  unavailable 
r  an  interview. 

A  key  Tate  ally  is  the  National  Fed- 
ation  of  Independent  Business,  which 
sures  its  members  that  Tate  has  been 
Dking  for  ways  to  protect  the  envi- 
nment  while  eliminating  unnecessary 
gulations  on  small  business.  "The  fear- 
ongering  is  wrong,"  says  Carolyn 
)gue,  director  of  nfib's  Washington 
Eice.  "Just  because  Tate  votes  against 
me  regulations  doesn't  mean  he  wants 
blast  raw  sewage  into  Puget  Sound." 
VING  VOTE.  No  wonder  Logue's  wor- 
id.  The  environment  starred  in  Janu- 
y's  Oregon  special  election,  when 
jmocratic  Representative  Ron  Wyden 
iat  frozen-foods-company  owner  Gor- 
m  Smith  for  the  Senate  seat  vacated 
'  Republican  Bob  Packwood.  The  Sier- 
Club  and  League  of  Conservation 
)ters  spent  $250,000  for  radio  and  TV 
is  attacking  the  environmental  record 
Smith's  company.  Activists  identified 
,000  voters  from  their  mailing  lists  as 
o- Wyden  and  made  sure  they  voted. 
The  result:  Liberal  Wyden  eked  out  a 
in  by  just  17,000  votes.  Exit  polls  by 
yden  pollster  Celinda  Lake  found  that 
\%  of  Republican  women  voted  for 
yden,  most  citing  the  gop's  anti-green 
lage  as  a  key  factor.  "The  environ- 
ent  is  an  extraordinarily  powerful  is- 
e  for  swing  suburban  voters,"  says 
yden.  "Many  have  young  children,  and 
you're  a  parent,  you  don't  want  your 
d  to  drink  impure  water." 
Environmental  groups  hope  to  replay 
e  Wyden  race  in  Congressional  dis- 
icts  around  the  country  this  fall.  Their 
g  task:  boosting  voter  turnout.  An 
lalysis  of  enviro-group  members  in 
ashington  state  found  that  only  half 
)ted  in  the  past  four  federal  elections; 
any  believe  it's  no  different  elsewhere. 
),  to  build  grassroots  support,  politi- 
cly active  groups  like  the  League  of 
onservation  Voters  and  the  Sierra 
lub  are  networking  with  local  organi- 
tions  that  in  the  past  have  only  cared 
>out  community  issues. 
To  get  the  vote  out  in  November,  the 
eague  will  at  least  double  the  $1  mil- 
m  it  spent  in  1994.  It'll  team  up  with 
bor,  consumer-rights  groups,  the  fish- 
g  industry,  and  even  evangelicals  who 
)pose  incursions  on  the  Endangered 
pecies  Act.  "We  see  an  enormous 
sservoir  of  new  voters  who  have  envi- 
mmental  concerns,"  says  California 
eague  of  Conservation  Voters  Execu- 
te Director  Sam  Schuchat.  "They  could 
ving  any  election." 

Environmentalists  hope  their  green 
achine  pressures  Congress  well  be- 
)nd  November.  If  so,  lawmakers  like 
andy  Tate  may  have  more  time  to  fish 
id  hike  than  they  had  planned. 

By  Susan  B.  Garland  in  Washington 


COMMENTARY 


By  Catherine  Yang 


TORT  REFORM  NEEDS  REFORMING 


Another  year,  another  setback  for 
tort  reform.  Once  again,  busi- 
ness' quest  to  win  federal  relief 
from  tort  lawyers'  pesky  lawsuits 
appears  doomed.  On  Mar.  29,  Con- 
gress gave  final  approval  to  prod- 
uct-liability reform  legislation,  but 
President  Clinton  has  promised  to 
veto  the  bill.  His  rationale:  The 
measure  will  hurt  consumers  and 
gut  state  authority  over  such 
actions.  The  bill's  backers  doubt 
they  can  override  the  veto. 

Business  has  good  reason  to  be 
frustrated.  But  companies  should 
stop  cursing  trial  lawyers  and  in- 
stead take  stock  of  some  profound 
changes  in  the  litigation  land- 
scape— changes  that  may  ease 
the  pain  of  yet  another  Wash 
ington  defeat.  While  Con- 
gress has  dithered  since 
1981  over  tort  reform, 
states  have  quietly  en- 
acted their  own  re- 
forms covering  not 
only  products  but 
also  auto  injuries, 
medical  malpractice, 
and  other  torts.  For 
many,  the  victory 
may  already  be  won. 
DAMAGE  CONTROL.  To  be 
sure,  Capitol  Hill's  bill  would 
go  further,  especially  in  quash- 
ing nightmare  megaverdicts.  It 
would  cap  punitive  damages,  the  of- 
ten hefty  sums  imposed  on  top  of  ac- 
tual damages  to  deter  corporate 
wrongdoing.  The  proposed  limit  of 
$250,000  or  two  times  compensatory 
damages,  whichever  is  greater,  could 
put  an  end  to  verdicts  such  as  the 
$2.7  million  jury  award  in  1995 — lat- 
er reduced  to  $480,000 — for  a  woman 
who  spilled  scalding-hot  McDonald's 
coffee  on  herself. 

Yet  the  nation's  governors  have  al- 
ready enacted  similar  relief  on  a 
state-by-state  basis.  Nearly  all  50 
states  now  have  some  tort  reform  in 
place.  Thirty-one  have  restricted 
punitive  damages,  and  14  of  these 
have  adopted  caps.  In  the  past  year 
alone,  Illinois,  Texas,  New  Jersey,  In- 
diana, and  North  Carolina  have  all 
enacted  major  changes.  "Things  are 
swinging  in  favor  of  the  tort-reform 
advocates  in  the  states,"  says  Matt 
Sundeen,  a  researcher  at  the  Nation- 


al Conference  of  State  Legislatures. 

Businesses  still  argue  that  they 
need  a  federal  shield  because  state 
reforms  offer  them  only  patchwork 
protection.  When  more  than  70%  of 
products  made  in  one  state  are  sold 
elsewhere,  for  example,  companies 
complain  they  roll  the  dice  every 
time  they  sell  their  wares  because 
they  cannot  be  sure  they  are  protect- 
ed under  each  state's  liability  laws. 
"Crazy-quilt  state  reforms  still  can't 
give  comfort  to  business,"  argues 
Victor  E.  Schwartz,  a  corporate  lob- 
byist. That  may  be  an  overstate- 


ment, however,  since  recent  state  ac- 
tions will  provide  business  a  level  of 
security  that  was  only  dreamed  of 
when  it  began  the  product-liability 
crusade  15  years  ago. 

Rather  than  waiting  for  federal 
tort  reform,  Corporate  America  may 
be  better  served  fighting  other  bat- 
tles. For  instance,  since  1990,  re- 
quests to  the  federal  courts  to  com- 
bine product-liability  cases  into  large 
class  actions — everything  from  sili- 
cone breast  implants  to  tobacco — 
have  doubled  from  the  previous 
decade,  notes  Deborah  Hensler,  di- 
rector of  Rand  Corp.'s  Institute  for 
Civil  Justice.  Addressing  the  growing 
threat  of  crippling  class  actions  could 
well  end  up  being  more  pressing 
than  a  15-year  political  battle  that — 
so  far  at  least — has  only  benefited 
Washington  lawyers. 

Yang  covers  legal  affairs  for  business 
week  from  Washington. 
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surely  someone 
can  get  the  folks 
in  my  regional  offices 
lo  work  as  a  team." 


Toda\  we  do  business  from  the 


MERGE 


farthest  reaches  ol  the  planet,  Irom 
ears,  trains,  airports  and  even  occasionally 
I  rom  the  ol  lice. 

Yet  keeping  in  touch  seems  lar  Irom  child  s 
play.  How  do  we  cross  these  harriers  ol  time 
and  space'.''  Loins  Notes  —  the  new  way  of  working 
together  in  this  networked  world. 

Your  team  has  just  finished  a  report  to  be 
presented  in  lour  regions  of  the  world.  Y>u  all  get  on 
diflerent  planes.  \t  30,000  feet,  you  have  a  change 


( ij  heart.  You  rew  rite.  \nd  by  the  time  you  Ian 
it  s  brilliant.  But  three  ol  your  managers  are  a 
to  present  the  w  rong  report. 

Fear  not.  Notes  can  share  your  new  rep< 
with  everyone  the  moment  you  land. 

And  Notes  does  the  same  with  inventorii 
customer  files,  sales  information,  presentation! 
reports,  you  name  it. 

It  s  constantly  updating  information  and 
I  hen  sharing  it  among  your  people,  your  custo 
and  your  suppliers.  No  matter  what  type  ol 


jiJ  Solutions  tor  a  small  nlanet  are  liademarks  of  IBM  Corp  UNIX  is  a  trademark  licensed  exclusively  thiough  x/0pen  Lid  All  other  company  and/or  product  names  are  Irademaiks  ol  their  respective  companies  ©  1996  IBM  Corp 


m  they  use:  Windows!  UNIX!  Mae  or  OS/2 
also  has  a  Web  browser  and  search  engine 
ts  you  find  only  the  information  that's 
»le  to  you. 

\nd  it  lets  you  publish  information 
Web  and  even  send  e-mail  -  all  from  the 
environment. 

Begin  working  in  a  world  where  you 
hear  ""I  didn't  know  that,"  "'No  one  told 
r  "I  haven't  received  that  memo  yet."' 
make  more  than  just  f  riends.  And  it  will 


happen  in  more  places  around  the  world  than 
just  Timbuktu. 

Visit  w  u  w. lotus. com  to  see  how  Notes  is 
helping  successful  companies  compete.  Or  call 
1  800  IB\l-708().e\t.C2(>5,  and  well  send  you 
a  free  Lotus  Notes  ""Get  the  Facts"  brochure,  as  well 
as  our  tree  16-page  booklet  highlighting  how  IBM 
can  help  your  business  thrive  in  a  networked  world. 


Solutions  for  a  small  planet  ' 


It's  your 

IRA  money. 

Why  share  it? 


You  earned  it.  Now  you're  going  to  pay  someone 
an  annual  fee  for  the  privilege  of  holding  it? 
Over  time,  that  $29  charged  every  year  could 
mean  $6,000  less  for  you* 

At  Charles  Schwab,  you  don't 
have  to  pay  an  annual  IRA  fee.  (Just 
have  $10,000  in  your  account  by 


September  15,  1996.)  And  that's  just  for  starters. 

Lots  of  Ways  to 
Be  Selfish. 

Slocks,  bonds,  CDs,  global  funds,  you  name 
it — Schwab  has  it.  All  available  with  our  everyday 
low  rates.  (Save  an  extra  10%  when  you  trade  online 
or  by  phone. ) 

You'll  save  buying  mutual  funds,  too.  Choose 
rom  over  350  in  our  Mutual  Fund  OneSource,1  all 
1  bout  loads. 


Thousands  of  New  Accounts. 

Nobody  on  Commission. 
Something  Must  Be  Working. 

Every  month,  tens  of  thousands  of  investors 
switch  to  Schwab.  And  that's  without  commissioned 
sales  people  calling  up  at  dinner  time.  We  were 
founded  on  the  idea  that  individuals  should  get  a  fai 
shake  in  investing.  Lots  of  people  seem  to  agree. 


Call  for 
Your 
Free 

Retirement 
Planning  Guide. 

1^800^310^2849 

htt  p :// www.  schwab .  c  om 


You  Can't  Retire  Until  Your  Money  Goes  To  Work. 


1 

;'  1 ; 

! 

Charles  Schwab 

Assumes  total  savings  of  $6,031  over  35  years,  based  on  a  hypothetical  8%  return  on  initial  510,000  deposit  and  a  $29  annual  account  fee  savings.  Set-up 
and  maintenance  fees  for  certain  IRA  assets  such  as  limited  partnerships  and  promissory  notes  still  apply.  Prospectuses  containing  more  complete  informs 
n,  including  management  fees,  charges  and  expenses,  are  available  from  Schwab.  Please  read  them  carefully  before  investing,  Schwab  receives  remuner 
lion  from  Mutual  Fund  OneSource  companies.  ©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (3/96) 
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isiness  is  lighting  up  the  market  for  filmless  cameras 


Hifteen  years  after  Sony  unveiled 
-  the  Mavica,  the  first  filmless  cam- 
era,  digital  photography  may  fi- 
nally be  ready  to  take  off.  Cam- 
s  that  record  images  on  electronic 
ites"  called  charge-coupled  devices 
ds)  instead  of  film  are  proving  to  be 
aluable  new  tool  for  handling  images 
5asily  as  text. 

fhe  exploding  demand  is  coming 
tly  from  consumers  but  mostly  from 
imercia'  markets.  Real  estate  bro- 
s,  insurance  investigators,  advertising 
ncies,  mail-order  houses,  automotive- 
ign  bureaus,  and  aircraft-maintenance 
ps  are  among  the  businesses  snap- 
g  up  digital  cameras  so  they  can  of- 
new  services,  get  jobs  done 
ter,  speed  customer  feed- 
k — and  eliminate  the  costs 
leveloping  film.  "We've  had  a 
momenal  response  from  in- 
try,  and  we're  finding  needs 
didn't  know  existed,"  says 
LVey  L.  Lengyel,  marketing 
lervisor  for  Ricoh  Corp.'s 
C-l  filmless  design.  One  sur- 
se  is  the  acceptance  among 
tors  and  dentists — for  docu- 
nting  procedures,  online  con- 
ations, and  dental  X-rays. 
ERNET-READY.  The  rush  to 
p  up  the  new  digital  tech- 
ogy  by  all  types  of  compa- 
s,  from  home-office  busi- 
ises  to  major  corporations, 
ms  partly  from  the  World 
ie  Web.  Digital  cameras  are 
ential  for  setting  up  home 
;es  on  the  Internet,  says  An- 
>ny  R.  Gargano,  a  senior 
3-president  at  Sony  Corp.  of 
lerica.  Sometimes,  filmless 
aeras  seem  to  be  spreading 
lost  as  fast  as  the  Internet, 
fital-camera  sales  in  the  U.  S. 
3  year  are  projected  to  soar 

i  SCORE 

sociated  Press  covered 
3  Super  Bowl  digitally 


tenfold,  to  250,000  units.  "The  growth  is 
just  staggering,"  says  Steven  Blum, 
Sony's  head  of  electronic  photography. 
At  this  year's  meeting  of  the  Photo 
Marketing  Assn.,  Blum  adds,  "every- 
body was  talking  about  a  huge  con- 
sumer market.  But  when  they  got  down 
to  brass  tacks,  the  business  was  all  in 
commercial  markets." 

Next  to  film,  of  course,  digital  is 
puny:  $200  million  total,  perhaps,  vs. 
$9.5  billion.  And  film  will  remain  the 
purists'  preferred  medium  for  many 
years.  The  only  digital  cameras  that 
come  close  to  film's  quality  cost  as  much 
as  a  new  car.  CCDs  are  very  tricky  to 
make  and  represent  20%  to  35%  of  a 


POLAROID 

The  PDC-2000 

camera's  cost. 
The  best  CCDs  cost 
thousands  of  dollars. 
Still,  something  signifi- 
cant is  happening.  Digital  photography 
may  be  an  infant,  but  it's  a  cuddly  tot. 
The  technology  is  sparking  a  mood  shift 
not  unlike  the  one  that  greeted  Polaroid 
Corp.'s  instant  color  photography  in  the 
1960s.  Among  consumers,  especially  per- 
sonal-computer owners  who  have  been 
seduced  by  the  World  Wide  Web's  bou- 
quets of  graphics,  digital  photography 
provides  instant  gratification  of  their 
creative  urges — and  the  fun  of  instantly 
swapping  snapshots  with  distant  friends 
and  relatives.  "It's  all  about  Internet- 
ready  images,"  says  Jeffrey  R.  Mandell, 
director  of  business  development  for 
Epson  America  Inc. 
JUST  THE  FACTS.  For  now,  CCDs  are  an 
adjunct  to  film.  Modestly  priced  CCD 
cameras  may  be  just  the  ticket  for  in- 
surance adjusters  visiting  accident 
scenes,  but  the  graininess  of  their  shots 
would  be  unappealing  in  family  albums. 
Says  Epson's  Mandell:  "Right  now,  CCDs 
are  not  a  replacement  for  film.  Film 
cameras  are  for  taking  pictures 
for  memories.  Digital  cameras 
are  for  pictures  that  quickly  re- 
lay information." 

Last  year,  for  example,  news- 
papers in  Vancouver  and  Cal- 
gary owned  by  Southam  Inc., 
Canada's  largest  chain,  chucked 
their  film  cameras  and  closed 
their  darkrooms.  And  the  As- 
sociated Press  set  a  milestone 
in  January.  All  of  its  photogra- 
phers covering  the  Super  Bowl 
used  digital  cameras.  "The  cam- 
eras really  did  perform  quite 
spectacularly,"  says  Vincent  J. 
Alabiso,  the  ap's  executive  pho- 
to editor.  So  a  transition  is 
gathering  momentum. 

One  reason,  says  Eric  D.  Ed- 
wards, Sony's  digital-camera 
product  manager,  is  that  a 
wide-ranging  support  infra- 
structure "is  now  starting  to 
gel  in  the  business  market." 
Powerful  PCs,  multimedia  soft- 
ware, and  fast  data  communi- 
cations deal  deftly  with  huge 
image  files.  And  the  trends  are 
edging  into  the  consumer  mar- 
ket as  well.  As  increasing  num- 
bers of  people  flock  to  the  In- 
ternet for  entertainment  and 
information,  says  Ricoh's 
Lengyel,  they  will  inevitably 
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want  to  add  images  to  their 
messages.  "In  the  long 
tenn,  we  see  Aimless  as  the 
way  people  will  take  pic- 
tures," he  says. 

That's  why  Ricoh  decided 
not  to  introduce  a  newfan- 
gled film  camera  using  the 
Advanced  Photographic  System  (aps) 
technology  developed  jointly  by  Kodak, 
Canon,  Fuji,  Minolta,  and  Nikon,  aps 
cameras  will  no  doubt  renew  interest 
in  film  when  they  debut  on  Apr.  22.  But 
unless  sales  exceed  Ricoh's  expectations, 
it  will  focus  its  research  on  digital  pho- 
tography, says  Lengyel. 
FUTURE  CHIPS.  When  do  camera  makers 
expect  the  consumer  market  to  mirror 
the  explosion  on  the  business  side?  "In  a 
couple  years — maybe  five  at  the  out- 
side," predicts  Sony's  Blum.  But  that 
timetable  could  get  moved  up  by  the 
arrival  of  imaging  chips  produced  with 
standard  chipmaking  methods.  The  price 
of  these  so-called  cmos  imagers  can  be 
as  little  as  one- 


CANON 

The  E0S-DCS3 


third  that  of  CCDs. 
And  since  the 
CCD  represents  so 
much  of  a  cam- 
era's cost,  camera 
prices  could  droit 
substantially. 


Several  chip  companies  are 
pursuing  this  alternative,  try- 
ing to  convince  camera  mak- 
ers that  "filmless"  doesn't  nec- 
essarily mean  "CCD."  One 
cmos  booster  is  Vision  Ltd., 
a  Scottish  startup  that  grew 
out  of  the  1991  development 
of  a  cheap  camera-on-a-ehip  by  Peter  B. 
Denyer,  a  professor  of  electrical  engi- 
neering at  the  University  of  Edinburgh. 
Vision's  top-quality  chip  is  comparable 
to  those  in  consumer  cameras,  but  Don 
W.  Lake,  manager  of  U.  S.  operations 
in  Saratoga,  Calif.,  says  cmos  could 
match  the  best  CCD  resolution.  "There  is 
no  limit  on  our  technology,"  he  says. 

Digital  has  attracted  all  the  name 
players,  including  Nikon,  Minolta,  Has- 
selblad,  and  Canon.  Polaroid  hopped  on 
the  CCD  bandwagon  in  March.  Its  PDC- 
2000  produces  better  than  merely  ac- 
ceptable images — but  costs  $3,700. 

Prices  will  tumble — because  the  heart 
of  digital  photography  is  silicon.  CCDs 
may  be  a  special  breed  of  chip,  but 
they're  still  chips.  Sooner  rather  than 
later,  costs  will  drop  low  enough  and 
quality  will  climb  high  enough  that  va- 
cationers will  be  sending  friends  per- 
sonalized picture  postcards — with  in- 
stant delivery  and  no  need  for  a  stamp. 

By  Otis  Port  in  New  York 


A  GOLD  RUSH  IN  DIGITAL  GAMERAS 

Spurred  by  the  popularity  of  the  Internet  and 
multimedia  computers,  digital  photography  is  catching 
on  among  businesses  and  some  consumers. 


CAMERA  CLASS  AND 
REPRESENTATIVE  MODELS 

RESOLUTION 
(MAXIMUM  PIXELS) 

LENS 
TYPE 

LIST 
PRICE 

AGFA  STUDIOCAM 

16.4  million 

Interchangeable 

$9,500 

DICOMED  BIGSHOT* 

16  million 

N/A 

39,900 

AP/KODAK  NC  2000E 

1.3  million 

Interchangeable 

15,250 

CANON-KODAK  EOS-DCS  1** 

6.2  million 

Interchangeable 

29,000 

CANON-KODAK  EOS-DCS  3** 

1.3  million 

Interchangeable 

16,000 

MINOLTA  RD-17S 

1.75  million 

Interchangeable 

10,000 

APPLE  QUICKTAKE  150 

307,000 

Fixed 

750 

CASIO  QV-30 

307,000 

2-Position 

1,000 

CHINON  ES-3000 

380,000 

3x  zoom 

1,100 

EPSON  PHOTOPC 

307,000 

Interchangeable 

600 

FUJI  FUJIX  DS-220 

307,000 

2-Position 

1,800 

KODAK  DCSO 

380,000 

3x  zoom 

980 

POLAROID  PDC-2000 

985,000 

Interchangeable 

3,700 

RICOH  RDC-1 

368,000 

3x  zoom 

1,800 

SONY  DKC-ID1 

450,000 

12x  zoom 

2,000 

'Attachable  camera  back 

DATA  MANUFACTURERS 

"Kodak  electronics  also  available  with  Nikon  body 

WbaTHptos. 

the  1996 
U.S.  Olympic  Team 

in  ATLANTA, 

Enter  To  Win 
One  Of  Five  Trips  For  Two. 

•  Five  Grand  Prize  Trips  for  two  inch 
four  nights  at  the  Atlanta  Hilton  an 
tickets  for  three  events. 

•  Ten  First  Prizes  include  a  pair  of 
round-trip  tickets  anywhere  United 
flies  in  the  48  contiguous  states. 

•  100  Second  Prizes  of  a  U.S.  Olympi 
duffel  bag. 


Name  

Address  _ 
City  


State _ 
Phone i 


.Zip. 


Please  mail  for  receipt  by  June  7, 1996 
UA  19%  U.S.  Olympic  Team  Sweepstak 
P.O.  Box  1609 

Bensenville,  IL  60106-8609 

(t/J  United  Airlini 


No  Purchase  Necessary.  Open  to  legal  U.S.  resid 
18  or  older,  except  employees  and  immediate  familii 
employees  of  United  Airlines,  the  USOC,  their  affili; 
subsidiaries  and  coordinating  agencies.  Void  where  pn 
ited  To  Enter:  Complete  official  entry  available  at  U 
Airlines  (UA)  City  Ticket  Offices  (CTOs)  and  at  chei 
areas  in  participating  airports  serviced  by  UA  thr< 
5/31/96,  or  printed  in  4/1/96, 4/8/96,  and  4/15/96  is 
of  Newsweek,  the  4/1 5/96  and  4/22/96  issues  of  i 
and  the  4/8/96,  4/15/96  and  4/22/96  issues  of  Bus, 
Week,  or  hand  print  name,  full  address,  and  day 
phone  on  a  3"  x  5"  card  and  mail  toj  UA  1996 
Olympic  Team  Sweepstakes,  P.O.  Box  1609,  Bensenvil 
60106-8609  for  receipt  by  6/7/96  Limit  1  entry/star 
envelope.  No  mechanical  reproductions.  Prizes:  (5)  G 
Prizes  of  a  trip  for  two  to  see  the  1 995  U.S.  Olympic  1 
in  Atlanta,  GA  between  7/23/96  and  7/31/96  consistii 
round-trip,  economy  class  air  transportation  for  tw 
United  from  maior  airport  nearest  winner's  residence  ii 
U.S.  to  Atlanta,  GA;  5  days/4  nights  hotel  accomm 
tions,  event  tickets  selected  by  UA.  Event  tickets  subje 
availability  Approximate  retail  value  (ARV)  $4,000. 
First  Prizes  of  two  United  Airlines  round-trip,  coach  i 
tickets  between  any  two  United  Airlines  destinations  it 
48  contiguous  United  States,  ARV  $700.  (100)  Sei 
Prizes  of  a  U.S.  Olympic  duffel  bag,  ARV  $23.  Draw 
About  6/10/96  random  drawing  will  be  conducted.  ( 
depend  on  number  of  entries  Notification  of  Winr 
Each  winner  must  sign  and  return  an  Affidavit  of  Eligil 
a  Liability  Release,  and  where  legal,  a  Publicity  Rel 
and  winners'  guests  Liability,  and  where  legal,  Pub 
Releases.  Restrictions:  Winners  are  responsible  for  t 
and  any  expenses  not  specified  herein.  Limit  1  prize/ 
son  or  household.  Sweepstakes  subject  to  official  rule 
entry  forms  at  participating  UA  CTOs  and  participating 
ports  or  available  by  sending  a  self-addressed,  stan 
envelope  to:  United  Airlines  1996  U.S.  Olympic  T 
Sweepstakes/RULES,  P.O.  Box  1626,  Bensenville 
601 06-8626  for  receipt  by  6/1 0/96.  64", 
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They  said 
FLO-JO  must  have 

^  Wings. 


W  United  Airlines 


.EBRATING  15  YEARS  AS  THE  OFFICIAL  AIRLINE  SPONSOR  OF  THE  U.S.  OLYMPIC  TEAM 

Wings  Behind  The  Rings  is  a  service  mark  of  United  Airlines,  Inc 


he 

^DID.  At  United,  we  lend  more  than 
just  our  name  to  the  U.S.  Olympic  Team. 
We  give  our  hands,  our  hearts,  our 
wings  to  these  athletes.  For  15 

years,  United  has  been  flying 
U.S.  Olympic  hopefuls  and  their 
gear  to  qualifying  competi- 
tions all  around  the  world. 

Our  relationship  with 
the  U.S.  Olympic  Team  is  built 
on  the  special  care  we  give  the  athletes 
and  their  travel  needs.  And  it's  the 
same  goal  we  have  for  every  passenger: 
to  treat  you  like  a  champion. 

Win^ehiiidThe 


Kings 


USA 

oqp 


IN    THE    AGE    OF  THE 
VIRTUAL  OFFICE 


'    HYATT  BUSINESS  PLAN " 
allows  you  to  stay  in  control  on  th 
rood  with  an  in-room  fax  machim 
and  24-hour  access  to  photocopiers 

and  printers.  Plus  an  expres. 
breakfast  and  morning  newspaper 
to  keep  you  up  to  speed.  All  for  just 
$15  over  the  regular  room  rate. 
And  pack  light  because  ironing 
boards  and  hair  dryers  are 
standard  in  every  room. 


We  understand  the  telephone 
is  an  important  business  tool. 
That's  why  all  Hyatt  Business 
Plan  rooms  have  NO  PHONE 
ACCESS  CHARGES  and  most 
Hyatts  offer  voice  mail  service. 


I) you're  wired,  visit  Hyatt  at  the 
TravelWeb""on  the  World  Wide 
Web  at  http://www.travelweb. 
com/hyatt.html  and  make  a 
VIRTUAL  VISIT  to  help  plan 
your  actual  visit.  See  detailed 
descriptions  of  the  services 
available  at  each  hotel  which  can 
include  Business  Plan,  Regency 
Club  or  health  club  facilities. 


HYATT  GOLD  PASSPORT 
is  our  way  of  saying  thank,  by 
giving  you  generous  benefits, 
services  and  valuable  points  that 
add  up  to  exciting  travel  awards 
1  including  free  nights,  upgrades  and 
more.  Call  1-800-63  HYATT 
to  enroll  today. 


With  Hyatt  Business  Plan,  you  have  everything  you  need  to  be  productive  right  in  your  room,  including  a  fax  n 
^j£y  desk  phone  with  dataport,  no  phone  access  charges,  and  printers  on  your  floor.  Should  you  need  any  help  with 

human  dimension,  simply  call  the  Hyatt  guest  services  Manager.  Kristie  Johnson,  for  example,  has  dedicated  hi 


Discover     the  peopl 

This  lull  portfolio  ol  Business  Services  is  available  exclusively  at  a  limited  number  ol  Hyatt  business  hotels  in  the  U.S.  and  Canada.  Hyatt  is  proud  to  offer  AT&T  Long  Distance  Service  for  all  your  AT&T  C 
AT&T  Universal  Card  and  operator-assisted  calls  To  receive  airline  bonus  miles/kilometers,  lust  present  your  membership  card  and  pay  an  Eligible/Qualifying  rate  500  bonus  miles  will  be  awarded  on  each  qu£ 
Members  ol  Aeromexico  and  Passages  will  earn  1 ,000  bonus  kilometers.  Eligibility  for  airline  credit  is  subject  to  the  terms  and  conditions  of  each  airline  program  Please  allow  6-8  weeks  for  bonus  miles/kilon 


/ERE   PROUD   TO  INTRODUCE 
THE   ACTUAL  PERSON. 


< 


Kristie  Johnson 

Hyatt  guest  services  Manager. 
With  Kristie's  personal  touch  and 
Hyatt  Business  Plan,  you  may  never 
want  to  go  back  to  the  office. 


Hyatt  TOUCH  AND  GO" 
services  are  the  fastest  way  to 
check  in  or  out.  Simply  call 
1-800-CHECK-IN*  before 
you  arrive.  Or  use  our  automatic 
check-in  terminals  in  some  hotels. 
Ami  when  you  leave,  our  in-room 
Video  Check-Out  will  speed 
you  on  your  way. 


'Another  option:  REGENCY  CLUB; 
a  private  floor  where  we  attend  to 
even  the  smallest  details,  including 

complimentary  breakfast  and 
afternoon  hors  d'oeuvres  served  in 
the  exclusive  Regency  Club  lounge. 
And  there's  a  dedicated  concierge 
on-hand  to  meet  all  your  needs. 


Earn  airline  bonus  miles/ 
kilometers  on  each  qualifying 
stay  with  any  one  o)  our 
AIRLINE  PARTNERS, 
including  Alaska  Airlines, 
American  Airlines,  Delta  Air  Line 
Northwest  Airlines,  United  Airlines, 
USAir,  Aeromexico,  Passages 
and  South  African  Airways. 


H  YATT 


ng  yours.  With  her  knowledge  and  resources,  she's  sure  to  make  your  trip  a  success.  So  if  you're 
for  actual  productivity  on  the  road,  you're  virtually  there.  For  reservations  at  any  one  of  our 
i  locations  in  the  U.S.  or  Canada,  simply  call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


ITH       THE       HYATT  TOUCH 


5M 


our  airline  account.  Gold  Passport  members  must  choose  to  receive  either  Gold  Passport  points  or  airline  credit  in  one  of  the  participating  programs.  American  Airlines  reserves  the  right  to  change  the  AAdvantage 
any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.  American  Airlines  and  AAdvantage  are  registered  trademarks  of  American  Airlines.  Inc.  Hyatt  Hotels  and  Resorts6 
■es  hotels  and  resorts  managed,  franchised.  or  operated  by  two  separate  groups  of  companies  —  Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©  1996  Hyatt  Corp 


Customized  Leveraged  Financm 
For  A  $1.7  Billion  Spin-Off 


(We  Knew  How  To  Make  All  The  Pieces  Fit) 

Working  closely  with  this  client  gave  us  the  knowledge  to  structure 
financing  for  the  spin-off  of  34  of  their  companies  in  less  than  a  week. 
The  deal  was  designed  to  enhance  shareholder  value  and  create 
a  new  corporation  with  a  flexible  capital  structure.  We  understood 
the  company  well  enough  to  recognize  the  value  of  every  piece. 


evelopments  to  Watch 


ED  BY  OTIS  PORT 


RLY  WARNINGS 
R  EPILEPTICS 

1  SEVERE  EPILEPTIC 

ferers  who  have  no 
i  when  a  seizure  might 
:t  occur,  just  crossing 
street  can  be  risky, 
i  Lee  M.  Hively,  a 
lear  engineer  at  Oak 
[ge  National  Laborato- 
envisions  a  day  when 
epileptic's  eyeglasses 
hair  band  could  contain 
p  sensors  and  enough 
iputer  smarts  to  deliv- 
a  warning  15  minutes 
ore  the  onset  of  a 
sure. 

lively  and  a  team  of 
ee  other  Oak  Ridge 
sntists  have  filed 
ents  on  a  set  of  soft- 
re  algorithms  that 
kes  such  predictions  by 
ilyzing  the  same  group 
signals  that  are  picked 
by  an  electroen- 
ihalograph  (eeg). 
idying  data  supplied  by 

Michael  Eisenstadt,  a 
irologist  at  St.  Mary's 
•medical  Research  Cen- 

in  Knoxville,  Tenn., 
»Tely's  team  confirmed 
'lier  reports  from 
orge  Washington  Uni- 
•sity  and  Georgia  Insti- 
e  of  Technology  that 
zures  represent  a  pecu- 
•,  yet  orderly  inteirup- 
n  of  the  normal  "chaot- 

firing  of  the  brain's 
irons. 

Using  software  tools 
/eloped  to  track  chaotic 
snomena  in  energy-re- 
ed processes,  Hively's 
stem  filters  out  back- 
mnd  noise  in  eeg  data 
ised  by  blinking,  chew- 
|  and  muscular  twitch- 
It  can  then  recognize 
Dtle  shifts  toward  a 
zure  state,  such  as 
3ups  of  neurons  begin- 
lg  to  fire  in  unison.  The 
im  is  looking  for  assis- 
lce  to  commercialize 
1  system.      Neil  Gross 


HOLOGRAMS  ON  YOUR  HARD  DRIVE? 

remember  when  a  40-megabyte  hard  drive  was 
standard  in  most  personal  computers?  Today's  drives 
commonly  have  25  times  that  capacity.  But  in  a  multi- 
media era  in  which  pes  are  showered  with  voluminous 
files  containing  digitized  images  and  sounds,  even  1-giga- 
byte  disks  can  fill  up  fast. 

Researchers  at  Georgia  Institute  of  Technology  think 
they  have  found  a  technology  that  could  vastly  expand 
storage  capacity.  The  key  is  a  special  type  of  liquid 
crystal  (photo)  similar  to  that  in  LCDs.  When  applied  in 
thick  coatings  on  a  disk,  the  coating  adds  a  third  dimen- 
sion to  storage,  and  allows  information  to  be  recorded 
as  holograms.  Holograms  offer  huge  capacity.  The  entire 
Library  of  Congress  could  fit  onto  a  3-D  holographic 
memory  system  the  size  of  a  PC's  monitor. 

Other  researchers  are  working  on  3-D  holographic 
storage,  but  Georgia  Tech  chemistry  professor  Gary  B. 
Schuster  figures  that  his  group  has  an  advantage:  their 
memory  is  erasable.  Most  3-D  optical  memories  are 
"write-once"  because  the  process  of  recording  data  per- 
manently alters  the  crystal.  But  data  written  by  laser 
on  Georgia  Tech's  liquid  crystal  can  easily  be  deleted 
and  overwritten  by  changing  the  laser's  polarity.  Schus- 
ter may  have  found  the  key,  but  now  he  has  to  build 
the  house — so  don't  look  for  a  liquid-crystal  hard  drive 
this  century.  □ 


NEW  LIFE  FROM 
OLD  TIRES— 
AND  TAINTED  OIL 

TIRES  IN;  DIESEL  FUEL  AND 

raw  materials  out.  An  ecolo- 
gist's  pipe  dream?  No — 
Exxadon  Technology  Corp. 
in  Ajax,  Ontario,  now  milks 
fuel  from  old  tires.  It  zaps 
the  rubber  with  intense 
microwave  radiation  in  a 
nitrogen-filled  chamber  heat- 
ed to  100C — extracting  fuel 
and  carbon  black,  which  can 
be  used  to  produce  new  tires. 
Exxadon  President  Thomas 
Fairfull  says  tires  have  been 
made  from  25%-recycled  car- 
bon black. 

Fairfull  hopes  to  tweak  his 
process  to  make  it  produce 
more  diesel  fuel  than  it  con- 
sumes. Microwave  technolo- 
gy has  other  uses,  too:  It  can 
reduce  1,300  pounds  of  hospi- 
tal medical  waste  to  50 
pounds  of  sterilized  residue 
in  about  half  a  clay. 

Ridgewood  Power  Corp.  in 
Ridgewood,  N.J.,  doesn't  use 
microwaves,  but  it  also  ex- 
tracts fuel  from  waste.  In  a 
plant  in  South  Boston,  Va., 
the  company  heats  contami- 
nated oil  to  80C,  then  adds 
chemicals  that  bond  with  the 
impurities  so  they  can  be  re- 
moved. Some  of  the  cleaned 
oil  is  used  to  run  the  recov- 
ery plant  while  the  remain- 
der is  used  to  generate  elec- 
tricity that's  sold  to  the  local 
utility.  Peter  Coy 


A  "TRASH  TREE" 
THAT  CAN 
TRASH  WEEDS 

THIS  TREE  HAS  A  BARK  THAT 

really  bites.  Ailanthus  al- 
tissima,  a  "trash  tree"  that 
regularly  sprouts  in  sidewalk 
cracks  and  vacant  city  lots, 
doesn't  like  to  be  crowded. 
So  it  defends  its  turf  by  pro- 
ducing, in  its  roots  and  bark, 
a  chemical  named  ailanthone, 
which  is  deadly  to  other 
plants.  In  fact,  the  toxin  is 
as  effective  a  weed  killer  as 


most  commercial  herbicides, 
says  Rod  M.  Heisey,  an  as- 
sociate professor  of  biology 
at  Pennsylvania  State  Uni- 
versity who  re- 
cently identified 
ailanthone. 

"Ailan- 
thone is  en- 
vironmentally 
friendly,"  says  Hei- 
sey. When  harvested 
from  Ailanthus 
trees  and 
sprayed  on 
weeds,  the 
chemical  — 


knocks    them    out    in  12 
hours — then  decomposes 
within  four  days.  Commercial 
herbicides  often  linger  much 
longer  and  can 
Jf§8Hp  harm  animals 
wR^K  that  ingest  them. 
";W    Since  the  toxin  is 
very  difficult 
3p'  to  synthesize, 
Heisey  is  now 
trying  to  interest  a 
chemical  company 
in  establishing 
Ailanthus  tree 
farms.  David 

mmmmmm  Graham 
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THE  ONL 
WORLD  I 
STEVE  C 


So  far,  he  has  beaten  all  the 
odds.  Can  he  keep 
America  Online  on  top? 


Dressed  in  trademark  khakis  and  open-collar  shirt, 
Steven  M.  Case  is  the  star  attraction  at  the  PC 
Forum.  This  annual  March  gathering  of  the  digital 
elite,  held  at  a  resort  near  Tucson,  is  a  combination 
of  a  three-day  free-form  think  tank  and  schmooze- 
athon  where  the  latest  trends  are  dissected  and,  in 
the  corridors  or  on  the  golf  course,  deals  are  hatched.  The 
first  time  Case  attended,  a  decade  ago,  he  was  an  unknown 
27-year-old  entrepreneur  pushing  a  chat  service  for  owners  of 
Commodore  computers.  He  was,  he  recalls,  lost  in  a  crowd  ob- 
sessing over  which  microprocessor  would  dominate.  "I  felt  like 
I  was  from  another  planet." 

Now,  everybody  wants  to  be  on  Case's  planet.  The  ballroom 
is  packed  when  he  gives  his  opening-day  speech,  and  wher- 
ever he  appears,  a  knot  of  reporters,  industry  heavyweights, 
and  wannabes  gather.  At  this  moment  in  high-tech  history, 
(  asc  is  the  man  whose  opinion  is  sought,  the  person  everyone 
wants  to  make  a  deal  with. 

For  it  is  Case's  America  Online  Inc.  that  has  shown  how  to 
turn  a  community  of  cybernauts  into  a  mass  market  and 
how  to  successfully  turn  a  computer  network  into  a  new 
medium  for  entertainment  and  news.  With  more  than  5  mil- 
lion customers  and  75,000  more  joining  every  week,  aol  is  the 
most  potent  force  in  cyberspace. 

So  powerful,  in  fact,  that  the  two  greatest  forces  in  com- 
puters  and  communications — Microsoft  Corp.  and  at&t — have 
handed  ('asc  lucrative  deals  aimed  at  boosting  their  own  cy- 
ber plans.  In  exchange  for  pushing  Microsoft's  Internet 
browser  s  ftware  to  aol's  millions,  Microsoft  has  made  an  un- 
precedented concession:  to  bundle  aol  software  with  every 
copy  of  Windows  95.  Under  an  agreement  with  at&t,  the 


SCENES  FROM  TUCSON 

Case  chatting  with 
commentator  and 
online  convert 
Michael  Kinsley  at  the 
'96  PC  Forum,  top, 
addressing  the  online 
faithful,  on  the 
schmooze 
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AS  THE  RANKS  OF 
SUBSCRIBERS  HAVE  GROWN 


.AOL'S  STOCK 
HAS  SOARED. 


...BUT  THE  EARNINGS 
PAYOFF  IS  JUST  BEGINNING 


'91     '92  '93 
A  MILLIONS 

DATA;  SIMBA  TECHNOLOGIES 


MAR.  '92  '93 
-EST-1      A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


'96  MAR 


'91      '92      '93  '94 
▲  MILLIONS  OF  DOLLARS 

DATA.  COMPANY  REPORTS.  GOLDMAN,  SACHS  &  CO  EST. 


-45  r  r  r  -  -  ■ 

'96      '91       '92  '93 
EST.    A  MILLIONS  OF  DOLLARS 


'96 
EST. 


•FISCAL  YEAR  ENDS  JUNE  30 


hone  giant  will  provide  a  link  to  aol  from  its  new  World- 
Jet  service.  That  gives  AOL  an  in  with  80  million  at&t 
ustomers  being  offered  WorldNet  on  a  free  trial.  (Rivals 
'rodigy  Services  Co.  and  CompuServe  Inc.  quickly  an- 
ounced  they  are  negotiating  similar  deals  with  Microsoft, 
mm  j  -m*  and  CompuServe  on  Mar.  3 

SL  signed  a  deal  with  WorldNet.) 

"He's  done  a  masterful  job 
Steve  Case  walks  on  water 
as  far  as  I  am  concerned," 
says  Roger  B.  McNamee, 
a  general  partner  with 
Integral  Capital  Part- 
ners, a  venture-capital  firm.  In- 
deed, given  all  the  experts  and 
rivals  who  have  predicted  aol's 
great  fall,  its  continuing  rise  is 
sort  of  a  miracle.  Ever  since 
1993,  when  the  company 
launched  the  bold  drive  for  mar- 


ket share  that  has  brought  it  to  this  point,  naysayers  have 
predicted  that  Case  would  falter  and  aol  spin  out  of  control. 

There  has  been  plenty  of  reason  to  believe  the  forecasts  of 
doom.  After  flooding  the  mails  with  diskettes  and  offers  of 
free  trials — luring  hundreds  of  thousands  of  consumers — aol 
found  its  network  was  often  overloaded,  inspiring  the  sobri- 
quet "America  On  Hold."  Short-sellers  suggested  that,  by  us- 
ing aggressive  accounting  methods  to  allocate  the  costs  of 
acquiring  customers,  aol  intentionally  overstated  its 
earnings  to  boost  its  stock  (table).  Then,  there  was  the 
growing  threat  from  Microsoft,  which  planned  its  own 
online  service. 
WHITE  FLAG.  The  biggest  cloud  over  aol — and  the 
one  that  looms  largest  today — has  been  the  Internet.  With  the 
World  Wide  Web  giving  "content  providers"  a  way  to  reach 
millions  of  consumers  directly,  who  would  need  aol?  Consul- 
tants Forrester  Research  predicted  in  1995  that  new  sub- 
scriptions for  aol  would  have  slowed  to  a  crawl  by  now  as 
consumers  jumped  to  the  Net. 

Wrong.  Up  to  this  point,  at  least.  Case  has  consistently  con- 
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founded  the  critics.  The  Microsoft 
Network  was  no  barn-burner, 
which  the  AOL  deal  tacitly  ack- 
lowledged.  To  silence  the  busy  sig- 
nals and  keep  customers  online, 
Case  paid  $35  million  for  his  own 
data-network.  Following  a  review 
by  the  Securities  &  Exchange 
Commission,  the  company  modi- 
fled  its  accounting  methods — al- 
though the  shorts  say  the  way  it  keeps  its  books  still  creates 
a  potential  earnings  time  bomb.  And  instead  of  running  from 
the  Web,  Case  has  embraced  it.  AOL  now  generates  30%  of  all 
Web  traffic,  according  to  Find/svp,  a  market  researcher,  aol's 
Internet-only  service,  Global  Network  Navigator  is  a  hit, 
attracting  100,000  subscribers  since  last  fall. 
BIG  GAMBLE.  "Every  time  people  ask,  'How  is  he  going  to  sur- 
vive?' he  makes  the  right  moves,"  says  Gordon  Bridge,  chair- 
man of  Internet  software  maker  Connect  Inc.  and  a  former 
at&t  executive.  Adds  Alexander  M.  Haig  Jr.,  a  longtime  aol 
director:  "If  you  look  at  how  this  young  fella  has  positioned 
this  company,  he  has  ventures  with  every  big  player  in  the 
business.  Instead  of  being  beaten  to  death  by  Microsoft,  as 
everyone  predicted,  they  came  courting  him." 

No  wonder  aol  is  one  of  the  hottest — and  most  contro- 
versial— plays  on  Wall  Street.  Its  shares  are  in  the  mid-50s,  a 
thirtyfold  leap  from  the  March,  1992,  public  offering  price  of 


AMERICA  ONLINE 

Aggressive  marketing  and  lots 
of  content  made  AOL  the 
No.  1  online  player.  The  plan: 
keep  boosting  market  share, 
both  on  its  own  and  through  its 
deals  with  other  distributors 
like  AT&T.  AOL  is  pushing  into 
Internet  access  with  GNN.  But 
for  now,  the  bet  is  that  most 
consumers  will  want  to  stick 
with  AOL's  brand-name  content 
rather  than  roam  the  Web. 


$1.84,  adjusted  for  tl 
splits  and  despite  two 
ondary  offerings,  aol  cai 
a  staggering  $5  billion  \ 
ation — 132  times  estim; 
fiscal  1996  earnings  of 
million  and  five  times  i 
mated  revenues  of  $1  bil 
That  gives  Case,  37,  a 
per  fortune  of  $165  mil 
More  important,  the  bi 
ant  shares  have  given  A< 
cheap  source  of  funds  to 
technology  and  content. 

Still,  Case  is  runnir 
high-wire  act.  The  whole 
up  depends  on  contim 
rapid  growth:  A  slowd 
in  subscriber  sign-ups 
price  war  that  drives  d 
per-subscriber  revenue 
worst  of  all,  a  loss  of  : 
scribers  could  spell  real  t 
ble.  Right  now,  aol  is  pu 
out  the  stops  to  bring  in 
members  and  hit  its 
goal  of  10  million  by  1 
It's  getting  costlier  to 
and  keep  subscribers, 
company  added  1.8  millio 
the  December  quarter, 
lost  950,000,  making  net  additions  880,000.  The  true  cos 
landing  a  newbie  is  now  $93,  more  than  double  the  $45 
aol  executives  cite,  figures  Cowen  &  Co. 

That  adds  up  to  a  huge  gamble.  The  company,  which 
just  $132  million  in  cash  at  the  end  of  last  quarter,  saw  its 
ferred  subscriber  acquisition  costs  surge  to  $189  million  f 
$58  million  the  previous  December.  Also,  although  aol 
expenses  costs  such  as  adveitising,  it  still  treats  as  capital 
penses  items  such  as  producing  sign-up  diskettes.  But,  b: 
on  projections  that  customers  will  stay  on  for  an  averag 
42  months,  the  company  has  extended  the  period  over  w 
it  pays  off  those  costs — to  24  months.  If  growth  slows,  tl 
deferred  costs  could  erase  future  earnings. 

As  if  that  weren't  enough  to  balance,  Case  is  also  brai 
ing  out  in  all  directions.  He's  adding  business-oriented  ser\ 
to  generate  daytime  traffic  and  launching  a  European 
work.  And,  he's  still  dealing  with  the  results  of  nine  acqi 
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COMPUSERVE 

For  years  the  leading  online 
service,  CompuServe  watched 
AOL  create  a  mass  market  and 
pass  it  in  membership.  Now, 
it's  fighting  back  with  a  service 
for  newbies  called  WOW!.  Par- 
ent H&R  Block  is  planning  to 
spin  off  CompuServe  in  a  pub- 
lic offering,  perhaps  giving  the 
company  a  high-flying  stock 
with  which  to  buy  content  and 
technology  companies. 


INTERNET  ACCI 
PROVIDERS 

Telcos  such  as  AT&T 
MCI  are  the  latest  tc 
the  ranks  of  compan 
offering  flat-rate  acc 
the  Net — including  f 
yearlong  trials.  Coulc 
off  a  price  war,  hurti 
online  services,  whic 
money  by  charging  f< 
incremental  hours  or 
a  monthly  fee. 
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k  gives  Case  the  funds  he  needs  to  buy  new  technology 


s  made  over  the  last  three 
•s — many  of  which  have  yet 
show  signs  of  paying  off 
le,  page  82).  Meanwhile,  AOL 
ior  Vice-President  Theodore 
,eonsis  is  constantly  wheel- 
and  dealing  for  fresh  content 
;e  87).  "You  have  to  ask  at 
t  price  are  they  getting  this 
vth?"  says  David  M.  Simons, 
laging  director  of  Digital 
30  Investments,  an  invest- 
it  research  firm. 
Whatever  the  price,  at  this 
t  in  the  industry's  develop- 
it,  Case  thinks  it's  essential 
\0L  to  get  as  big  as  possible, 
t's  in  sharp  contrast  to  a  sce- 
o  that  the  techno-pundits  are 
ning.  They're  now  talking  of 
aggregation,"  an  inelegant 
ithful  that  means  instead  of 
ing  a  single  package — con- 
,  network  access,  billing,  and 
>n — from  one  supplier,  con- 
ers  will  shop  around.  They'll 
network  access  from  the 
■\e  company  at  cut-rate  prices 
content  a  la  carte — from  Web 
s  or  from  services  such  as 


terns  Inc.  "Look  at  aol's  cus- 
tomer base — it's  normal  people, 
it's  consumers."  Indeed,  AOL  was 
so  successful  in  dumbing  down 
technology  that  for  years,  rivals 
and  pundits  dismissed  the  ser- 
vice as  the  "Kmart  network." 
Says  Schmidt:  "It  was  extremely 
arrogant  of  the  high-tech  indus- 
try to  criticize  that." 

And  short-sighted.  Now,  the 
mass  market  is  the  Holy  Grail 
that  all  online  services  and  con- 
tent providers  seek.  They  have 
seen  that  aol's  relatively  unin- 
timidating  slice  of  cyberspace  is 
the  kind  of  place  where  the  un- 
wired  millions  of  consumers  may 
wind  up.  "It's  still  the  early  days 
of  this  medium,"  says  Case.  De- 
spite all  the  cyber  hype,  only 
11%  of  U.S.  households  are 
plugged  into  the  Internet  or 
commercial  online  services. 

As  aol  and  its  rivals  try  to 
drag  the  other  89%  into  cvber- 

1  Deferred  Subscr.berAcquisit.on  space,  Case  figures  the  online 
_.ExP_enses  $3,647    $1 9,502    $50,837     ^  ^  ^  tf)  appimch  ^ 

2  Total  Expenses  Reported**  $51,956  $114,946  $430,960  ical  mass.  He  likens  it  to  the  de- 
V  Tntir.^VmVRVnnrtpV "  "  ~*TqV  "  " lo  wT  "Jm  111  '  velopment  of  cable  TV,  which  re- 


A  Look  at  AOL's  Books 

Until  recently,  AOL  treated  many  costs  of  acquiring 
new  members,  including  advertising,  as  a  capital 
investment  rather  than  as  a  current  expense. 

1  AOL  elected  to  defer  certain  costs. 

2  That  allowed  it  to  report  lower  total  expenses. 

3  The  result:  The  company  reported  profits  in 
1993  and  1994  and  a  $34  million  1995  loss. 
Business  Week  asked  American  Securities  to 
calculate  the  effect  of  treating  all  member-ac- 
quisition costs  as  a  current  expense.  It  found: 

4  Total  expenses  would  have  been  far  higher. 

5  There  would  have  been  losses  in  all  three 
years;  the  1995  loss  would  have  been  more 
than  double  the  one  reported. 

After  an  SEC  review,  AOL  now  capitalizes  more 
member-acquisition  expenses. 


Fiscal  year  ends  June  30 


1993 


1994 


1995 


TOTAL  REVENUES  REPORTED* 


$52,355  $117,496  $397,313 


)rietary  online  services,"  says 
i  Petrillo,  executive  vice-pres- 
it  of  strategy  at  AT&T. 
IBING  DOWN.  True  to  form, 
e  has  little  use  for  the  con- 
tional  wisdom — or  the  pronouncements  of  the  "visionaries" 
i  litter  the  high-tech  landscape.  There's  nothing  visionary 
at  aol,  he  submits.  Its  success  results  from  simply  paying 
er  attention  to  what  consumers  want  than  technology-ob- 
ed  rivals  do.  "The  industry  pundits  were  out  of  touch  with 
sumers.  That  was  a  huge  mistake,"  says  Case,  who,  fresh 
of  Williams  College  in  1980,  did  a  two-year  stint  at  Proc- 
&  Gamble  Co. 

The  secret  of  Case  is  that  he  has  figured  out  a  way  to 
:e  consumers  like  their  computers,"  says  Eric  E.  Schmidt, 
i-president  and  chief  technology  officer  at  Sun  Microsys- 


4  Total  Expenses  Revised 

$55,603 

$134,448 

$481,797 

5  Net  Income  Revised 

-$3,248 

-$6,952 

-$84,484 

Includes  other  revenues    "Includes  Income  taxes 
Note:  Amounts  are  in  thousands  of  dollars 

DATA:  COMPANY  REPORTS,  AMERICAN  SECURITIES 


OSOFT 
YORK 

Dft's  entry  into  online 
s,  announced  in 
was  supposed  to  blow 
)dy  else  off  the  track. 
k.  Now  MSN  is 
ing  a  Web  service, 
iditional  unique  con- 
licrosoft,  for  example, 
ing  lots  of  money  into 
t  partnerships,  such 
with  NBC. 


PRODIGY 

The  troubled  joint  venture 
of  IBM  and  Sears  continues 
to  retrench  to  Web-based 
standards.  Today  it  is  a  dis- 
tant third  place,  and  Sears 
is  looking  for  the  exit.  A 
management  buyout  led  by 
President  Edward  Bennett 
may  lead  to  a  new  life  as  a 
pared-down  Web  program- 
ming studio — rather  than  a 
full-service  network. 


viable  medium  when  it  reached 
20%  or  30%  of  homes.  An  admir- 
er of  John  C.  Malone  of  Tele- 
Communications  Inc.,  Case  is  on  a 
Malone-like  quest  for  market  pen- 
etration. That's  why  he's  punching 
aol's  accelerator  now.  Powerhouses  in  media,  technology,  and 
telecommunications  are  all  trying  to  grab  their  slices  of  the  new 
mass  market,  too.  Companies  from  Microsoft  to  Disney  to 
Rupert  Murdoch's  News  Corp.  are  looking  to  build  online  em- 
pires. Phone  giants  at&t  and  mci  Communications  are  giving 
away  Internet-access  service — to  compete  with  tin  aisands  of  lo- 
cal Internet-access  providers. 

Case  is  confident  that  the  masses  will  prefer  the  comfort  of 
aol  to  the  wilds  of  the  Internet.  Even  via  the  easy-to-ma- 
neuver  Web,  he  notes,  the  Net  can  be  overwhelming.  And 
surfing  the  Web  from  a  home  PC  with  a  standard  14.4  kilobit- 
per-second  modem  can  mean  lengthy  waits  for  images  and 
text  to  appear.  Reaching  out  to  the  mainstream  market  "will 
require  even  greater  degrees  of  simplicity,"  argues  Case. 

That's  why  Case  is  upping  his  bet  on  his  grand  plan  to  put 
together  all  the  pieces  for  consumers.  He's  building  up  his 
own  nationwide  Internet-backbone  network,  which  is  already 
bigger  than  at&t's.  He  continues  to  add  content,  including  a 
growing  roster  of  online  publications  such  as  business  week. 
An  update  of  aol's  software  set  to  debut  in  a  few  months  will 
expand  the  number  of  "channels,"  groupings  of  content  such 
as  news  and  travel,  from  14  to  20.  Case  figures  there  will  only 
be  a  handful  of  brands  that  consumers  will  flock  to  in  cyber- 
space, and  he's  working  to  make  sure  aol  is  one  of  them. 
"HIGH  MARGINS."  Case  has  never  lacked  for  self-assurance — or 
business  sense.  "He's  always  been  an  independent  thinker," 
says  Daniel  Case  III,  Steve's  older  brother  and  first  business 
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Case  cai 


DATE 


AUG.  1994 


partner  and  now  president 
and  chief  executive  at  Ham- 
brecht  &  Quist,  a  top  San 
Francisco  investment  bank. 
The  two  grew  up  in  Honolu- 
lu, along  with  an  older  sister, 
Carin,  who  now  teaches 
preschool  in  Santa  Rosa, 

Calif.,  and  a  younger  brother,  Jeff,  now  an  insurance  executive 
in  San  Francisco.  Their  father  is  a  corporate  lawyer  and 
their  mother  a  teacher.  Both  were  born  and  raised  on  Oahu. 

Dan  and  Steve,  born  13  months  apart,  were  a  team  from 
the  start.  When  Steve  was  6,  the  brothers  started  a  juice 
stand  using  limes  from  the  backyard.  They  charged  2c  a 

cup,  but  many  people  gave  them  a  nickel  and  let  him  ■  i  hi  m 

them  keep  the  change.  "We  learned  early  the 
value  of  high  margins,"  says  Dan. 

A  few  years  later,  they  formed  Case  Enter- 
prises, a  business  Dan  describes  as  an  "interna- 
tional mail-order  company."  They  sold  everything 
from  seeds  to  greeting  cards  by  mail  and  door-to- 
door.  "We  made  a  fortune,  tens  of  dollars,"  says 
Dan.  Case  Enterprises  also  became  the  Hawaiian 
distributor  for  a  Swiss  watchmaker.  They  didn't 
sell  one  watch,  but  that  didn't  faze  them. 

Before  long,  the  brothers  created  an  affiliate, 
the  Aloha  Sales  Agency,  to  sell  ad  circulars.  Dan 
recalls  Steve  waking  him  up  in  the  middle  of 
the  night  with  the  perfect  name  for  the  circular, 
Budget  Booster.  The  pair  also  shared  a  newspa- 
per route.  Why  the  entrepreneurial  bent  for  a 
pair  of  comfortably  middle-class  kids?  "It  was 
the  challenge,  the  pursuit  of  the  idea,"  recalls 
the  younger  Case. 

Later,  Steve  wrote  album  reviews  for  the 
Punahou  School  newspaper.  "He'd  write  reviews 
of  albums,  in  dinky  student  newspapers  and  write 
letters  to  record  companies  saying  he  wrote  for 
the  leading  newspaper  read  by  teenagers  in 
Haw  aii,  which  was  true,"  says  Dan.  That  got  his 
name  on  record-company  mailing  lists — and  free 
albums  and  concert  tickets  poured  in.  Steve  loved 
basketball  and,  like  any  good  islander,  was  a 
bodvsurfer.  A  good  student,  he  was  "normal,  rel- 


THE  NEW  SEINFELD?  i  k  Think  big,  7  J 
Leonsis  told  us 

—  SEAN  MICHAEL,  HECKLERS  ONLINE 


atively  shy,  and  creati 
says  Dan. 

At  Williams  Coll 
Steve  majored  in  polii 
science.  "It  was  the  clo 
tMng  to  marketing,"  he  s 
He  was  on  the  All  Can 
Entertainment  Commit 
which  booked  bands,  and 
spite  possessing  what  he 
scribes  as  "rather  lim 
singing  talent,"  servec 
lead  singer  in  two  gro 
The  Vans,  a  knockoff  of 
Cars,  and  The  The,  insp 
by  The  Knack,  whose 
hit  was  "My  Sharona." 

Upon  graduation,  ( 
joined  Procter  &  Garr 
where  he  worked  on 
venerable  Lilt  home-pei 
nent  kit  and  a  new  i 
called  Abound,  a  hair-cc 
tioning  towelette.  ("1 
elette?  You  bet!"  was 
slogan).  "It  was  a  disas 
recalls  Case.  After 
years,  he  grew  bored.  "D 
aging  a  mature  business  is  not  my  thing,"  he  says. 

His  next  stop  was  PepsiCo's  Pizza  Hut  unit.  As  manage 
new  pizza  development.  Case  spent  months  traveling  i 
city  to  city  eating  slice  after  slice  in  search  of  new- ideas 
toppings.  Nights  on  the  road  gave  Case  time  to  indulge  hi 
terest  in  a  new  gizmo:  the  PC.  He  bought  a  Kaypro,  paid  ! 


The  Buying  Spree 


PRICE  IN  STOCK  COMPANY 


$34  mi 


NOV.  1994 


NOV.  1994 


DEC.  1994 


MAY  1995 


MAY  1995 


JUNE  1995 


SEPT.  1995 


FEB. 1996 


$6  million 


Redgate  Communications.  Ted  Leonsis'  company, 
which  made  multimedia  CD-ROMs  with  online  lin 


ANS,  creator  of  the  Internet  network.  Has  providet 
much-needed,  high-speed  network  capacity 


Navisoft,  maker  ot  software  for  creating  Web  site: 


$41  million  j  Booklink  Technologies,  provided  AOL's  initial  Web 
browser,  which  it  now  plans  to  drop  for  browsers 
from  Netscape  and  Microsoft 


$30  million 


$15  million 


$11  million 


Medior,  interactive  media  developer 


WAIS,  developer  of  Web  server  software 


Global  Network  Navigator,  provided  the  foundatioi 
for  AOL's  new  Internet-only  service 


Ubique,  makes  software  for  building  3-D  worlds, 
which  will  be  used  to  enhance  AOL's  chat  forums. 


$59  million 


Johnson-Grace,  data  compression.  Should  help 
speed  up  transmission  of  text  and  images. 


DATA  AMERICA  ONLINE 
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online  bug  when  he  was  on  the  road  for  Pizza  Hut 


ISLAND  BOY: 

(MS  torn  and 
mmed  in  Hawaii, 
as  wtre  his  parents 


subscribe  to  The  Source,  and  spent  hours  on  this  online 
vice,  chatting  and  perusing  bulletin  boards.  "I  thought 
re  was  something  magic  in  sitting  in  a  hotel  room  and  con- 
:ting  to  all  of  this,"  says  Case. 

Meanwhile,  brother  Dan  was  the  family  pioneer  in  high 
h.  A  Princeton  grad  and  Rhodes  scholar,  he  became  an  as- 
iate  with  Hambrecht  &  Quist.  He  was  soon  representing 
firm  on  the  board  of  Control  Video,  a  gaming  service  for 
iri  computer  owners. 

Steve's  turning  point  came  in  1983.  He  joined  Dan  at  the 
nsumer  Electronics  show  in  Las  Vegas,  where  Dan  intro- 
:ed  his  brother  to  the  founders  of  Control  Video.  They  of- 
ed  the  younger  Case  a  job  as 
rketing  assistant  on  the  spot.  He 
k  it.  Soon  after,  the  company  ran 
of  money.  The  board  fired  the 
nagement  team  and  installed  as 
)  Jim  Kimsey,  an  entrepreneur 

0  had  been  working  part  time  at  Control  Video.  Dan 
n  left  the  board.  Steve  helped  Kimsey  bring  in  venture 
ney,  and  in  1985,  the  company  was  reborn  as  Quantum 
nputer  Services  Inc.,  an  online  service  for  owners  of 
nmodore  computers. 

ymost  from  the  start,  Kimsey  groomed  Case  for  the 
spot.  The  apprenticeship  had  its  bumps,  though, 
se  landed  a  deal  with  Apple  Computer  Inc.  in  1987 
ically  by  sheer  persistence,  practically  camping 
,   at   its  Cupertino 
ilif.)  headquar- 
s     for  four 
nths.  "I  wore 
im  down,"  he 

'S. 

\iter  he  won 

Apple  business, 

quickly  signed 
idy  Corp.,  too. 
se  plowed  much 
the  $5  million  in 
sh   capital  into 
srhead  to  support 

deals.  But  it  was  I 
j  much  too  fast, 

1  Quantum  had  to 
rench.  "I  had  most 
my  venture-capital 
ird  members  calling 

him  to  be  fired," 
nsey  recalls.  "I  said, 
5  have  $5  million  in- 
ited  in  this  boy's  ed- 
ition 
■?' " 


THE  SIBLINGS: 


Do  you  want  to  throw  that  Si 

Carin.  and  Jeff 
rhat  education  has  apparently  paid  in  : 
,  "He  has  grown  dramatically  over 
i  last  12  years,"  says  Kimsey.  So  has  the  company.  Case 
ik  over  as  ceo  in  1992,  a  year  after  Quantum  was  re- 
ned  America  Online,  and  shortly  after  the  initial  public  of- 
ing  raised  $66  million.  Back  then,  revenue  was  $27  million 
I  aol  trailed  both  CompuServe  and  Prodigy  with  just 
),000  subscribers.  It  had  250  employees. 
Case  laid  out  a  growth-at-any-cost  strategy  in  1993  and 
rer  looked  back.  Today,  aol  has  4,000  employees,  and 
ne  200  are  being  added  every  month.  It  is  decamping 


from  Vienna,  Va.,  to  a  113-acre  spread  in  nearby  Loudon 
County. 

Managing  growth  has  become  a  key  issue,  aol  is  still  ab- 
sorbing the  people  and  facilities  snapped  up  during  its  $100 
million  buying  binge.  And,  in  retrospect,  it  looks  like  some  of 
those  deals  were  hasty,  ans  and  gnn  have  brought  a  badly 
needed  data  network  and  Internet-access  capabilities.  But 
many  of  the  software  startups  it  acquired — including  Navisoft, 
wais,  and  Medior — have  languished.  Booklink  Technologies,  a 
maker  of  browser  software  for  which  Case  paid  $41  million  in 
1994,  looks  like  a  loss,  given  that  aol  now  plans  to  use 
browsers  from  Netscape  Communications  and  Microsoft. 

To  help  keep  things  under  control,  Case  in 
January  hired  his  first  chief  operating 
officer,  William  J.  Razzouk,  a  former 
Federal  Express  Corp.  executive.  "My 
job  is  to  make  sure  the  mass  stampede 
is  managed  and  orchestrated,"  says  Raz- 
zouk. That  will  lighten  the  day-to-day 
load  for  Case,  who  friends  describe  as  a 
workaholic.  The  move  comes  too  late, 
however,  to  save  his  11-year  marriage  to 
his  college  girlfriend.  The  couple  has  three 
children.  Case  notified  his  directors  in  ear- 
ly March  that  he  now  has  a  "personal  re- 
lationship" with  his  vice-president  of  cor- 
porate communications,  Jean  Villenueva. 
Now,  with  Razzouk  minding  the  shop, 
Case  is  making  head-turning  deals. 

Consider  how  he  got 
what  he  wanted 
from  Netscape  and 
Microsoft.  Dissatisfied 
with  terms  of  a  deal 
with  Netscape,  Case 
got  a  better  one  with 
Microsoft,  which 
agreed  to  rework  its 
Internet  Explorer  for 
use  on  aol.  That 
prompted  Netscape  to 
do  what  aol  wanted  all 
along:  to  make  its 
browser  work  seamless- 
ly with  aol,  too. 
Overcoming  his  shyness,  Case 
is  now  a  prominent  spokesman 
for  aol.  "He's  the  best  at  stay- 
ing on-message  than  anyone  I  have  met,"  says  Michael 
Kinsley,  the  ex-TV  commentator  who  is  creating  an  online  polit- 
ical journal  for  Microsoft.  Anything  to  keep  customers  coming 
and  the  revenue  flowing.  Wherever  he  roams,  Case  is  racing 
to  make  aol  the  premier  channel  on  what  he  sees  as  the  new 
mass  medium.  Says  Case:  "This  is  a  momentum  game." 

As  he  is  well  aware,  there  is  something  in  cyberspace 
with  greater  momentum  than  aol:  the  Web.  With  content 
providers  launching  sites  every  day  and  hundreds  of  Internet- 
access  services  hawking  low  rates,  aol  is  under  pressure.  The 
immediate  issue  is  price.  Case  brags  about  how  average 
monthly  bills  have  risen  to  $18  (the  rates  are  $9.95  a  month 
for  five  hours  and  $2.95  for  each  additional  hour).  But  aol  is 
testing  a  "heavy  usage  plan"  for  its  best  customers,  the 
third  of  its  clientele  that  generates  two  thirds  of  revenue. 
These  are  the  ones  most  likely  to  switch  to  Net  services,  typ- 
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3?ve  come  up  with  a 
lole  new  world 
iguage.  It's  got  people 
erywhere  talking. 


The  world's  first  standard  in 
digital  mobile  communications 
goes  by  the  name  of  GSM  - 
Global  System  for  Mobile  Com- 
munications. Deutsche  Telekom 
played  a  key  role  in  its  devel- 
opment. With  GSM,  as  well  as 
ISDN  and  ATM,  we're  laying 
vital  stepping  stones  toward 
the  global  information  infra- 
structure of  the  future. 


Together  with  our  European 
partners,  we  at  Deutsche 
Telekom  have  created  the  GSM 
standard  for  digital  mobile  com- 
munications. It  marks  a  mile- 
stone on  the  road  to  improved 
international  understanding, 
a  landmark  pointing  the  way  to 
guaranteed  quality,  coverage 
and  reliability  of  transmission. 
GSM  is  the  key  to  true  world 
mobile  communications. 

European  initiative  for  the 
digital  future  of  the  world. 

In  only  five  years,  GSM  has 
established  itself  as  the  bench- 
mark, the  world's  mobile  com- 
munications standard.  People 
in  over  80  countries  through- 
out four  continents  already 
depend  on  digital  GSM  mobile 
communications  networks,  and 
the  number  is  constantly  grow- 
ing. What's  more,  working  with 
its  partners,  Deutsche  Telekom 
has  for  the  first  time  opened  the 
way  for  unlimited  mobile  com- 
munications between  Europe 
and  North  America,  translating 
GSM  technology  originally 
masterminded  in  Europe  into  a 
new  global  telecommunica- 
tions language. 


Telecommunications 
"made  in  Germany". 

Another  example  of  Deutsche 
Telekom's  technological  - 
cutting  edge  are  the  Data  Info- 
bahns.  We  operate  the  most 
closely-woven  fiber-optics  net- 
work in  the  world.  Our  cable 
network  is  also  the  world's 
biggest,  some  1 00,000  km  over- 
all, and  our  ISDN  network  the 
most  extensively  developed. 
Plus  we  were  the  first  to  use 
ATM,  the  new,  more  sophisti- 
cated transmission  system  for 
the  communications  fast  lane. 

You  can  share  in  our  success. 

A  key  player  in  telecommunica- 
tions, Deutsche  Telekom  ranks 
No.  1  in  Europe  and  is  the  No.  2 
network  operator  worldwide. 
And  when  it  comes  to  pushing 
forward,  we're  virtually  second 
to  none  as  a  prime  mover. 
Get  to  know  more  about  our 
multimedia  and  online  services, 
our  smart  networks  and  our 
wealth  of  experience  and  know- 
how  -  backed  by  global  part- 
nerships -  and  you'll  get  a  finer 
feel  for  the  cutting  edge  of 
tomorrow's  technology. 


Europe's  No.  1  in 
telecommunications. 


Deutsche 
Telekom 


'i  r y  minute  of  every  day,  our    111    brands  and   companies  analyze,  edit  and 
I   information   for  an  ever-changing  world.  So  you  can   make  the  most  of 


The  McGraw-Hill  Companies 

Keeping  the  world  up  to  speed 


o  n  c  i  a  I    Services.     Information    and    Media      Educational    and    Professional    P  u  b  I  i  s  h  i  r 


y  priced  at  $19.95  a  month  for  unlimited  use.  Longer-term, 
e  is  preparing  for  the  day  when  the  Web  takes  over — and 
;omers  cruise  AOL  from  the  Net  and  vice  versa.  The  first 
>  is  the  at&t  deal,  which  gives  WorldNet  customers  access 
lOL  at  a  discount.  Before  long,  the  Web  and  commercial 
dees  such  as  aol  will  be  almost  indistinguishable, 
'hat's  when  a  mass  audience  will  pay  off.  Today,  sub- 
ber  fees  account  for  90%  of  aol's  revenue.  Partly  be- 
se  of  Web  competition,  aol  will  have  to  find  new  sources 
■evenue.  Advertising  could  be  a  major  one.  And  Case 
is  to  deliver  advertisers  the  biggest  online  audience.  They 
ht  log  on  via  aol's  network  or  the  World  Wide  Web. 
it  will  matter  is  that  they'll  be  there  by  the  millions, 
hat  is,  if  aol  has  the  right  programming.  So  it's  furiously 
ing  partnerships  with  media  giants.  The  roster  includes 


Cover  Story 


Capital  Cities/ABC,  Time  Warner,  and  Viacom  in  the  U.  S.  In  Eu- 
rope, aol  has  an  online  service  with  Bertelsmann,  the  Geiman 
publisher.  Any  of  these  partners  can  also  go  up  on  the  Web,  and 
plan  to.  But  they  also  want  to  reach  aol's  audience.  "It's  naive 
to  think  that  even  if 
you  have  a  powerful 
brand  name  like  ABC 
that  someone  is  going 
to  find  it"  on  the  Web,  says  Lauren  Marrus,  vice-president  of 
Capital  Cities/ABC's  multimedia  group,  which  has  a  partner- 
ship with  aol.  "We  see  a  role  for  both  the  commercial  services 
and  the  Net."  aol  plans  to  make  sure  that  remains  the  case. 

By  Amy  Cortese  in  New  York  and  Amy  Barrett  in  Vienna, 
Va.,  with  Paul  Eng  in  New  York  and  Linda  Himelstein  in 
San  Francisco,  and  bureau  reports 


WE  HAVE  TO  BE  PRIME  TIME' 


red  Leonsis  loves  a  good  fright. 
In  November,  1994,  the  America 
OnLine  Inc.  executive  opened  a 
ompany  rally  with  heart-stopping 
lips  from  Jurassic.  Park.  As  the 
'-rex  clawed  through  an  electrified 
ence,  Leonsis  warned  AOLers  to  for- 
ify  their  defenses  against  the  beast 
rom  the  Northwest,  Microsoft  Corp. 
You  need  an  enemy,"  says  Leonsis. 


Now  that  Microsoft  and  aol  have 
,  partial  truce,  who's  the  new  bete 
loirel  "Jerry  Seinfeld,"  Leonsis 
eplies  without  hesitation.  It  makes 
ense.  As  president  of  the  division 
esponsible  for  content,  Leonsis  has 
aunched  a  flurry  of  deals  to  make 
lOL  a  media  powerhouse.  Still,  on  a 
;ood  Thursday  night,  aol  grabs  an 
udience  of  maybe  400,000.  Seinfeld 
;ets  20  million.  "We  are  pathetic 


compared  to  that,"  Leonsis  says. 
"But  we  have  to  get  there.  We  have 
to  be  prime  time." 

Turning  suburban  Virginia,  home 
of  aol,  into  a  cyber-Hollywood  seems 
a  stretch.  But  Leonsis  has  made  a 
career  of  such  leaps.  A  1977  gradu- 
ate of  Georgetown  University,  he 
started  his  high-tech  career  in  adver- 
tising and  public  relations  at  Wang 

ON  THE  BALL 

Hungry  to  acquire 
content,  Leonsis 
is  all  ears.  Hint: 
The  cooler  the 
idea,  the  better 

Laboratories  Inc.  In 
1986,  he  co-founded 
Redgate  Communica- 
tions Corp.,  an  ad- 
vertising and  public- 
relations  company 
that  also  produced 
shopping  guides  on 
cd-rom.  America  On- 
line bought  Redgate 
for  $34  million  in 
1994  to  get  the  com- 
pany's catalogs  and 
online  commerce  ex- 
pertise. Leonsis 
came  in  the  bargain. 
The  39-year-old 
executive,  in  sharp  contrast  to  low- 
key  aol  chief  Steve  Case,  is  a  flam- 
boyant new-media  impresario. 
Through  Greenhouse,  a  program 
started  last  year,  Leonsis  pumps  aol 
funds  into  content  startups — more 
than  $10  million  into  30  enterprises, 
so  far.  "We  are  going  to  find  our 
Spielbergs  this  way,"  he  says. 

Leonsis  screens  most  applicants 
himself,  including  three  25-year-old 


Alabama  buddies  who  airived  with 
an  idea  for  a  comedy  program  13 
months  ago.  "We  had  seen  this  as 
something  we'd  do  in  our  spare 
time,"  recalls  Sean  Michael,  a  mem- 
ber of  the  trio.  "But  Ted  said,  'You 
guys  need  to  be  thinking  big.' " 

They  did,  and  Hecklers  Online  be- 
came a  Greenhouse  hit — one  of  six 
that  are  each  attracting  aol  surfers 
at  the  rate  of  1  million  hours  annual- 
ly. Another  hit  is  The  Motley  Fool, 
an  investment  advisory  that  has 
spawned  a  best-selling  book  and  a 
magazine  column.  Others,  such  as 
Net  Noir,  an  area  for  African  Ameri- 
cans, and  SurfLink  (for  the  aquatic 
kind),  "haven't  found  their  audience 
yet,"  Leonsis  concedes. 
DATELINE  GOMORRAH.  Lately,  Leonsis 
has  broadened  his  quest,  launching  a 
series  of  joint  ventures  with  media 
giants,  including  Time  Warner,  Via- 
com, and  New  Line  Television.  The 
goal  is  to  produce  full-blown  online 
channels,  similar  to  cable-TV  chan- 
nels. The  Hub,  launched  by  New 
Line  and  AOL  on  Mar.  19,  is  aimed  at 
15-  to  34-year-olds.  Its  offbeat  offer- 
ings range  from  dream  analysis  to 
racy  Bible  excerpts.  Why  aol?  "They 
were  the  only  ones  willing  to  blow 
up  the  models  and  not  look  back," 
says  Robert  Friedman,  president  of 
New  Line  Television  Inc. 

Leonsis  loves  anything  that  makes 
aol  cool,  even  outrageous.  He  just 
authorized  an  April  Fools  Day  gag — 
an  aol  news  flash  blowing  the  lid  off 
government  efforts  to  suppress  re- 
ports of  fife  on  Jupiter.  And  once,  the 
imposing  5-foot,  9-inch  205-pounder 
stunned  a  visitor  by  belly-butting  an- 
other aol  executive  sumo-style.  "Life 
is  a  contact  sport,"  he  asserts.  Jerry 
Seinfeld,  watch  out. 

By  Amy  Barrett  in  Vienna,  Va. 
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Ji^e    can  fin  ally   he  relaxed 
ah  out   I  if  e  .    But   can  you 
ever  relax   a  l>  out  money? 


Well,  there  may  be  a  way. 

Financial  Fitness  is  a  simple,  live-step  program.  It  begins  with 
a  conversation  —  no  commitments  —  between  you  and  an  Equitable 
representative. 

You  assess  your  situation,  set  priorities,  find  a  strategy,  plan  your 
next  steps  and,  once  you've  begun,  keep  your  strategy  updated. 

No  miracles.  No  hype.  Just  common  sense.  And  a  great  weight 
oil  your  shoulders. 

This  is  the  tomorrow  you've  waited  for.  Get  in  touch  with  us 
and  start  taking  charge  ol  it  today. 


■Jff§  EQUITABLE 

1=^  Power  Over  Tomorrow 


i  Equitable  Life  Assurance  Society  ol  the  United  States,  New  York,  NY,  10019  Financial  Fitness  refers  to  Financial  Fitness  Profile5"1  GE-96-47 


Marketing 


RESTAURANTS 


SHOOTOUT  ON 
RESTAURANT  ROW 

Overbuilding  is  taking  its  toll  on  casual-dining  chains 


There's  a  three-mile  stretch  of  road 
in  Addison,  Tex.,  just  north  of  Dal- 
las, that's  a  virtual  shrine  to  the 
American  chain  restaurant.  Both 
sides  of  the  busy  thoroughfare  are  lined 
with  joints  offering  everything  from 
fast-food  burgers  to 
seafood.  In  all,  there 
are  115  places  to 
eat — about  one  every 
45  yards — and  they're 
often  packed.  But 
don't  be  fooled  by  the 
traffic:  Belt  Line  Road 
may  be  the  nation's 
most  visible  sign  of 
what's  wrong  in  the 
restaurant  industry. 

Belt  Line  is  domi- 
nated these  days  by 
casual  sit-down  chains 
such  as  Chili's  Grill  & 
Bar,  Applebee's,  and 
Olive  Garden  that 
have  sprung  up  over 
the  past  five  years  in  ~ 
every  suburb  in  the  country.  Such  op- 
erations, which  were  darlings  of  the  ini- 
tial public  offering  market  a  few  years 
ago,  represent  demographic-ally  driven 
dining.  They're  aimed  at  Baby  Boomer 
parents  and  their  Echo  Boom  offspring: 
They  serve  decent  food — plus  alcohol — 
bring  it  fast,  and  welcome  kids.  And 
with  a  dinner  check  for  a  family  of  four 
coming  to  about  $40,  a  night  out  doesn't 
break  the  bank. 


But  there  are  growing  signs  that  the 
breakneck  buildup  in  casual  dining  has 
gone  too  far.  Since  1992,  the  segment 
has  added  1,400  restaurants,  or  one- 
quarter  of  the  current  total,  and  boost- 
ed its  sales  by  36%,  to  $38.4  billion. 


Restaurant  IPOs,  Sweet  and  Sour 


COMPANY 

IPO 
DATE 

CLOSING 
PRICE 

RECENT 
STOCK  PRICE 

BERTUCCI'S 

6/91 

10n/« 

5 

BACK  BAY  REST.  GROUP 

3/92 

18V2 

3K 

CHEESECAKE  FACTORY 

9/92 

18U/64 

25X6 

LANDRY'S  SEAFOOD  RESTS. 

8/93 

m 

18% 

RATTLESNAKE  HOLDING 

6/95 

6 

yA 

ITALIAN  OVEN 

11/95 

8 

DATA:  BLOOMBERG  FINANCIAL  MARKETS  TECHNOMIC  INC 


GOING,  GOING... 

One  chain  has 
closed,  others 
are  hurting 


Now,  it  may  be  on  the  verge  of  a 
painful  restructuring.  Take  the  empty 
building  between  Red  Lobster  and  Olive 
Garden  on  Belt  Line:  It  once  housed  a 
China  Coast  restaurant.  Darden  Restau- 
rants Inc.,  which  owned  all  three  chains 
after  a  spin-off  from  General  Mills  Inc. 
in  May,  closed  the  money-losing  51-unit 
chain  last  year.  Other  chains,  such  as 
Hamburger  Hamlet  Restaurants  Inc., 
have  scaled  back,  and  more  will  follow. 
Just  look  at  Quantum  Restaurant  Group 
Inc.:  It  went  public  in  1992,  used  the 
cash  to  expand,  but  is  now  losing  money 
and  looking  to  sell  two  of  its  chains. 


"There's  going  to  be  a  huge  shakec 
predicts  Abe  J.  Gustin  Jr.,  ceo  of 
plebee's  International  Inc.,  which 
666  restaurants  and  a  menu  that 
eludes  pork  ribs,  fajitas,  and  stir  fr 
Even  the  biggest  players  have 
gun  to  feel  the  pain.  Brinker  Inte 
tional  Inc.,  which  owns  fast-grov 
Chili's,  unloaded  two  other  chains 
year  as  earnings  skidded  41%,  to 
million,  even  though  sales  grew  S 
to  $1.1  billion.  Shares  of  Morr 
Restaurants  Inc.,  which  owned  the 
store  Ruby  Tuesday  chain,  fell  17% 
tween  September  and  March,  as 
enue  for  the  chain  dipped  by  ■ 
during  the  second  half  of  1995.  Morr 
recently  split  into  three  separate  c 
panies.  Even  Applebee's,  the  indusl 
biggest  success  story,  has  seen  ss 
store  sales  declin 
the  last  five  mor 
according  to  anah 
And  those  are 
larger  companies  ' 
better  prospects 
riding  the  indu 
consolidation.  Sm; 
chains — such  as  H 
burger  Hamlet 
Sfuzzi  Inc.,  botl 
which  filed  for  b; 
ruptcy  last  year — 
extinction  if  they  c 
find  a  way  to  b 
profits  quickly,  analysts  say. 
YOUNG  EXPRESSIONISTS.  That's  no 
say  casual-dining  restaurants  are  a 
idea.  For  just  a  few  dollars  more  1 
the  local  diner  or  family-style  ch 
such  as  Shoney's  Inc.  and  Denny's 
customers  get  better  service  and 
and,  often,  a  full  bar.  That  makes  t 
a  favorite  with  hamed  dual-income  : 
ilies  too  frazzled  to  cook  and  unwi' 
to  leave  the  kids  at  home.  "They*: 
place  you  bring  your  family,"  notes 
ice  Meyer,  an  analyst  at  Prudential 
curities  Inc.,  "and  yet  you're  not  g 


^lack- 
eyed 


i 


chilis  ^  , 

O^RKSTAURANT 


RESTAURANT  ROW: 

li  The  sector  has 
jl  exploded  since  '92 
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orry  that  if  your  child  spills  some- 
y,  it's  going  to  make  a  scene." 
tiat's  what  drew  Joe  Mohen,  along 

his  seven-year-old  son  and  five- 
-old  daughter,  to  a  Ruby  Tuesday  in 
tbury,  N.  Y.,  for  a  quick  lunch  re- 
ly. Sharing  a  meal  in  a  restaurant 

small  children  is  rarely  relaxing, 
with  its  crayons,  kids'  menus,  and 
;egically  placed  TV  sets,  Ruby  Tues- 
eases  the  experience.  "It's  enough 
lake  the  passing  time  more  pleas- 
'  said  the  39-year-old  software  ex- 
ive  as  his  daughter  drew  a  picture 

restaurant-supplied  crayons, 
ut  now  the  chains  are  choking  on 

•  own  success.  Every  format  that 
cs — usually  simple  American,  Italian, 
Mexican  fare — has  been  endlessly 
3d,  and  it's  hard  to  tell  one  faux- 
3-paneled  outlet  from  another.  "It's 
same  old  same  old,"  says  Ron  Paul, 
ident  of  food-industry  consultancy 
inomic  Inc.  in  Chicago.  That  has 
ed  the  rebound  of  independent 
aurants,  which  were  dealt  a  body 
'  when  the  new  chains  popped  up  at 
start  of  the  decade. 

3  be  fair,  overbuilding  is  not  the 
problem.  Retail  sales  are  off  every- 
re  as  worried  consumers  tighten 

*  belts.  "Seventy-five  percent  of  our 
aurants  are  in  malls,"  says  A. 
lard  Johnson,  a  senior  vice-presi- 
;  at  Ruby  Tuesday.  "When  retail 
3  are  soft,  our  sales  are  down." 
iliar  FACES.  Applebee's,  which 
ed  $27.5  million  last  year  on  sales  of 
:  million,  appears  to  have  held  up 
best.  With  a  format  that  seats  160 
)le  instead  of  the  standard  200-plus, 
chain  can  bypass  the  overbuilt  sub- 
in  shopping  strips  for  Main  Street 
re  there's  less  competition.  "A  lot  of 
kets  are  over-penetrated,"  says 
tin.  "We  can  make  money  where 
■e  the  only  game  in  town."  Apple- 
is  tries  hard  to  look  like  a  neighbor- 
1  restaurant.  Photos  of  high  school 
etes  and  other  local  heroes  share 

space  with  the  usual  celebrity  jocks 
rock  stars. 

ivals  are  also  starting  to  move  away 
l  cookie-cutter  designs.  Darden  has 
odeled  about  300  of  its  715  Red 
sters  to  resemble  wharfside  fish 
ses.  Sales  in  the  made-over  restau- 
is  are  up  2%  to  4%.  In  short,  chains 
I  to  give  customers  a  better  reason 
/alk  in  than  mere  proximity  if  they 
it  to  thrive.  If  they  don't,  they  will 
it  the  same  fate  as  the  coffee  shops 
diners  whose  profits  they've 
)bed.  And  there  could  be  a  lot  more 
tened  windows  on  Belt  Line  Road. 
<y  David  Leonhardt  in  Westbury, 
L,  with  Stephanie  Anderson  Forest 
Addison,  Tex.,  and  Gail  DeGeorge 
yiiami 


IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund, 

one  of  our  most  conservative  stock 
funds,  has  consistently  outperformed 
its  Lipper  Category  Average. *  To 
seek  substantial  income  and  capital 
growth  with  less  risk,  the  fund  in- 
vests in  dividend-paying  stocks  of 
established  companies. 

As  with  any  stock  fund,  there  will 
be  price  fluctuation.  $2,500  minimum 
($1,000  for  IRAs).  No  sales  charges. 


Average  Annual  Total  Returns 

as  of  12/31/95 
B   Equity  Income  Fund 
D  Lipper  Equity  Income  Funds  Average 


I 


hi  : 


IX  II".. 

I 


15.0%  15.1% 


1  year        5  years        10  years 


Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-7853 


Invest  With  Confiden 

T.RoweFHce 


'life 


Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 
gain  distributions.  Total  returns  represent  past  performance.  Past  performance  cannot  guarantee  future  results  Invest- 
ment return  and  principal  value  will  van  and  shares  ma)  be  worth  more  or  less  at  redemption  than  at  original  purchase. 
Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses  Read 
it  carefully  before  vou  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  EIF030714 


Plant  Trees  for  America 


NuTTTXPi  Cm  be  mahpofitdat 


Te 
c 


10  Free  Trees 

ten  Colorado  blue  spruces, 
or  other  conifers  selected 
to  grow  in  your  area,  will  be 
given  to  each  person  who 
joins  The  National  Arbor  Day 
Foundation. 

Your  trees  will  be  shipped 
postpaid  at  the  right  time  for 
planting  in  your  area,  February 
through  May  in  the  spring  or 
October  through  mid  Decem- 
ber in  the  fall.  The  six  to 
twelve  inch  trees  are  guaran- 
teed to  grow,  or  they  will  be 
replaced  free. 

To  become  a  member 
and  to  receive  your  free 
trees,  send  a  $10  member- 
ship contribution  to  Ten 
Blue  Spruces,  National 
Arbor  Day  Foundation,  100 
Arbor  Avenue,  Nebraska 
City,  NE  68410. 

Join  today,  and  plant 
your  Trees  for  America! 


The  National 

Arbor  Day  Foundation 
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Management 


EUROPE 


OUT  OF  THE  TYPING  POOL, 
INTO  CAREER  LIMRO 


Women  have  barely 
nudged  the  Old  World's 
glass  ceiling.  What's  the 
likelihood  of  change? 


I  Wilson  always  stood  out.  Women 
I  rarely  occupy  high-level  jobs,  and 
I  it's  especially  unusual  for  a  woman 
to  make  it  to  the  top  of  a  defense  com- 
pany. Wilson  defied  the  odds.  With  busi- 
ness and  economics  degrees,  she  worked 
her  way  up  the  ranks  of  Ford  Motor 
Co.  in  Britain  and  Spain,  then  joined 
British  defense  company  Vickers  PLC. 
In  1990,  at  age  38,  she  was  director  of 
quality,  head  of  personnel,  and  the  first 
woman  board  member  at  Vickers'  de- 
fense systems  company. 

But  Wilson's  fairy-tale  career  ended 
abruptly  in  late  December,  1994.  In  a 
cost-cutting  move,  her  boss  said  Vickers 
no  longer  needed  a  quality  and  person- 
nel director,  even  though  the  company 
was  about  to  deliver  on  its  most  im- 
portant military  contract  in  a  decade: 
$1.45  billion  worth  of  Challenger  II  ar- 
tanks.  He  added  that  he  and  Wil- 
son had  a  personality  conflict,  making  it 
difficult  to  work  together.  So  he  dis- 
j  missed  her. 

Wilson  isn't  talking,  but  in  documents 
with  an  industrial  tribunal,  a  panel 
nsiders  unfair-dismissal  cases,  she 
-ho  was  pushed  out  because  she 
i    oman.  The  chief  executive  officer 
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of  the  defense  unit  had  created  "an  in- 
creasingly macho  culture"  that  forced 
her  to  fight  to  be  included  in  policy  dis- 
cussions, she  alleged.  Also,  she  claims 
she  was  laid  off  because  she  was  preg- 
nant at  the  time.  A  Vickers  spokesman 
denies  that  Wilson's  gender  or  her  preg- 
nancy played  a  role.  On  Jan.  9,  a  week 
before  a  healing  on  her  case  was  to  be- 
gin, Vickers  settled.  Neither  side  will 
discuss  the  details,  but  the  amount  was 
widely  reported  at  about  $150,000.  Wil- 
son now  runs  an  economic  development 
program  in  Newcastle. 
CHILDREN  AND  cooking.  Twenty  years 
after  adopting  equal-opportunity  laws, 
Europe  is  still  a  man's  world.  Women 
make  up  41%  of  the  European  work- 
force, but  only  1%  of  board  members 
are  women.  This  is  far  less  than  in  the 
U.  S.,  where  women  account  for  half  the 
workforce  and  10% 
of  board  seats.  Eu- 
ropean women  also 
are  not  moving 
into  middle  and  se- 
nior management 
jobs  as  fast  as 
American  women. 
After  a  frenzy  of 
downsizing,  compa- 


nies have  slashed  many  of  the  jol 
women  aspired  to,  leaving  them  wil 
both  a  glass  ceiling  and  a  sticky  floor. 

The  slow  progress  into  boardroon 
and  executive  suites  has  many  cause 
from  a  lack  of  child  care  for  workir 
mothers  to  cultural  preferences.  It 
partly  because  many  women  drop  oi 
when  the  going  gets  tough.  But  there 
bias,  too.  In  survey  after  survey,  me 
say  a  woman's  proper  place  is  in  tl 
home.  Moreover,  the  demands  of  chili 
rearing  and  running  a  household,  whi< 
men  and  women  agree  are  largely  tl 
woman's  responsibility,  are  rarely  a 
commodated  by  flexible  hours  or  jol 
sharing  arrangements.  Most  wome 
don't  seek  flexibility,  considering  it  ir 
proper  to  ask  for  special  privileges. 

The  result  is  that  European  corpon 
tions  haven't  faced  the  demands  Ame 
ican  working  wome 
have  long  mad 
on  U.  S.  companie 
Only  in  a  few  con 
panies  are  significai 
changes  under  wa 
Yet  the  pressure  fc 
more  flexibility  an 
greater  opportunity 
for  women  is  grov 


One  new  British 
program  proves  the 
cost-effectiveness  of 
equal  opportunity 


ing.  By  2000,  women  will 
make  up  75%  of  Europe's 
new  workers,  according  to 
the  European  Commission, 
and  will  hold  half  the  gradu- 
ate slots  in  Europe's  business 
schools.  Companies  won't 
have  much  choice  but  to 
draw  managers  from  a  grow- 
ing pool  of  working  women 
and  to  design  programs  that 
help  retain  them. 

Even  Britain,  considered 
Europe's  most  positive  envi- 
ronment for  working  women, 
is  playing  catch-up.  After  five 
years  of  campaigns  by  pres- 
sure groups,  41%  of  the  100 
largest  British  companies  to- 
day have  a  female  board 
member,  compared  with  95% 
of  the  100  largest  U.S.  com- 
panies. What's  more,  female 
managers  overall  earn  68%  of 
what  male  managers  do,  bare- 
ly up  from  66%  in  1991. 
"There  are  very  few  women 
in  positions  of  line  authority," 
frets  Yve  M.  Newbold,  chief 
executive  of  board  recruiters 
Pro  Ned  Ltd.  and  board  sec- 
retary for  10  years  at  Hanson 
PLC.  "It's  not  going  up  or 
down,  it's  just  nudging  along 
the  bottom." 
ith  rising  enrollment  of  European 
ten  in  business  and  professional 
ols,  it's  widely  accepted  that  the 
generation  of  female  managers  will 
fewer  problems.  That  may  be  wish- 
jinking.  In  Germany,  the  social 
jture  is  still  so  dependent  on  the 
lan  as  homemaker  that  it's  difficult 
vomen  to  take  an  outside  job.  Ele- 
tary  schools  send  children  home  for 
h.  Few  companies  provide  day-care 
ities.  Shops  by  law  must  be  closed 
lings  and  by  early  afternoon  on  Sat- 
ys.  Says  Gertrud  Hohler,  a  Berlin- 
id  communications  consultant  and 
2tor  of  Britain's  Grand  Metropoli- 
plc:  "We  have  on  our  shoulders  all 
history.  The  rules  are  all  man- 
e — that  women  are  for  children, 
■ch,  and  cooking." 

)  be  sure,  few  male  executives  admit 
ijecting  a  woman  on  the  basis  of  her 
ler,  and  few  dispute  that  women  offer 
able  managerial  skills.  But  privately, 
wony  that  their  company  will  in- 
time  and  money  to  train  a  woman 
to  see  her  many,  become  pregnant, 
leave.  The  return  rate  among  new 
tiers  is  far  lower  than  in  the  U.S., 
it's  unclear  whether  this  is  because 
len  believe  they  won't  be  promoted. 


Many  women  think  they  must  delay  mar- 
riage to  get  ahead  and  often  postpone 
having  children  or  resign  rather  than  tiy 
to  combine  work  and  family. 
SUBTLE  REMEDIES.  What  is  the  likeli- 
hood of  change?  Both  men  and  women 
managers  have  ruled  out  U.S.-style  af- 
firmative action  as  the  way  forward. 
Mandatory  quotas  are  seen  as  degrading 
to  women  and  as  requiring  companies  to 
hire  and  promote  less-than-qualified  peo- 
ple. Women  overwhelmingly  say  they 
want  to  land  a  job  or  promotion  on  their 
own  merits  and  not  through  govern- 
ment fiat. 

The  European  Court  of  Justice 
agrees,  for  different  reasons.  The  court 
last  October  shot  down  one  form  of  af- 
firmative action,  mandatory  hiring  quo- 
tas, that  had  been  adopted  by  the  Ger- 


man state  of  Bremen.  Bremen  had'  set 
aside  50%  of  public-sector  jobs  for 
women,  but  when  a  male  gardener  was 
rejected  in  favor  of  a  woman  because  of 
the  quota,  he  sued.  On  Mar.  27,  new 
European  Union  legislation  was  pro- 
posed to  encourage  less  rigid  policies 
for  hiring  and  promoting  women. 

Already,  in  a  small  number  of  com- 
panies, a  subtler  remedy  has  begun  to 
take  hold.  A  five-year-old  British  pro- 
gram, called  Opportunity  2000,  has  per- 
suaded companies  to  set  voluntary  nu- 
merical goals  for  promoting  women. 
Among  its  300  member  companies,  32% 
of  all  management  slots  are  filled  by 
women.  Some  of  the  members  are  gov- 
ernment bodies,  more  disposed  toward 
female  managers  than  the  private  sector. 

Opportunity  2000  helps  companies  get 


'I  Don't  Want  To  Fight  Anymore' 


In  tradition-bound  Germany,  buck- 
ing the  tide  can  be  tough.  Or  so 
Christiane  Kolbus  discovered  as 
she  tried  to  build  her  professional 
and  personal  lives  simultaneously. 
She  chose  to  enter  one  of  the  coun- 
try's most  profoundly  male-dominat- 
ed industries:  banking.  And  she 
decided  to  marry  an  unemployed 
machinist,  who  remained  at  home 
and  restored  antiques  while  she 
went  out  to  earn  the  family's  bread. 

But  things  didn't  work  out  the 
way  that  Kolbus  had  anticipated.  Af- 
ter beginning  her  professional  career 
as  a  Commerzbank  trainee  in  Bre- 
men in  1979,  she  rose  quickly 
through  the  ranks  to  become  chief  of 
all  the  bank  training  programs  in  her 
corporate  region.  Working  long  hours 
and  traveling  more  than  three 
months  out  of  the  year,  she  couldn't 
even  contemplate 
having  children. 
Slowly,  as  time  went 
on  and  her  career  at 
the  bank  developed, 
she  and  her  husband 
grew  apart  from  each 
other.  "We  developed 
in  two  different  di- 
rections," she  says. 
In  1990,  when  the 

NO  LONGER  DRIVEN: 

Kolbus,  soured  on 
office  politics,  quit  a 
tra  in  ing  progra  m 


bank  transferred  her  to  Leipzig  to 
develop  training  programs  for  Com- 
merzbank in  eastern  Germany,  Kol- 
bus left  her  husband  behind. 

Office  politics  also  had  an  influence 
on  her  career  at  Commerzbank.  "The 
higher  up  you  go,  the  more  political 
it  gets,"  she  says.  "And  the  less  hon- 
est you  can  be."  Now  35  years  old 
and  assistant  general  manager  of 
training  in  the  Saxony-Anhalt  region, 
Kolbus  recently  quit  Commerzbank's 
highly  coveted  executive-training 
program,  which  grooms  selected 
bank  employees  for  senior  manage- 
ment positions.  "I  don't  want  to  fight 
anymore.  It  takes  a  lot  longer  to 
change  things  than  I  thought,"  she 
now  admits. 

No  longer  driven,  Kolbus  says  she 
now  derives  much  of  her  satisfaction 
from  friendships,  skiing,  yoga,  and 
motorcycle  riding, 
among  other  activities. 
She  has  decided  to  re- 
main childless.  "I'm 
reconciled  to  the  idea 
of  growing  old  without 
children.  It's  no  longer 
necessary  for  me  to 
depend  on  other  peo- 
ple to  be  fulfilled,"  she 
says.  Still,  it's  a  far 
cry  from  the  home 
and  work  life  she  en- 
visioned just  a  decade 
ago. 

By  Linda  Bemier 
in  Brussels 
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Management 


over  their  distaste  for  goal- 
setting  by  stressing  the  eco- 
nomic impact  of  helping 
women.  Says  Director  Liz 
Bargh:  "We  put  equal  oppor- 
tunity in  financial  terms  for 
them."  She  encouraged  Rank 
Organization  PLC,  an  enter- 
tainment and  leisure  company, 
to  let  new  mothers  phase  in 
their  return  to  work  as  a  way 
to  cut  recruitment  and  training 
costs.  After  five  years,  Rank 
saved  $1.5  million  by  raising 
its  retention  rate  for  skilled 
women  from  20%  to  80%. 

That's  just  a  start.  Anglo- 
Dutch  consumer  products  gi- 
ant Unilever  PLC  is  also  try- 
ing to  boost  women  in  management.  It 
has  only  five  among  its  top  100  man- 
agers worldwide,  even  though  its  mar- 
ket is  largely  female.  "It's  still  not  ad- 
equate. The  lack  of  women  in  senior 
management  is  a  drawback,"  says 
Chairman  Morris  Tabaksblat,  whose 
company  is  an  avid  participant  in  Op- 
portunity 2000. 

On  the  Continent,  there  are  also 
promising  signs.  La  Compagnie  de  Suez 
in  December  named  Christine  Morin 
Postel,  49,  to  manage  a  $3  billion  prop- 
erty portfolio  at  Credisuez,  its  real  es- 


Why  Europe  Is  A  Man's  World 

Women  make  up  41%  of  the  workforce: 
IIIM1BI  I ii ill  II  Mil  j  I 

•  Up  to  40%  less  in  manufacturing  jobs 

•  Up  to  35%  less  in  service  jobs 


AND  HOLD  FEWER  TOP  JOBS 


•  29%  of  all  management  jobs* 

•  Less  than  2%  of  senior  management  jobs" 

•  Less  than  1%  of  board  seats** 


'Including  voluntary  organizations  and  local  and  state  governments 
"Private  sector 
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tate  division.  Though  there  are  still  few 
female  CEOs  in  private  business,  French 
women  have  held  powerful  positions  in 
medical  and  legal  fields,  the  military, 
small  business,  and  government. 
FED  UP.  Scores  of  women  have  set  up 
their  own  businesses.  Fed  up  with  slow- 
ly climbing  the  corporate  ladder,  Ger- 
man women  have  been  starting  com- 
panies, especially  in  the  service  sector. 
One-third  of  all  German  startups  are 
now  woman-owned,  up  from  10%  in 
1975.  The  generational  change  among 
the  country's  Mittelstand — its  small- 


and  medium-size  family-oi 
businesses — also  will 
German  women.  Mam 
these  will  pass  to  a  new 
eration  of  daughters  in 
next  century. 

As  more  women  move 
top  positions  in  European 
parties,  their  styles  may 
ence  how  business  is  ( 
"Female  ways  of  managi 
consensus  decisions,  the  a 
to  handle  several  projects 
time,  and  strong  interper 
skills — will  be  more  appr 
ate  in  the  next  millenni 
says  Roger  Young,  din 
general  at  Britain's  Inst 
of  Management. 
But  as  is  so  often  true  in  Eu: 
change  is  agonizingly  slow.  A  de 
ago,  many  high-flying  women  ' 
confident  that  they  could  make 
the  top  levels  of  their  corporat 
Now,  it  seems  it  may  take  genera 
for  European  women  to  attain 
equality  of  opportunity.  If  that's 
case,  European  corporations  are  1< 
valuable  executives — and  payii 
heavy  price. 

By  Paula  Dvjyer  in  London, 
Marsha  Johnston  in  Paris  and  R 
Lowry  Miller  in  Bonn 


'All  Partners  Are  Not  Equal' 


Hilary  Sears 
made  it  to  part- 
ner at  her  com- 
pany, executive 
search  firm 
Korn/Ferry 
Carre/Orban  Inter- 
national. But  the  49- 
year-old  headhunter 
is  disappointed  with 
the  view  from  the 
top.  There  are  only 
21  women  among 
the  170  partners  in 
her  firm.  Those 
women  who  do  join 
the  inner  circle 
don't  necessarily 
wield  the  same 
influence  as  their 
male  counterparts. 
"All  partners  are  not  equal,"  says 
Sears. 

One  problem,  says  Sears,  is  that 
women  managers  in  Britain  are  sti- 
fled by  male-dominated  social  con- 


JUST  A  TOKEN?:  Former  head 
hunter  Sears  saw  lip  service 
paid  to  professional  women 


vention.  Network- 
ing, the  lifeblood  of 
headhunting,  is  re- 
stricted for  women 
because  many  clubs 
exclude  them. 
That's  a  big  draw- 
back for  someone  at 
a  company  where 
bringing  in  new 
business  is  the  key 
to  gaining  stature. 
As  a  result,  women 
often  don't  get  to 
shape  the  strategy 
and  management 
style  at  the  firm, 
she  says. 

To  get  where  she 
is  today,  Sears  had 
to  focus  intensely 
on  her  goals  and  make  sacrifices  in 
her  personal  life.  She  got  out  of  ad- 
vertising in  1981  when  she  realized 
its  limitations  for  women  and  went 
into  the  search  business,  detouring 


briefly  to  pick  up  an  mba.  She  put 
12-hour  days,  networked  in  the 
evenings,  and  made  the  firm's  billii 
targets.  "I  had  one  objective:  be- 
coming a  partner,"  recalls  Sears, 
who  was  41  when  Carre/Orban 
made  her  dream  come  true.  When 
she  was  43,  she  married  a  former 
business-school  classmate  who  was 
divorced  with  three  children. 

A  popular  speaker  at  managemei 
conferences  and  on  radio  and  televi 
sion,  Sears  was  asked  in  1990  to 
found  the  central  London  branch  of 
the  Institute  of  Directors,  a  profes- 
sional association  for  board  membei 
She  built  the  group  up  to  5,000  met 
bers  but  was  dismayed  that  only  lc, 
were  women,  and  that  she,  as  chair 
person,  was  the  only  one  invited  to 
sit  on  the  board.  When  she  left  the 
association  last  June,  after  five  yeai 
no  one  called.  "I  was  a  token,"  she 
says  regretfully.  That's  not  the  role 
she  had  in  mind. 

By  Linda  Bernier  in  Brusst 
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FOUR  REASONS 
WHY  TOSHIBA  SELLS  MORE 
PORTABLES  THAN  ANYONE. 


Satellite 

When  it  comes  to  price,  performance 
and  value,  nothing  comes  close  to  the 

Satellite*  Series.  These  feature-rich 
models  maJce  it  possible  fir  everyone 

to  have  power  and  performance  in 
an  inexpensive  notebook. 


Satellite  Pro 

With  Satellite  Pro  'you  can  get 
affordable  CD-RC  >M  and  portability 
in  a  multimedia  notch » ik  !  his 
series  offers  the  advanced  features 
and  power  usually  found  in  much 
more  expensive  machines 


PORTEGE 

The'  au'drd-uinnmji  Portegc"  Scries 
defines  hiifi  performance  in  ultraportable 
computers.  At  under  jive  pounds,  these 
su/vr-lightu'cight  notebooks  arc  (Kicked 
uith  features  you'd  only  expect  from 
jidl-si;e  computers. 


Tecra'embodies  the  absolute  latest 
and  greatest  m  portable  technology. 
With  the  fastest  Pentium'-  pnmsors 
and  must  innovative  features  on  die 

market,  Tecra  notebooks  arc  the 
ultimate  m  power  arid  performance 


itellite,  Satellite  Pro,  Portege  and  Tecra.  Quite  possibly  the  best  reasons  there  are  for  buying  a  portable  computer.  Four  distinct 
)shiba  notebook  lines  assure  that  whatever  your  needs,  there's  one  uniquely  suited  to  you.  Toshiba  portables  offer  uncompromised 
quality,  and  are  recognized  by  the  computer  industry  tor  technical  superiority  And,  Toshiba  has  award-winning 
customer  service  and  support.  That's  why  Toshiba  sells  more  portables  than  anyone  in  the  world.  Need  any 
P^olVHTl     more  reasons?  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

©1996  Toshiba  America  Information  Systems,  Inc.  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies 
Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation  Product  availability  sub|ect  to  change 


Finance 


BANKING 


DEUTSCHE  BANK'S 
CHINESE  PUZZLE 

Will  its  lawsuits  ever  recoup  millions  in  unpaid  loans? 


The  Jianchuan  Machinery  Factory,  a 
grimy,  state-owned  refrigerator- 
compressor  plant  in  the  remote 
reaches  of  China's  Sichuan 
province,  is  a  strange  birthplace  for  a 
multimillion-dollar  international  feud  in- 
volving Gei-many's  largest  lender.  That's 
little  comfort  to  Deutsche  Bank. 

The  bank  breezed  into  China  in  the 
1980s,  lending  to  state-owned  enter- 
prises that  leased  German  machinery 
to  Jianchuan  and  several  other  obscure 
manufacturers  with  hefty  appetites  for 
imported  equipment.  The  Germans  fig- 
ured the  state  connections  would  protect 
them  against  default  and  did  not  de- 
mand that  Beijing  come  up  with  written 
government  guarantees. 
COUGH  UP?  Then  came  the  shock. 
Through  a  combination  of  bad  manage- 
ment, ill-conceived  projects,  and,  proba- 
bly, corruption,  the  manufacturers  ran 
out  of  cash.  The  borrowers — owned  by 
arms  of  the  Bank  of  China,  Ministiy  of 
Foreign  Trade  &  Economic  Cooperation 
(Moftec),  and  other  gilt-edged  names — 
abruptly  stopped  paying  the  Germans. 

As  the  dispute  lingered,  everyone 
from  China's  financial  czar,  Zhu  Rongji, 


to  senior  German  government  officials 
and  Deutsche  directors  have  been 
dragged  into  the  case — to  no  avail. 
Deutsche  has  even  won  a  $6.7  million 
default  judgment  in  a  Frankfurt  court 
against  one  of  the  borrowers,  Shanghai 
Intemational  Leasing  Co.  (Silco).  It  now 
plans  to  ask  courts  in  Shanghai  to  en- 
force the  decision,  in  hopes  of  forcing 
Silco  into  bankruptcy  or  getting  its  own- 
ers to  cough  up  some  cash. 

Yet  so  far,  the  Chinese  refuse  to  pay. 
"This  is  no  way  to  behave,"  fumes  a 
senior  Deutsche  officer,  who,  like  other 
bank  executives,  would  speak  only  on 
conditions  of  anonymity.  "There  are 
rules,  and  they  must  be  followed.  They 
can't  make  up  their  own."  Silco  declined 
to  comment  on  the  default  decision  but 
said  it  couldn't  pay  off  its  loans  until  it 
received  payments  from  leasing  clients. 

The  contretemps  is  only  the  latest 
reminder  of  the  extent  to  which  China, 
even  after  nearly  two  decades  of  eco- 
nomic and  social  reform,  continues  to 
play  by  a  different  set  of  rules  from 
the  West's.  Lehman  Brothers  Inc.,  for 
example,  is  entangled  in  a  pair  of  law- 
suits seeking  $100  million  from  two 


state-owned  Chinese  companies  w 
currency  and  commodity  trades  \ 
bad.  And  Deutsche  is  hardly  the 
foreign  bank  to  lose  money  finan 
leases  of  imported  machinery.  Ne 
three  dozen  foreign  banks  are  owe> 
estimated  $600  million  for  leasing  c 
that  went  bad  after  a  slew  of  such 
tures  were  set  up  in  the  1980s  to  i 
step  restrictions  on  foreign  borrov 
Japanese  banks  have  been  suffe 
most,  with  virtually  every  major  le: 
taking  a  hit.  Several  European  len( 
including  a  subsidiary  of  France's 
ciete  Generate  and  Credit  Lyonnais, 
have  tallied  losses.  At  Silco  al 
Deutsche  Bank  claims  70%  of  the 
ing  deals  have  gone  bad. 
UPGRADES.  To  some  observers,  p 
lems  such  as  this  are  a  worrisome 
for  a  country  that  is  depending  on 
eign  investors  to  help  support  its 
velopment.  Says  Jerome  A.  Cohe 
lawyer  at  Paul,  Weiss,  Riflrind,  Wha 
&  Garrison  in  Hong  Kong:  "The  fu 
mental  question  regarding  China's 
ity  to  raise  billions  of  dollars  is: 
any  lender  rely  on  the  loan  docum 
or  investment  contract.' " 

In  fact,  China's  difficulties  with 
eign  lenders  have  already  helped 
up  the  project-finance  market.  B; 
are  also  demanding  more  written  g 
antees.  But  although  the  Deutsche  ( 
up  has  slowed  Germany's  enthus: 
for  China,  it  has  not  extinguishe 
Deutsche  opened  a  branch  in  Guang 
last  April  and  has  applied  to  upg 
representative  offices  in  Shanghai 
Beijing  to  full  branches.  Its  tough  st 
on  the  leasing  deals  "is  not  a  declar; 
of  war,"  says  a  Deutsche  official, 
want  to  increase  our-  business  in  Ch 


AN  ANATOM 


►  THE  SILCO  CASE.  From 
1988,  the  German  bank  le 
Shanghai  International  Lea 
Corp.  $14.4  million.  The  b 
not  have  written  govemmei 
guarantees  but  was  introdu 
the  deal  by  Bank  of  China, 
Silco's  gilt-edged  owners,  v 
assured  the  Germans  that  1 
ing  firm's  credit  was  good. 
Silco  stopped  paying.  After 
collection  efforts  and  lobb> 
senior  Chinese  officials  fail 
Deutsche  sued  in  Frankfurl 
won  a  default  judgment  for 
million  covering  principal  z 
est.  Silco  still  has  not  paid 
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onetheless,  the  bank's  patience  fi- 
snapped  after  what  it  saw  as  years 
elaying  tactics  unaccompanied  by 
attempts  to  deal  with  the  situa- 
Now,  Deutsche  is  going  public  in 
s  that  other  lenders  will  follow  its 
iple  and  get  tougher  with  China, 
so  hopes  its  planned  legal  action  in 
tghai  will  embarrass  the  People's 
i  of  China,  the  country's  central 
;,  into  paying  up. 

sutsche's  biggest  beef  involves  $13.5 
Dn  in  loans  and  unpaid  interest  ac- 
i  by  Silco,  which  financed  the  lease 
anchuan  Machinery.  Its  shareholders 
de  some  of  the  most  powerful  and 


As  German  bankers  tell  it,  the  Chinese 
promised  no  borrower  could  be  a  better 
risk:  Bank  of  China  executives  would 
run  the  company — as  they  still  do — and 
the  parent  would  control  its  deals.  In 
fact,  only  one  of  the  three  agreements 
Deutsche  Bank  funded  was  repaid. 

In  1991,  loan  payments  to  Deutsche 
Bank  stopped,  but  Silco  told  Deutsche 
not  to  worry.  It  was,  the  leasing  com- 
pany claimed,  just  a  temporary  liquidity 
problem.  Thus  began  five  years  of  trou- 
ble. Deutsche  says  it  wrote  letters  to 
Silco's  shareholders  and  sent  delegations 
to  plead  with  Silco  and  its  parents.  The 
bank  says  it  offered  to  extend  its  pay- 


ected  names  in  China: 

LSSfSStrolt  "This is no way t0 behave," a 
sti~:i«  Deutsche  Bank  official  says.  "There 
mnT^A^lAt  are  rules,  and  they  must  be  followed, 
i  Deutsgche!chtaa  For-  Tney  can't  make  up  their  own" 

Trade  Leasing  Corp.,  is 
id  by  a  subsidiary  of  Moftec. 
le  Germans  say  the  leasing  compa- 
parents  should  make  good  on  loss- 
just  as  they  might  do  in  industrial- 
countries — since  they  vowed  their 
rfng  were  good  for  the  money.  "If 
can't  trust  what  the  Bank  of  China 
you,  then  whom  can  you  trust  in 
a?"  grumbles  a  Deutsche  executive. 
•NEWALLING."  Deutsche  Bank's  af- 
with  Silco  set  sail  on  a  wave  of  eu- 
ia.  It  was  1986,  less  than  a  decade 
the  sweeping  economic  reforms 
:hed  by  China's  paramount  leader, 
l  Xiaoping,  and  foreign  banks  were 
r  to  introduce  the  Chinese  to  the 
d  of  modern  finance.  At  a  leasing 
nar  that  the  German  bank  hosted  in 
ighai,  officials  of  Bank  of  China's 
branch  steered  Deutsche  to  Silco. 


ment  schedule  or  even  to  lend  Silco 
more  money  to  help  pay  the  first  loan. 

Deutsche  Bank  executive  board  mem- 
ber Ulrich  Cartellieri  even  appealed  di- 
rectly to  financial  kingpin  Zhu  in  1995, 
during  an  international  conference  in 
Davos,  Switzerland.  The  bank  says  Zhu 
was  sympathetic  and  agreed  that  China 
would  have  to  follow  internationally  ac- 
cepted codes  of  behavior  if  the  country 
wanted  continued  access  to  global  capi- 
tal markets.  But  Silco  still  wouldn't  pay 
up.  "It  was  all  stonewalling,"  says  a 
bank  executive. 

Finally,  the  bank  sued  Silco  in  Frank- 
furt, under  a  provision  in  its  contract 
making  the  deal  subject  to  German  law. 
Silco  sent  a  delegation  to  Frankfurt  in 
time  for  the  case,  but  the  Chinese  did 
not  appear  in  court,  perhaps  figuring 


the  judge  would  be  even  harder  on 
them  if  they  showed  up.  That  left 
Deutsche  Bank  the  winner  of  $6.7  mil- 
lion by  default. 

washed  HANDS.  Deutsche  Bank  has  a 
similar  story  to  tell  about  Moftec,  the 
foreign-trade  ministry.  The  bank  says 
it  is  owed  $6.8  million  by  China  Nation- 
al Metals  &  Minerals  Import  &  Export 
Corp.  This  Moftec  subsidiaiy,  known  as 
Minmetals,  inherited  the  Deutsche  debt 
from  another  ministry  arm,  China  Ex- 
port Bases  Corp.  Deutsche  claims 
Moftec  officials  told  the  bank  they  would 
stand  by  their  company.  But  Moftec 
Minister  Wu  Yi  has  washed  her  hands 
of  the  matter,  asserting  in  a 
recent  letter  to  the  bank  that 
Deutsche  had  simply  made  a 
bad  lending  decision. 

Deutsche  says  it  won't  pro- 
vide financing  to  state-con- 
trolled enterprises  without 
government  guarantees  any- 
more. But  some  bankers  note 
that  the  practice  of  lending 
to  leasing  subsidiaries  of  big  financial 
institutions  without  a  formal  pledge  of 
support  remains  common  throughout 
the  world. 

Chinese  authorities  have  spent  the 
past  several  years  trying  to  get  more 
control  over  the  entire  financial  system. 
Unless  they  speed  up  that  effort,  China 
could  find  the  flow  of  megabuck  inter- 
national credit  that  it  needs  slowing 
down  dramatically.  "We  and  other  banks 
are  being  more  cautious  now,"  warns  a 
Deutsche  Bank  China  expert.  However 
alluring  the  future  potential  of  Chinese 
markets,  Western  business  will  eventu- 
ally balk  if  it  doesn't  get  paid. 

By  Mark  L.  Clifford  in  Hong  Kong 
and  John  Templeman  in  Frankfurt, 
with  Dexter  Roberts  in  Beijing  and  Mia 
Trinephi  in  Paris 


LS  GONE  BAD 


STRY'S  BURDEN?  Deutsche 
uing  China  Foreign  Trade 
Corp.  (CFTLC),  owned  by  an 
he  Ministry  of  Foreign  Trade 
mic  Cooperation,  to  recover 
ilion  from  another  loan  deal 
jr.  CFTLC's  most  recent 
:,  in  1993,  was  seen  as  part 
cessful  effort  to  get  Germany 
le  export-credit  financing 
i  Tiananmen  Square  mas- 
has  made  no  payments  since 
<e  Silco,  CFTLC  maintains  it 
3ay  the  loan  until  its  own 
clients  come  up  with  the 

DATA:  DEUTSCHE  BANK,  BUSINESS  WEEK 
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BANKING 


MOM  AND  POP, 

YOU  ARE  PREQUALIFIED! 

Wells  Fargo  is  going  gangbusters  into  small-business  lending 


For  Janet  Fletcher,  getting  a  loan  for 
b&w  Auto  Salvage,  her  Dallas  junk- 
car  business,  used  to  be  a  real  has- 
sle. Under  the  stem  gaze  of  her  local 
banker,  she  was  forced  to  answer  exten- 
sive questions  on  why  her  $2.2  million 
business  needed  the  money,  and  to  sup- 
ply thick  files  of  financial  information 
on  business  plans,  balance  sheets,  cash 
flow,  and  profits. 

But  last  summer, 
Fletcher  received  a  mail 
solicitation  saying  her 
business  had  been  "pre- 
qualified"  for  a  $50,000 
credit  line  at  a  13%  annu- 
al interest  rate  from  San 
Francisco's  Wells  Fargo 
Bank.  After  completing  a 
one-page  form  that  includ- 
ed a  few  questions  about 
her  personal  and  business 
finances,  she  got  final  ap- 
pro\  !  and  received  a  sup- 
ply of  checks  to  draw  on 
hei  redil  line.  Recently, 
she  wrote  a  check  to  pay 
an  S8..000  repair  bill  on  a 
car-crushing  unit.  For  the 
convenience,  Fletcher  was 
willing  to  pay  two  per- 


centage points  more  to  Wells  than  she 
was  paying  at  her  local  bank.  "It's  easy 
to  access  the  money,  and  I'm  at  liberty 
to  use  it  any  way  I  want,"  she  says. 

Wells  Fargo  is  leading  a  revolution  in 
the  way  loans  are  made  to  the  nation's 
smallest  businesses.  Business  lenders 
have  finally  learned  how  to  apply  the 
computerized,  statistics-based  methods 

Wells  Fargo's  Winning 
Small-Business  Loan  Strategy 

The  Bay  Area  bank's  pioneering  use  of  computerized,  statistical 
methods  for  making  small-business  loans  has  helped  propel  it 
into  the  top  ranks  of  U.S.  mom-and-pop  lenders 


THE  PLUSES 


•  Makes  small  loans  more 
widely  available 

•  Boosts  profitability  by  cutting 
costs  and  paperwork 

•  Offers  lower  rates  to  superior 
credit  risks 

•  Could  reduce  discrimination 


THE  MINUSES 


Is  untested  in  an  economic 
downturn 

Could  encourage  excessive 
small-business  borrowing 


Increases  vulnerab 
fraud 


Doesn't  work  well  with 


EXPRESS  LOANS:  Wells's  Dial  and 
Reid  cut  processing  time — and  cot 

long  used  in  the  credit-card  indu 
for  evaluating  individual  borrowers 
fact,  credit  scoring,  as  this  metho 
known,  is  the  cornerstone  of  a  sr 
business  lending  strategy  at  Wells  '. 
go  that  has  helped  propel  it  into 
top  ranks  of  U.S.  mom-and-pop  1< 
ing.  Last  year,  Wells  earned  $108  mi 
on  small-business  lending,  up  61%  i 
1994,  generating  a  stellar  32%  re' 
on  equity  on  this  portfolio. 

With  credit  scoring,  lenders  identi 
few  key  items,  such  as  the  owr 
record  in  paying  off  personal  debts, 
predict  the  likelihood  a  business  o\ 
will  repay.  Not  only  is  the  techn 
making  it  easier  for  small  businesse 
get  credit,  but,  experts  say,  it  also 
enable  big  banks  to  make  inroad 
community  bankers'  traditional  mai 
By  slashing  application  processing  i 
from  an  average  of  12  hours  to  15  i 
utes,  credit  scoring  and  computer 
cessing  have  made  it  profitable  for  1 
ers  such  as  Wells  Fargo  to  c 
business  credit  lines  in  amounts  as  s 
as  $5,000,  according  to  Fair,  Isaa 
Co.,  a  leading  developer  of  such 
terns,  based  in  San  Rafael,  Calif. 
concern  over  fraud.  Some  exp 
worry  how  these  business  loans 
perform  in  an  economic  slump,  w 
small-business  failures  rise  shai 
"That's  the  biggest  concern,"  conci 
Michael  K.  Noles,  who  heads  busi: 
credit  at  Advanta  Financial  Corj 
Salt  Lake  City  credit-card  comp 
Lucy  Reid,  chief  of  small-business 
rect  marketing  at  Wells  Fargo,  says 
isn't  worried  about  delinquencies, 
know  they're  coming,  but  the  pri 
covers  them,"  she  insi 

Fraud  is  another 
cern.  An  ex-Wells  Fj 
employee  familiar  with 
ly  versions  of  the  sys 
says  those  programs  ' 
difficulty  catching  fra 
The  controls  "didn't  v 
so  well."  Initially,  Reid 
mits,  "we  were  extrer 
worried.  We're  no  lor 
as  worried." 

Although  credit  sco 
is  more  than  tl 
decades  old,  Wells  Fi 
in  1993  became  the  : 
U.  S.  lender  to  apply  i 
a  large  scale  to  small-t 
ness  lending,  accordin 


ity  to 


Rawy  R.  Shediac,  se 

against  women  and  minorities      __  complex  credits   vice-president   of  F 

Isaac.  The  system 
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ched  in  California,  and  rolled  out 
Hially  in  early  1995.  Until  then,  the 
mon  view  was  that  small  businesses 
B  so  tough  to  analyze  that  local 
;ers  had  to  deal  with  borrowers  face 
ice  to  make  sound  loans. 
rells  Fargo  plunged  heavily  into 
[1-business  lending  by  designing  an 
pensive,  assembly-line  processing 
sm  that  minimized  human  interven- 

"We're  absolutely  religious  about 
3,"  says  Vice-Chairman  Terri  Dial, 
I  of  small-business  lending.  A  bank- 
ets involved  only  to  give  final  ap- 
al.  Adding  a  few  wrinkles  to  Fair, 
c's  basic  scoring  system,  the  bank 
iloped  software  that  assigned  an 
unt  and  interest  rate  to  a  prospec- 

borrower.  The  riskiest  applicants 
3ffered  the  smallest  credit  lines  and 
ged  the  highest  interest  rates, 
lthough  about  170  lenders,  includ- 
21  of  the  nation's  top  25  banks, 

use  Fair,  Isaac's  scoring  software 
rocess  small-business  loan  applica- 
I  only  a  handful,  such  as  Wells  and 
anta,  regularly  use  direct  mail  and 
marketing  to  reach  customers 
re  they  have  no  offices.  Until  its 
■completed  acquisition  of  California 
[  First  Interstate  Bancorp.,  Wells 
10  had  branches  only  in  California, 
it  lent  to  small  businesses  in  all  50 
es.  Last  year,  Reid  says,  Wells 
ed  out  five  million  offers  across  the 

>P  LENDER.  Thanks  to  national  mar- 
ng  and  the  First  Interstate  pur- 
ie,  Wells  is  likely  to  emerge  this 
•  as  banking's  top  mom-and-pop 
er.  Last  year,  its  share  of  small- 
ness  loans  held  by  California  banks 
ed  to  16%  from  1%  in  1989,  accord- 
to  the  Federal  Reserve.  Although 
Is  Fargo  ranked  17th  in  size  among 
i.  banks  last  year,  it  was  fifth  in 
ness  loans  under  $100,000,  with  $880 
:on  outstanding  at  the  end  of  June, 
irding  to  Sheshunoff  Information 
rices. 

fells's  initiative  may  be  bad  news 
iommunity  banks.  The  new  methods 
•vide  small  business  a  credit  option 
lout  being  vulnerable  to  the  idio- 
:rasies  of  the  local  bank,"  says  Vik- 
Capoor,  a  Washington-based  con- 
ant  with  the  Advisory  Board 
lpany.  But  William  M.  Reid,  presi- 
i  of  The  Mechanics  Bank  in  Rich- 
id,  Calif.,  isn't  worried.  "Our  cus- 
ers  have  access  to  me,"  he  says. 
Iventually,  if  delinquencies  rise  and 
petitors  catch  up,  Wells's  lofty  re- 
is  will  surely  dip.  But  whatever  hap- 
3  to  Wells's  profits,  fewer  small-busi- 
3  owners  will  have  make  that 
ided  trip,  hat  in  hand,  to  the  corner 
k. 

Sam  Zuckerman  in  San  Francisco 


Plant  Trees  for  America 


Trees  provide  food,  shelter,  and 
nesting  sites  for  songbirds. 
Trees  increase  property  values, 
and  make  our  homes  and  neighbor- 
hoods more  livable. 

Trees  help  conserve  energy.  They 
cool  our  homes  and  entire  cities  in 
the  summer,  and  slow  cold  winter 
winds.  Shade  trees  and  windbreaks 
can  cut  home  utility  bills  15-35%. 

Trees  clear  the  air  we  breathe. 
They  provide  life-giving  oxygen 
while  they  remove  particulates  from 
the  air  and  reduce  atmospheric  car- 
bon dioxide. 

America  needs  more  trees 

The  United  States  has  lost  a  third 
of  its  forest  cover  in  the  last  200 
years. 

Our  towns  should  have  twice  as 
many  street  trees  as  they  have  today. 

We  need  more  trees  around  our 
homes  and  throughout  our  commu- 
nities. We  need  more  trees  to  pro- 
tect our  farm  fields  and  our  rivers 
and  streams.  To  provide  wood  for 
our  homes  and  a  thousand  products 
we  use  every  day. 

10  Free  Trees 

The  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, is  sponsoring  its  Trees  for 


America  campaign  to  plant  millions 
of  trees. 

Here's  how  you  can  participate. 
When  you  join  the  Arbor  Day 
Foundation  you  will  receive  ten  free 
Colorado  blue  spruces,  or  other 
conifers  selected 
to  grow  in  your 
area. 

Your  trees  wil 
be  shipped 
postpaid  at  the  rij 
time  for  planting  in 
your  area,  February  through  May  in 
the  spring  or  October  through  mid 
December  in  the  fall.  The  six  to 
twelve  inch  trees  are  guaranteed  to 
grow,  or  they  will  be  replaced  free. 

You  will  also  receive  The  Tree 
Book  with  information  about  tree 
planting  and  care. 

To  become  a  member  of  the 
Foundation  and  receive  your 
free  trees,  send  a  $10  contribu- 
tion to  Ten  Blue  Spruces, 
National  Arbor  Day  Foundation, 
100  Arbor  Avenue,  Nebraska 
City,  NE  68410. 

Join  today,  and  plant  your 
Trees  for  America! 


The  National 
f  Arbor  Day  Foundation 


MARKETS 


THIS  BULL  HAS  ONE  EYE 
ON  THE  POLITICIANS 

If  Turkey's  government  stumbles,  so  will  its  bourse 

■%  elieved  that  five  months  of  political 
■K  instability  seemed  over,  buyers 
I  m  plunged  into  Turkey's  stock  mar- 
ket at  the  end  of  February.  Their  eu- 
phoria was  triggered  by  the  prospect 
that  two  center-right  parties  would 
form  the  next  government.  By  the  end 
of  March,  the  Istanbul  stock  exchange's 
composite  index  had  risen  a  stunning 
41%  in  dollar  terms  for  the  year,  the 
best  first-quarter  performance  of  any 
stock  market  in  the  world. 

Although  the  Turkish  market  is  no- 
toriously volatile,  it  has  been  in  the 
doldrums  since  1994,  when  a  devalua- 
tion of  the  lira  triggered  a  deep  reces- 
sion. So  the  latest  takeoff  got  the  at- 
tention of  emerging-markets  aficionados 
who  wondered  whether  Turkish  stocks 
were  going  to  repeat  their  1993  per- 
formance, when  they  led  world  bourses 
with  a  200%  advance.  Morgan  Stanley 
&  Co.  Managing  Director  Barton  M. 
Biggs  is  one  global  strategist  who  is 
advising  investors  to  overweight 
Turkey  in  their  portfolios. 
POWER  VACUUM.  Recently,  however,  the 
rally  has  slowed  as  doubts  cropped  up 
about  the  new  government's  effective- 
ness. Power  is  now  divided  between 
Prime  Minister  Mesut  Yilmaz'  Mother- 
land Party  and  that  of  his  predeces- 
sor, Tansu  Ciller's  True  Path  Party. 
The  two  leaders  have  never  been  on 
good  terms.  Their  main  shared  interest 
has  been  in  keeping  the  Refah  Party, 
which  took  the  largest  bloc  of  parlia- 
mentary seats  in  December's  general 
election,  out  of  power.  Investors  worry 
about  pro-Islamic  Refah's  protection- 
ist, anti-Western  policies. 

Soaring  interest  rates  have  also 
helped  cool  the  sizzling  market.  Annu- 
al rates  on  Treasury  bills  rose  from 
112%  to  150%  over  the  past  month  be- 
cause  of  renewed  political  doubts  and 
worries  about  the  huge  budget  deficit, 
rhe  government  must  refinance  $4.9 
n  in  domestic  debt  payments  due 
pril  alone.  Debt  service  costs, 
which  already  consume  one  quarter  of 


rising  STOCK:  Publisher  Hiirriyet 
has  boosted  circulation 

Turkey's  budget,  are  being  driven  up 
by  a  budget  deficit  that  rose  to  $14 
billion  in  1995  and  is  expected  to  go 
higher  in  1996.  Eli  Koen,  an  analyst  at 
Lehman  Brothers  in  London,  expects 
the  stock  market  to  level  off  or  even 
drop  in  April  as  the  refinancing  pushes 
up  interest  rates. 

The  outlook  mostly 
depends  on  the  politi- 
cians, analysts  say.  Quick 
action  on  appointing  new 
chiefs  for  the  central 
bank,  treasury,  and  pri- 
vatization administration 
is  needed  to  restore  flag- 
ging confidence  among 
investors.  Haggling  over 
the  posts  between  Yil- 
maz and  Cdler  has  kept 
these  jobs  open  for 
weeks.  "Until  these  ap- 
pointments are  made, 
there  will  be  a  power  vacuum  that  will 
allow  banks  to  keep  pressing  for  high- 
er interest  rates,"  says  Steve  Burn- 
ham,  an  analyst  at  Bender  Securities  in 
Istanbul.  Last  year,  the  economy  over- 
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KEEP  CHARGING? 
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heated,  with  a  7.8%  jump  in  the  c 
try's  gross  national  product  which 
fueled  by  massive  government  out 
This  year,  economists  expect 
growth  if  the  government  managi 
curb  spending. 

The  coalition  has  vowed  to  trir 
flation,  which  ran  at  an  85%  ar 
rate  in  the  first  quarter,  accele 
long-stalled  privatizations,  and  c 
haul  both  the  social  security  and 
systems.  But  such  moves  will  be  t 
because  the  coalition  is  short  of  a 
jority  in  the  Turkish  parliament 
depends  on  leftist  parties  to  pass 
islation.  But  most  observers  expec 
coalition  to  hold  together  at  least 
the  end  of  the  year.  "There  really 
any  alternative,"  says  liter  Tun 
political  scientist  at  Istanbul's  Koc 
versity.  "Early  elections  would  prol 
produce  similar  results  [to  the  De 
ber  poll],  and  once  again  Mothei 
and  True  Path  would  have  to  foi 
coalition." 

BARGAINS.  Meanwhile,  other  factor 
sides  politics  are  also  prope 
Turkey's  stock  market  higher.  Inve 
expect  that  inflation  will  slow  s< 
what,  to  75%  to  80%.  And  some 
Turkish  stocks  as  bargains.  The  L 
bul  stock  exchange's  price-earning 
tio  of  7.6 — after  inflation — compare 
vorably  with  the  price-earnings  r 
of  other  emerging  stock  markets 
as  Malaysia  (20.5)  and  Brazil  (1 
The  market  could  get  a  renewed  1 
from  first-quarter  corporate  earr 
that  are  expected  to  be  strong.  Ar 
the  stocks  that  have  performed 
so  far  are  the  shares  of  media  coi 
nies  such  as  newspaper  publisher 
riyet,  which  has  boc 
its  circulation  thr< 
aggressive  promot 
Its  stock  is  up  r 
than  100%  in  local 
rency  terms  so  far 
year.  Banks  such  as 
Kredi  Bank,  which 
profiting  from  higl 
terest  rates,  are  als 
tracting  investors. 

The  consensus  an 
analysts  is  that  th( 
tanbul  exchange  will 
another  15%  to  20' 
dollar  terms  this  j 
with  some  analysts  predicting  n 
higher  gains.  But  if  political  para 
sets  in,  the  winter  bull  inn  will  soo 
just  a  distant  memory. 

By  John  Doxey  in  Ista 
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ation  is  cooling,  price-earnings  ratios  are  low,  and 
first-quarter  earnings  should  be  strong 
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GENE  G.  MARCIAL 

&HRAINI  EYES  MAY 
E  ON  THIS  BAUBLE 

you've  ever  seen  a  snazzy  Neiman 
[arcus  Christmas  catalog,  you  know 
one-of-a-kind  gifts  this  upscale  de- 
'tment  store  is  famous  for.  Now, 
ne  pros  insist  that  the  stock  of 
iman-Marcus  Group  (nmg),  which 
ns  Neiman  Marcus  and  Bergdorf 
)dman,  will  be  the  kind  of  gift  Wall 
eet  hankers  after. 

Hiey  think  deep-pocketed  Investcorp 
ernational,  the  Bahrain  investment 
ik  that  owns  Saks  Fifth  Avenue,  is 

A  PRICIER  PURCHASE 


EARNINGS 
PER  SHARE* 

!    1997  Est. 

$1.45 

1996  Est 

$1.17 

!     1995  Est. 

$1.01 

1994 

960 

1993 

780 


NEIMAN-MARCUS 
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'FISCAL  YEAR 
ENDS  JULY  31 


OCT  30.  '95 
DOLLARS 

llA:  BLOOMBERG  FINANCIAL  MARKETS,  ZACKS  INVESTMENT  RESEARCH 

>ing  the  company.  Investcorp  also 
tied  Gucci  Group  before  it  sold  the 
lian  luxury-goods  retailer  in  a  public 
iring  last  October.  Investcorp  plans 
take  Saks  public  this  summer, 
[nvestcorp's  spectacular  gains  from 
cci  and  Saks  "appear  to  have  whet- 
.  its  appetite  for  fancy  stores  that 
er  to  the  affluent — exactly  what 
iman-Marcus  represents,"  says  an 
lerican  banker  who  used  to  be  at 
restcorp. 

Some  money  managers  reckon  that 
restcorp  may  have  already  ap- 
tached  book  publisher  Harcourt  Gen- 
1  (formerly  General  Cinema)  for  all  or 
1  of  its  65%  stake  in  Neiman.  But 
;y're  not  sure  Harcourt  Chairman 
:hard  Smith  is  in  any  mood  to  sell. 
'From  what  I  know  of  Smith's  style, 
d  prefer  to  see  Neiman  grow  on  its 
n — and  then  maybe  have  Harcourt 
juire  the  rest  of  the  shares,"  says 
ue  investor  Mark  Boyar,  who  owns 
s  than  5%  of  Neiman 's  shares.  With 
stock  now  trading  at  22  a  share, 
eiman  could  climb  to  30  in  no  time 
led  solely  on  its  earnings  potential," 
rs  Boyar. 


Mario  Gabelli,  whose  funds  own  a 
combined  14%  of  Neiman,  says  that 
the  company  is  one  of  the  "most  un- 
dervalued specialty  retailers  around." 
Furthermore,  "one  day  Harcourt  may 
just  decide  to  buy  all  of  Neiman,"  says 
Gabelli,  who  figures  the  stock  is  worth 
35  to  40. 

Investcorp  spokesman  Lawrence 
Kessler  says  the  group  has  bought  no 
Neiman  shares  and  that  he  isn't  aware 
of  plans  to  acquire  any.  A  Harcourt 
spokesman  says  Neiman  is  very  well 
positioned  to  grow  strongly  but  won't 
comment  on  whether  Harcourt  has 
been  approached  by  a  suitor  for 
Neiman. 

MALIGNANCY  IN 
THESE  ACCOUNTS? 

Shares  of  Physician  Reliance  Net- 
work (phyn),  which  went  public  at 
14  in  November,  1994,  were  hot, 
streaking  to  47  by  Feb.  2,  1996.  The 
company  is  the  largest  network  of  can- 
cer specialists — providing  management, 
facilities,  technical  support,  and  ancil- 
lary services  for  outpatient  care.  On 
Mar.  27,  the  company  filed  a  notice  to 
sell  2.6  million  shares,  and  the  stock 
slipped.  It  is  now  at  39.  One  pro  thinks 
it's  headed  even  lower. 

Corporate  sleuth  Howard  Schilit  of 
the  Center  for  Financial  Research  & 
Analysis  has  called  into  question  what 
he  calls  certain  "interlocking"  transac- 
tions between  the  company's  top  brass 
and  a  group  of  specialists  known  as 
Texas  Oncology  pa  (topa),  which  ini- 
tially owned  the  company  before  it 
went  public,  topa's  ownership  has  since 
dropped  to  36%. 

Schilit  finds  "especially  troubling"  the 
sale  of  pharmaceutical  and  medical  sup- 
plies to  topa  by  the  company,  for  which 
topa  makes  no  cash  payments  to  Physi- 
cian Reliance.  Schilit  says  in  effect  the 
company  reimburses  topa  for  the  pay- 
ments that  topa  hasn't  made. 

"The  net  result  of  the  convoluted 
set  of  transactions  is  to  provide  topa 
with  a  cash  advance,"  says  Schilit. 
"The  company  identifies  the  transaction 
as  a  sale,  but  we  believe  it  isn't,"  he 
says.  The  company  bills  the  topa  pa- 
tient for  the  medicine  or  supplies  and 
records  the  revenue  for  the  second 
time,  says  Schilit,  and  a  corresponding 
profit.  The  company,  he  says,  then 
eliminates  revenues  and  expenses  gen- 
erated by  the  earlier  topa  transaction, 
leaving  on  its  income  statement  only 


the  profits  from  the  sale  to  the  patient. 

Schilit  thinks  the  company's  way  of 
doing  business  with  the  doctors  won't 
pass  regulatory  scrutiny.  He  criticizes 
the  two-tier  shareholder  structure,  with 
the  topa  reaping  benefits  and  non-TOPA 
holder's  "bearing  undue  risks."  Dr.  Mer- 
rick Reese,  Physician  Reliance  CEO, 
brands  Schilit's  interpretation  as  "mis- 
leading, inflammatory,  and  not  based 
on  the  facts." 


WHY  METATEC 
IS  SAYING  WOW!' 

All  eyes  are  on  companies  linked  to 
the  Internet.  Many  such  stocks  have 
already  fizzled  or  burned  out.  David  Si- 
mons, managing  director  of  Digital 
Video  Investments,  thinks  he  has  dis- 
covered a  "down-to-earth  cyberspace 
play"  that's  practically  undiscovered: 
Metatec  (meta),  a  maker  of  cd-roms. 
Its  shares  have  stayed  between  8  and 
12  and  are  currently  at  10.  One  market 
chartist  describes  the  stock  as  "ready  to 
break  out  on  the  upside." 

Simons  agrees:  Based  on  Metatec's 
rapid  growth  plus  a  potentially  explo- 
sive product,  he's  convinced  the  stock 
will  double  in  a  year  or  two.  Here's 
why:  Metatec  is  producing  the  cd-roms 
used  to  distribute 


ONLINE  BOOSTS 
THE  BOTTOM  LINE 


wow!,  the  online 
service  of  Compu- 
Serve. This  could 
give  a  neat  boost 
to  earnings,  fig- 
ures Simons, 
wow!  should  add 
about  1(2  a  share 
(in  aftertax  earn- 
ings) for  every  1 
million  disks  that 
it  presses,  and 
CompuServe,  he 
calculates,  could 
well  distribute  10 
million  in  1996. 

So  Simons  esti- 
mates Metatec  will  make  65(2  a  share 
this  year  and  90(2  to  95(2  next,  up  from 
last  year's  43(2.  He  expects  Compu- 
Serve to  launch  a  massive  push  for 
wow!.  Since  1994,  CompuServe  has 
been  using  Metatec's  cd-roms  for  some 
of  the  millions  of  starter  kits  it  dis- 
tributes each  year.  Metatec's  founder 
and  chairman,  Jeff  Wilkins,  was  co- 
founder  of  CompuServe.  He  sold 
CompuServe  to  h&r  Block  Group  in 
1980.  Wilkins  says  the  Internet  will  be 
a  big  growth  area  for  Metatec. 
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SECOND  ACTS 


IS  THAT  ED  ARTZT 
PUSHING  PASTA? 

The  ex-P&G  chief  is  writing  a  new  recipe  for  Italy's  Barilla 


Before  Edwin 
Lewis  Artzt 
retired  as 
Procter  & 
Gamble  Co.'s  chief 
executive  officer  last 
July,  one  thing  he 
looked  forward  to 
was  dedicating  more 
time  to  his  vegetable 
garden  in  Cincinnati. 
"When  I  got  home 
after  being  on  the 
road  for  so  long,  I 
would  plant  a  little, 
make  a  little  pasta, 
and  a  little  pasta 
sauce  with  the  fresh 
vegetables  from  the 
garden,"  he  says.  "It 
was  kind  of  fun." 

What  he  didn't 
plan  on  was  dedicat- 
ing 125  days  a  year 
to  pasta  and  pasta 
sauce.  Surprising 
himself  as  well  as  his 
friends,  the  66-year- 
old  Artzt  last  Sep- 
tember became  exec- 
utive director  of 
Italy's  biggest  noodle  company,  G&R  Bar- 
illa &  Sons,  in  the  medieval  city  of  Par- 
ma. There,  he's  doing  what  he  enjoys 
even  more  than  gardening — marketing 
premium  brands  around  the  world.  "I 
loved  it,  I  was  good  at  it,  and  it's  what 
got  me  where  I  got,"  he  says,  relaxing 
with  a  glass  of  local  Lambruseo  wine 
at  his  sparsely  decorated  19th  centuiy 
apartment  overlooking  the  Parma  River. 
GLOSAL  VISION.  Artzt  is  finding  plenty 
to  lov<  at  Barilla,  whose  pricey  noodles 
and  bakery  goods  have  been  losing  out 
to  cheaper  brands  and  private  labels. 
Althougl  Barilla  is  Italy's  top  pasta 
maker,  wi  10%  of  the  market,  its  prof- 
its plunge.  More  than  50%  over  the 
last  three  y  irs  on  flat  revenues.  Last 
year,  it  earn  1  a  measly  $37.5  million  on 
sales  of  $2.i  6  billion.  With  an  unsea- 
soned genera  ;:>n  of  managers  at  the 


SUNNY  DAYS:  helm  of  the  family- 
Artzt's  job  in  owned  company. 
Par))) a  lets  him  Artzt  was  hired  to 
focus  on  the  spice  up  marketing 
work  he  loves  and  oversee  plans  to 
"  expand  globally. 
He  didn't  jump  at  the  job.  Since  the 
death  of  Pietro  Barilla  in  1993,  the  com- 
pany has  been  headed  by  his  three 
sons — Guido,  Luca,  and  Paolo  Barilla — all 
in  their  30s.  (The  family  sold  Barilla  to 
W.R.  Grace  &  Co.  in  1971,  then,  with 
Zurich-based  Burhle,  bought  it  back  in 
1979.)  When  the  brothers  approached 
Artzt,  "he  was  a  little  astonished,"  says 
Chairman  Guido  Barilla.  Artzt  first 
turned  them  down,  worried  he  wouldn't 
have  time  for  his  many  commitments: 
He  is  a  director  not  only  of  p&g  but  of 
Delta,  American  Express,  gte,  and  Tera- 
dvne,  as  well  as  four  business  schools. 


When  Artzt  offered  to  pitch  in 
some  consulting,  he  recalls:  "They 
to  me:  We  don't  need  a  consultant 
need  a  leader'  And  that  made  me 
good — it's  probably  what  convince* 
to  accept  their  offer  in  the  end." 
daily,  Artzt  works  12  days  a  m 
planning  long-term  strategy,  but  he 
resist  getting  involved  in  adverti 
hiring,  and  even  accounting,  says  ( 
Financial  Officer  Barry  Botello. 
though  he  still  spends  some  tin 
New  York  and  Cincinnati,  Artzt, 
ran  p&g's  European  operations  oi 
Brussels  from 
to  1980,  is  clc 
settling  back 
Europe.  Divo 
last  year,  he  is 

G&R  Barilla  &  ^ed  toJ  Gel 
0  woman.  Mane  1 

Sons_   Hessel. 

Barilla,  for 

1877,  by  Pietro  Part>    had  : 

Barilla  Sr.  choice  but  to  fi 

  new  recipe.  In  . 

Parma,  where  Barilla 

Italy  85%  of  its  sales 

pagt         J-'nree  y 

have  seen  an  e: 
Pasta,  pasta         sion  of  small 
sauces,  bakery      count  outlets.  1 
products  private-label  pa 

priced  about 
'S     below  pren 
$37.5  million,  brands, 
on  revenues  of      snatched  15%  o 
$2.06  billion        market,  and  t: 
tional  retailers 
5 1  %       been  pressing  n 
Barilla  family,       brand  produce] 
49%  Zurich-        drop  prices, 
based  Burhle        Artzt,  it's  a  fan 
"oataTbw""         scenario.  "I've 
it  happen  on 
pers,  detergents,  certain  health- 
products,"  he  says.  "Consumers  ar< 
coming  more  value-conscious  thro 
out  Europe  and  the  world." 

The  rescue  plan  he  cooked  up 
many  of  the  ingredients  he  empl 
to  pump  up  P&G's  premium  brand: 
February,  he  slashed  prices  an  ave 
of  12%  to  narrow  the  gap  with  che 
products  and  wiped  out  costly  pn 
tions  aimed  at  consumers.  He  h 
Wahib  Zaki,  the  retired  head  of  l 
European  Health  &  Beauty  unit,  to 
up  Barilla's  consumer  research. 

Artzt  is  also  drawing  on  his  41  y 
of  experience  at  p&g  to  redirect  : 
keting.  While  Barilla's  old  ads  foe 
softly  on  brand  image,  its  new  ads 
try  to  convince  people  that  its  proc 
are  better  than  rivals'.  It  won't  be  i 
"Once  consumers  tiy  discounters'  p 
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ONLINE.  NOW  BETTER 

THAN  EVER. 


Now  the  Business  Week  Online  you  know  and  count  on  is  even  better.  The  service  has  been 
redesigned  from  the  ground  up  to  make  it  simple  for  users  to  get  to  the  information  they  want  quickly. 
Business  Week  Online  is  easier  to  navigate,  more  interactive  and — most  important — it's  a  lot  more  fun. 
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You  have  to  accommodate  the  past. 
Prevail  in  the  present.  And  remain 
lexible  into  the  future.  Feel  any  pressure? 


^hat  computer  company  do  you  work  with? 


on   should   be   working   with   Hewlett-Packard,    a  company 
it  knows  how  to  make  client/server  solutions   work  in  the 
e  a  1    world.    Over   the   years,    HP   has    helped    thousands  of 
ipanies  successfully  transition  to  flexible  open  enterprise 
raputing.   And   we   can   do   the   same   for  you.    II"  the  business 
cisions  are  yours,   the  computer  system  should   be  ours 

Hewlett-Packard    Computer  Systems 


The  Workplace 


they  find  the  stuff  isn't  that  much  dif- 
ferent from  Barilla,"  notes  Luca  Solca,  a 
consultant  with  Booz,  Allen  &  Hamilton 
Inc.  in  London.  "Barilla  is  going  to  have 
to  come  up  with  a  new  way  of  distin- 
guishing its  products  to  regain  a  com- 
petitive edge."  To  improve  its  product 
range  and  quality,  the  company  is  now 
building  a  $40  million,  high-tech  egg- 
pasta  plant. 

Artzt's  biggest  challenge,  however,  is 
to  turn  Barilla  into  a  global  contender. 
With  Italians  shoveling  in  an  average  of 
62  pounds  of  pasta  a  year,  the  home 
market  has  reached  saturation.  So  Artzt, 
who  masterminded  P&G's  successful  in- 
ternational expansion,  plans  to  increase 
exports  of  Barilla  brand  pasta  and 
sauces — counting  baked  goods,  the  com- 
pany has  six  brands — from  15%  of  sales 
to  50%  over  five  years.  In  the  U.  S., 
the  company  is  better  known  for  its 
sauces,  which  are  produced  and  distrib- 
uted by  Campbell  Soup  Co.  Taking  a 
bigger  bite  of  the  U.  S.  market,  where 
Barilla's  pasta  sales  are  a  mere  $10  mil- 
lion, is  key,  Artzt  says. 
RADIO  CAMPAIGN.  To  get  Americans  to 
buy  "what  seems  to  be  just  another  Ital- 
ian-sounding pasta  brand,"  New  York- 
based  Grey  Advertising  Inc.  is  staging  a 
nationwide  radio  campaign  in  which 
celebrity  broadcasters  hawk  the  brand.  A 
TV  campaign  will  follow,  Artzt  says. 

For  an  outsider  working  for  a  family- 
owned  company,  Artzt  enjoys  surprising 
freedom.  "We  are  not  going  to  get  in  his 
way,"  says  Chairman  Guido  Barilla,  who 
has  been  conducting  meetings  in  English 
since  Artzt's  arrival.  And  Artzt  has  been 
spared  the  dirty  work  of  restructuring 
that  earned  him  a  reputation  as  a  brutal 
cost-cutter  and  head-chopper  at  P&G. 
Barilla  announced  the  closing  of  three 
plants  and  cut  prices  by  10%  in  1994, 
and  it  laid  off  1,000  workers  from  1993 
to  1995,  before  Artzt  arrived. 

Artzt's  new  mission  has  stunned  his 
friends.  "Nobody  with  a  blank  sheet  of 
paper  and  three  guesses  would  ever 
have  come  up  with  that,"  says  O.  Milton 
( lossett,  chairman  emeritus  of  Saatchi  & 
Saatchi  Advertising  Worldwide.  It  even 
surprised  Artzt,  who  says  he  never 
made  definite  plans  for  retirement — "no 
super  vacations,  or  time  off,  or  any- 
thing." But  he  knew  he  didn't  want  an- 
other major  ceo  position,  partly  because 
lie  found  many  of  the  attendant  duties, 
such  as  handling  government  and  legal 
issues,  tiresome. 

\"W  Artzt  says  he's  starting  a  second 
Hie  i>i  Parma — and  a  second  garden  on 
his  terrace.  It  will  take  an  expert  hand 
and  some  fine  weather,  though,  before 
lilt-  seeds  lie  sows  in  Italy  produce  the 
results  he  wants  to  see. 

By  Silvia  Sansoni  in  Parma,  Italy, 
it  itli  Zacliart/  Schiller  in  Cleveland 


UNIONS 


WHAT  LABOR 
PROBLEM? 

GM  and  the  UAW  are  closer  than  you  may  think 


On  the  surface,  General  Motors 
Corp.'s  labor  relations  are  look- 
ing pretty  bleak.  The  17-day 
strike  at  the  company's  auto-parts 
plant  in  Dayton,  Ohio,  turned  into  a 
nasty  showdown  that  shut  26  GM  as- 
sembly plants.  For  GM,  the  battle  in- 
volved the  company's  right  to  buy  com- 
ponents from  subcontractors,  which  is 
key  to  its  aggressive  cost-cutting  ef- 
forts. United  Auto  Workers  President 
Stephen  P.  Yokich  seems  equally  deter- 
mined to  curb  outsourcing  when  the 
current  labor  pact  expires  in  September. 

Indeed,  1996  might  seem  to  be  shap- 
ing up  as  a  rerun  of  the  contentious 
contract  talks  of  1993.  Then,  the  com- 
pany's core  North  American  operations 
were  awash  in  red  ink,  and  its  labor 
cost  per  vehicle,  at  $2,300,  was  a  stun- 
ning $800  more  than  rival  Ford  Motor 
Co.'s.  And  as  the  most  vertically  inte- 
grated of  the  Big 
Three,  GM  was  saddled 
with  parts  plants 
whose  workers  cost  up 
to  twice  as  much  as 
those  of  some  outside 
suppliers. 

Look  behind  the 
superheated  rhetoric 
about  Dayton,  though, 
and  <:m's  labor  situation 
doesn't  seem  nearly  so 
dire.  In  fact,  the  No.  1 
auto  maker  has  made 
tremendous  strides  in 
its  U.S.  productivity, 
which  has  soared  by 
359!  since  1992.  The 
company  also  has  held 
its  hourly  labor  cost  in- 
creases to  half  the  pace 
expected  three  years 
ago  (charts).  This  has 
slashed  gm's  labor  cost 
pei'  car  by  13%.  Of 
course,  other  carmak- 


ers haven't  sat  still  either,  so  GM 
spends  the  most  on  labor.  But  the  I 
gap  now  is  below  $400  and  falling, 
lysts  say.  And  while  Delphi  Automc 
System,  gm's  parts  unit,  still  pays  r 
for  labor  than  some  rivals,  it  now  m 
money  and  even  has  boosted  sale 
non-GM  customers  to  nearly  a  quart( 
its  $28  billion  annual  revenues.  "G 
much  leaner  than  people  realize," 
Sean  McAlinden,  a  University  of  M 
gan  economist. 

SCAPEGOAT.  In  this  light,  the  Da; 
brouhaha  looks  more  like  a  strike 
got  out  of  hand  than  a  foretaste 
long,  hot  summer  of  bargaining.  E 
tight  uaw  restrictions  on  outsour 
would  leave  the  company  other  opt 
for  boosting  efficiency,  albeit  at  a  s 
er  pace.  Then  there's  the  uaw's  his 
of  backing  off  from  demands  for  bla: 
job  guarantees  and  accepting  wage 


NEW  RULES:  Workers 
in  Anderson,  1ml., 
O.K.  \l  an  accord 
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GM  could  lose  flexibility  from 
labor  if  it  goes  to  the  mat  over  outsourcing 


ans  for  current  members  instead, 
ill,  the  two  sides  may  be  able  to  ac- 
nodate  each  other  after  all — and 
1  a  disastrous  strike.  "The  parts 
ations  have  become  a  convenient 
;goat  at  GM,"  says  Susan  Helper, 
:onomics  professor  at  Case  Western 
rve  University. 

irtainly,  GM  is  in  far  better  shape 

when  it  last  penned  a  pact  with 
inion.  In  the  1993  deal,  the  compa- 
total  hourly  labor  costs  were  ex- 
3d  to  jump  by  16%  over  three 
?.  But  that  didn't  happen,  in  part 
use  the  booming  stock  market 
ed  pension  coffers  and  lowered  the 
int  GM  is  required  to  kick  in  each 

And  the  company  kept  down 
,h-care  costs,  which  have  barely 

since  1993.  So  Gm's  hourly  wage 
benefit  costs  have  grown  by  only 
x>  $45,  about  in  line  with  inflation, 

1993. 

[  has  improved  productivity,  too. 
company's  U.  S.  blue-collar  employ- 
i  has  dropped  from  256,000  in  1992 
0,000,  in  part  because  of  plant  clos- 
and  an  early-retirement  package 
cut  16,000  union  workers  from  the 
jll.  The  company  also  reengineered 
'  plants  and  new  cars  to  make  them 
r  to  build.  This  jacked  up  produc- 
r  from  14  vehicles  per  worker  in 


MM  : 


GM  STRttCE 


1992  to  19  today,  compared  to  33  at 
Ford  and  25  at  Chrysler.  That  doesn't 
sound  like  much  of  an  improvement.  But 
because  Ford  and  Chrysler  buy  so  many 
more  parts  from  suppliers,  their  workers 
assemble  much  less  of  each  vehicle. 

Delphi  has  made  giant  strides  along 
with  the  rest  of  the  company.  Although 
GM  doesn't  break  out  cost  figures  for 
Delphi,  President  J.  T.  Battenberg  III 
has  said  that  the  194-plant  division  has 
whittled  its  unprofitable 
U.  S.  facilities  from  50 
to  14  since  1993.  It  has 
sold  or  closed  7  plants 
and  dropped  or  sold  43 
product  lines,  including 
axles,  electric  motors, 
and  vacuum  pumps. 
The  result:  Delphi  has 
been  profitable  for  the 
past  three  years. 

In  fact,  Delphi  now  is 
in  such  good  shape  that 
it  is  expanding  its  non- 
GM  market  share.  Bat- 
tenberg has  launched  an 
ambitious  overseas  ex- 
pansion that  generated 
21  joint  ventures  and 
acquisitions  in  1995 
alone,  including  moves 
into  China  and  India. 
Last  year-,  Delphi's  sales 
shot  up  by  27%  in  Asia, 
25%  in  Europe,  and  37%  in  South  Amer- 
ica. Delphi  also  has  won  new  business  in 
the  U.  S.  Overall,  25%  of  the  unit's  sales 
now  go  to  non-GM  customers.  "We've 
shaken  our  dinosaur  image,"  says  Bat- 
tenberg. 

NO  SALE.  If  Delphi  has  turned  around, 
why  did  GM  lock  horns  with  the  uaw  in 
Dayton?  For  one  thing,  Delphi  still  has 
not  met  GM  Chairman  John  F.  Smith 
Jr.'s  5%  profit-margin  goal,  Battenberg 
has  said.  Also,  outsourcing  often  is  a 
cheaper  way  to  get  parts  than  pouring 
money  into  an  existing  plant.  In  Dayton, 
the  uaw  wanted  management  to  invest 
in  new  technology  rather  than  buy  anti- 
lock  brakes  from  German  maker  Robert 
Bosch.  While  gm  ended  up  giving  the 
brake  work  to  Bosch,  it  also  agreed  to 
upgrade  Dayton's  technology. 

But  gm  says  it  can't  afford  to  pump 
capital  into  every  plant,  especially  if 
other  companies  already  make  the  part. 
"You  only  have  so  much  capital,  and 
you  want  the  highest  rate  of  return," 
says  McAlinden.  He  estimates  that  gm's 
productivity  in  parts  grows  less  than  a 
1%  a  year;  most  of  its  investment  is 
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targeted  for  product  design,  engineering, 
and  core  manufacturing  operations. 

Still,  going  to  the  mat  over  outsourc- 
ing could  prove  to  be  counterproduc- 
tive if  gm  winds  up  battling  with  union 
locals  on  efficiency  gains.  Even  as  the 
Dayton  strike  flared,  union  leaders  at 
other  troubled  plants  continued  regular 
meetings  with  management  on  work 
rules  and  other  changes  to  improve  pro- 
ductivity. On  Mar.  29,  uaw  members  at 
Local  663  in  Anderson, 
Ind.,  approved  a  new 
local  agreement  that  al- 
lows managers  more 
flexibility  to  shift  work- 
ers between  jobs  in  ex- 
change for  a  gm  pledge 
not  to  sell  the  factory 
for  three  years.  "We 
hope  it  will  make  us 
more  competitive,"  says 
Dave  Petry,  a  union  of- 
ficial at  the  Anderson 
plant,  which  supplies 
simie  '.)()',  of  mi's  inte- 
rior lighting. 

While  the  outsourc- 
ing issue  likely  will 
flare  up  again,  there's 
precedent  for  a  peaceful 
autumn.  Look  at  1987, 
when  cash-rich  Ford 
guaranteed  all  jobs 
then  held  by  uaw  mem- 
bers for  three  years.  This  caused  near- 
panic  at  gm,  whose  bloated  costs  and 
unappealing  product  lines  had  allowed 
rivals  to  devour  its  market  share.  The 
union  averted  a  strike  at  gm  by  leaving 
plenty  of  escape  clauses  in  the  Ford 
deal,  including  the  right  to  buy  out 
workers  near  retirement  and  to  cut  po- 
sitions left  open  by  attrition.  The  man 
who  cut  the  deal:  uaw  President  Yo- 
kich,  who  then  headed  the  union's  Ford 
unit. 

This  time  around,  Chrysler  execu- 
tives already  have  said  they  might 
agree  to  outsourcing  restrictions.  That 
would  trigger  another  panic  at  gm,  since 
the  union  would  insist  that  rivals  fol- 
low the  pattern  set  at  Chrysler.  But 
again,  there  are  possible  loopholes,  such 
as  excluding  the  closures  or  sale  of  en- 
tire product  lines  or  plants.  GM  will  do 
what  it  can  to  prevent  limits  on  out- 
sourcing. Given  the  progress  the  com- 
pany has  made  on  labor  costs  so  far, 
though,  a  confrontation  may  not  serve 
its  interests  as  much  as  the  recent  Day- 
ton conflict  might  suggest. 

By  Bill  Vlasic  in  Detroit 


1995 
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Social  Issues 


THE  INTERNET 


A  SAFETY  NET 
FOR  NET  SURFERS 

Nonprofits  are  offering  low-cost  access  and  information 

■phe  Internet  is  hum- 

I  ming  nicely  this  after- 
I  noon  on  East  Harlem's 
112th  Street.  Saul  Bonilla's 
triplet  sons  are  here,  surf- 
ing again,  their  third  visit 
in  a  week.  Their  school  has 
no  personal  computers,  and 
the  machine  at  home  is 
broken.  So  this  little  store- 
front, run  by  a  nonprofit 
community  group  called 
Playing  to  Win,  is  where 
the  Bonilla  kids  go  online: 
Today,  Anthony  experi- 
ments with  "Goosebumps," 
an  edutainment  site,  while 
Ariel  and  Saul  Jr.  play 
games. 

Playing  to  Win  serves 
308  mostly  low-income  " 
families,  each  of  which  pays  $35  for  six 
months  of  computer  access.  It  is  one  of 
perhaps  1,000  rapidly  growing  commu- 
nity-based organizations  that  provide 
entry  to  the  Information  Superhigh- 
way at  little  or  no  cost.  "We're  an  eco- 
nomic safety  net  for  those  who  can't  af- 
ford more,"  says  Steve  Snow,  project 
director  of  Charlotte's  Web,  a  group  in 
Charlotte,  N.C. 

The  Internet  is  a  remarkably  demo- 
cratic bit  of  technology,  allowing  rela- 
tively low-cost  passage  to  a  global  ar- 
ray of  information  and  services.  But 
you  have  to  have  a  computer,  a  mo- 
dem, and  some  command  of  the 
technology  to  play.  Nonprofit  Inter- 
net service  providers  (isps),  oper- 
ating with  a  hodgepodge  of  public 
and  private  funds,  give  people  ac- 
cess  to  computer  hardware  and 


HARLEM 


Playing  to  Win's  storefront  site  in  Ne 


fully  participate  in  society.  That's  why 
the  Clinton  Administration  has  sunk  $60 
million  into  community  initiatives  over 
two  years  through  the  Commerce 
Dept.'s  National  Telecommunications  & 
Information  Administration  (ntia). 

The  funding  allows  Doreatha  Daniels, 
a  22-year-old  secretary,  to  alert  neigh- 
bors of  nearby  crimes  in  progress  via  a 
computer  in  her  Newark  (N.J.)  housing 
project.  Making  Healthy  Music,  a  local 
nonprofit,  has  given  20  PCs  to  Newark 
residents  who  agree  to  share  the  ma- 
chines with  neighbors.  Charlotte's  Web 


THE  NET'S  COMMUNITY  CORNERS 


Services  offered  to  subscribers  of  local 
Free-Net  projects: 

LEAP  (New  Haven)  List  of  drop-off  points  for 


has  its  own  World  Wide  Web  inde: 
well  as  local  job  listings  that  he 
Mark  Richardson,  27  and  unemplc 
apply  for  work  as  a  cook  from  his  Y 
at  Charlotte's  Uptown  Sheiter-Ge 
Shinn  Center. 

Indeed,  community-based  isps  d 
er  a  broad  range  of  local  content 
competing  commercial  providers  ] 
avoided  as  too  costly  (table).  The  c 
tion:  Is  this  something  the  governi 
should  be  paying  for?  Robert  Sr 
vice-president  of  Ami 
Online  Inc.'s  Digital  < 
|  thinks  "anything  that 
I  cates  the  user  base  i 
j>  advantage,"  and  certa 
computer-literate  pe 
are  more  likely  to  paj 
commercial  services  s< 
day.  But  some  critic 
"corporate  welfare"  t 
companies  such  as 
should  help  pay 
freight — one  reason 
Administration's  $100 
lion  funding  proposal 
ntia  in  1996  got  sla: 
to  $21  million. 
FREE  RIDE?  Comme: 
isps,  meanwhile,  ai 
that  they  are  being  ur 
~  ly  undercut  by  gov 
ment-subsidized  community  netwc 
During  a  recent  flood  in  Salem,  ( 
pharmacist  Stephen  Quisenberry 
information  on  street  closings  and 
water  via  a  Web  site  constructec 
the  Salem  Public  Library  Inte 
Project,  which  recently  won  $284 
in  federal  grants.  Quisenberry,  wl 
not  poor,  pays  $5  for  30  hours  of 
access  a  month — well  below  the 
charged  by  CyberHighways  of  Sale 
local  commercial  rival.  The  librf 
service  has  1,000  subscribers,  do 
that  of  CyberHighways.  Says  Anc 
Fields,  CyberHighways'  presic 
"Salem  Library  is  using  gov 
ment  money  to  infect  and  im 
the  private  sector." 

Counters  George  Happ,  dire 
of  the  Salem  Public  Library:  "I 
nesspeople  here  pay  property  t£ 


phone  lines,  some  training,  and  typ-     local  children's  charity  drive  Why  shouldn't  they  benefit  f 


ically,  a  range  of  online  community- 
oriented  programs. 
essential  SKILLS.  Such  groups  now 
sei  perhaps  600,000  Americans, 
estimai  s  Douglas  Schuler,  author 
of  the  book  New  Com  munity  Net- 
works: \\  ■  d  for  Change.  The  idea 
is  that  l:;,  •omoting  electronic  lit- 
eracy, they  . ;  in  help  everyone — but 
especially  the  poor — get  the  skills 
they  need  to  compete  for  jobs  and 


LOS  ANGELES  FREE-NET  Answers  and 
referrals  from  local  medical  professionals  to 
patients'  queries 

MAKING  HEALTHY  MUSIC  (Newark,  N.J.) 
Neighborhood  crime-watch  information 

SALEM  PUBLIC  LIBRARY  INTERNET 
PROJECT  (Salem,  Ore.)  Emergency  flood 
information,  including  local  street  closures 


low-cost  Internet  access?"  If  fe 
al  funding  withers,  though,  pro 
ty  taxes  alone  aren't  likelj 
support  an  Internet  access 
gram — and  the  community-b; 
groups  may  have  to  rely  on  < 
mercial  funding.  That  could  thr 
en  the  twin  goals  of  the  nonpn 
keeping  content  truly  local 
keeping  everyone  plugged  in. 
By  Louise  Nameth  in  New  '. 
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Whatever  it  takes,  wherever  it  takes  us  —  drilling  on  land,  off-shore,  vertically,  horizontally  — 
we  add  value  to  our  customers'  gas  and  oil  business,"  says  Gene  Isenberg,  CEO  of  Nabors 
Industries,  listed  on  the  Amex  since  1951.  "And  we  get  value  from  being  on  the  Amex.  We're  visible 
as  a  $1  billion  company,  and  Amex  industry  conferences  and  programs  keep  our  131  institutional 

holders  informed  about  our  growth  and  our  prospects."  Gene  Isenberg  is  big  on  the  Amex. 


AMERICAN  STOCK  EXCHANGE.  To  learn  about  the  advantages  the  Amex  can  bring  to  your  company, 
contact  Chairman  Dick  Syron.  Phone  212-306-5353.  E-mail  rsyron@amex.com.  Web  site  http://www.amex.com. 


NOW  YOU  CAN  ACCESS  THIS  BEACH  VIA  INTERNET. 


www.  em  brat u  r.  gov.  br 

This  address  is  going  to  take  you  to  Brazil. 

p  Embratur  has  good  news  for  those  who  want  to  know  Brazil.  Now  the  company  is 
nected  to  Internet  through  the  address  www.embratur.gov.br  -  this  means  tha 
)proximately  40  million  Internet  users  all  over  the  world  will  be  able  to  a< 


atur  in  order  to  obtain  information  about  tourism  in  Brazil.  From 
now  on,  ^.  nment  agencies,  airlines,  hotels  and  tourism  offices  from  all 
countries  and  other  service  bureaus  can  communicate  with  Embratur  in  a 
fast  and  effective  way.  A  new  age  begins  for  tourism  in  Brazil.  Enjoy  it. 
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business  district 

io  Paulo  alongside 
jnforgettable  vista  of 
fogo  Bay,  Rio. 


The  1996  Business  Week  Forum 

Brazil  Today 

Booming  Industry  In  A  Free-Market  Economy 


**What  has  been  Called  'the  country  of  the  future''  is,  in  fact,  starting  to  live  up 
to  its  'future' — today.  During  the  1980s  Brazil  was  perceived  as  an  unreliable  and  unpre- 
dictable country,  with  an  unstable  economy,  numerous  economic  plans,  and  short-lived 
policies.  The  recent  changes  that  have  taken  place  in  Brazil  have  put  my  country  firmly 
on  a  road  from  which  there  is  no  looking  back." 

With  that  salute  to  liis  can-do  country,  Joao  Sa,  Chairman  of  the  Brazil  Section  of  the 
Brazil-US.  Business  Council,  opened  The  1996  Business  Week  Forum,  BRAZIL  TODAY. 


faul  Burn  ham 
ney 


Mixing  realism  with  optimism,  speakers  told 
the  comeback  stoiy  of  Latin  America's  largest 
nation  as  it  cleans  up  its  debts,  privatizes  state-run 
enterprises,  builds  much-needed  infrastructure, 
and  sets  a  new  course  of  economic  growth. 

Roger  Dorf,  Chairman  of  the  U.S.  Section  of 
the  Brazil-U.S.  Business  Council,  called  it  simply 
"the  winds  of  change." 

More  than  anything,  the  new  Brazil  now  oper- 
ates a  free-market  economy  that  is  opening  its  bor- 
ders to  global  competition.  Today  products  made 
elsewhere — in  the  U.S.,  Europe,  and  Asia — are  vying 
with  the  homegrown  variety  in  supermarkets  and 
stores  in  cities  such  as  Sao  Paulo,  Rio,  Porto  Alegre, 
and  Brasilia.  '"Import  substitution,"  the  vaunted 
policy  of  keeping  foreign  goods  out,  is  now  in 
Brazil's  scrap  heap. 

Taking  advantage  of  a  new  era  of  openess 
where  the  best-quality  products  and  fairest  prices 
win,  are  the  auto,  electronic,  and  other  consumer- 
goods  industries  that  have  been  fueled  by  a  flood 
of  foreign  investment.  Sao  Paulo,  Latin  America's 
biggest  city  and  Brazil's  business  hub,  has  never 


seen  such  a  massive  commitment  of  U.S.  and  other 
foreign  hinds  to  construct  new  plants  and  stream- 
line or  expand  old  oik  s. 

No  wonder  that  Adyr  da  Silva,  President 
of  Infraero,  which  manages  Brazil's  extensive  net- 
work of  more  than  60  airports,  could  tell  the 
Forum's  rapt  audience.  "We  have  jaguars  in  Latin 
America  just  as  clever  as  those  Asian  tigers."  ( )ne 
of  them  is  the  l()th  largest  industrial  economy  in 
the  world — Brazil,  now  on  a  roll. 

But  are  Americans,  Europeans,  Asians,  and 
others  aware  of  Brazil's  new  place  in  the  industri- 
al sun:'  Sounding  a  cautionary  note,  Luiz  F. 
Forbes,  President  of  the  Brazilian-American 
Chamber  of  Commerce,  bluntly  stated.  "We  need 
better  marketing." 
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Dorothea  Werneck 

Minister  of  Industry, 
Trade,  and  Tourism, 
Brazil 


Pushing  The  Innovation  Button 

"To  develop  new  industrial  capacity,  the  big  prior- 
it)  is  new  investment!'  said  Dorothea  Werneck, 
Minister  ofliidustry.  Trade,  and  Tourism  for 
Brazil.  "The  second  is  innovation.  After  the  initial 
rise  in  productivity  caused  by  the  opening  of  the 
economy,  there's  inevitably  a  slowdown" 

So.  what  follows?  "A  Brazilian  design  pro- 
gram." she  said.  "We  need  to  add  value  to  our 
exports.  In  so  many  cases,  our  products  have 
the  same  quality,  the  same  price  as  competing 
goods — but  they're  valued  less  because  we  don't 
have  Brazilian  designs  and  trademarks.  Market 
chocolate  instead  of  cocoa  beans  and  furniture 
instead  of  wood." 

But  to  Ms.  Werneck.  innovation  means  even 
more:  "Today,  we  expect  a  growing  number  of 
Brazilian  enterprises  to  participate  in  the  global- 
ized economy.  And  through  the  Brazilian 
Program  of  Quality  and  Productivity  (PBQP). 
we  have  pushed  enterprises  toward  higher  stan- 
dards of  competitiveness. 

"Last  July  a  survey  of  the  100  largest  foreign 
companies  in  Brazil  revealed  that  79  of  them  are 
investing  a  total  of  $28  billion  in  the  1995-99 
period." 


The  Numbers  Look  "Real"  Good 


Eliana  Cardoso 

Secretary  for 
International  Affairs. 
Brazil 


With  admirable  precision  and  clarity,  Eliana 
Cardoso,  Secretary  for  International  Affairs  at 
Brazil's  Ministry  of  Finance,  shared  the  statistics 
that  help  give  Brazil  a  new  look  in  the  eyes  of 
the  international  business  community. 

Inflation:  Triple-digit  inflation  was  racking 
the  economy  with  a  "deleterious  effect 
on  income  distribution  and  the  poor."  Now 
the  rate  is  a  tolerable  15%. 

Tariffs:  Levies  on  imports  have  declined  from 
an  average  of  30%  in  1990  to  about  11%. 

Investments:  Last  year  portfolio  investments 
amounted  to  $2.5  billion — a  tribute  to 
Brazil's  "managerial  expertise"  and  "better 
than  hot  money." 

"We're  not  on  automatic  pilot,"  she  conceded. 
"The  growth  rate  is  4%,  unemployment  5%. 
And  import  substitution  is  history.  But,"  she 
added,  referring  to  the  niggling  problems  in 
implementing  new  policies,"!  can't  believe 
there's  a  love  affair  without  fights." 


Selling 
Brazil's  Sight; 

"In  the  past 
tourism  never 
had  top  priorit 
Now  Brazil  is 
tackling  this 
problem  with  a  positive  marketing 
strategy  and  good  results.  In  1995 
the  occupancy  rate  in  five-star 
hotels  was  97%  in  Rio  and  80%  in 
Sao  Paulo.  We  must  expand  eco- 
tourism  in  places  like  the  great 
forests  of  the  Amazon.  Right  now  I 
tourism  projects  are  on  the  books 
from  hotels  and  resorts  to  theme 
parks.  And  we're  attracting  capita 
from  abroad." 

Caio  Carvalho 

President.  Office  of  Tourism,  Brazil 


The  Pizzazz  In  Privatization 

Privatization.  It's  the  mantra  of  many  govenm 
around  the  world  as  thev  turn  clumsy  bureaucn 
into  paying  propositions.  .And  now  Brazil,  too 
steadily  dismantling  many  state-controlled  coi 
nies  and  organizations,  both  large  and  small. 

Established  in  1990.  Brazil's  Programa 
Nacional  de  Desestatizacao  (PND)  is  malum 
progress — fast.  Already,  the  steel,  fertilizer,  ai 
petrochemical  industries  have  thrown  offth< 
government  shackles.  PND  Director  Elena 
l  andau  told  the  Forum,  with  33  companies 
vatized  between  1.990  and  1994.  Even  the 
sacred  oil-and-gas  industry  is  moving  towan 
private  distribution  of  its 
products. 

The  total  proceeds 
from  privatizations  to 
date  amounts  to  $13.5 
billion.  What's  speeding 
the  auction  process  is 
the  recent  creation  of  a 
National  Privatization 
Board  (CND).  Its  current 
targets:  power  utilities, 
financial  institutions, 
mining  companies, 


Elena  Landau 

PND  Director,  Brazil 
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oads.  and  airports — some  owned  by  the 
;s  rather  than  the  national  government  in 
iilia. 

*Iot  lost  in  all  this  is  the  vital  telecommunica- 
I  industry,  now  spending  $30  billion  in  a 

to  streamline  and  expand  existing  infra- 
cture — 50%  of  which  is  from  the  private  sec- 
Said  Landau,  "It's  no  more  an  ideological 
ite.  We  need  privatization  to  make  compa- 

more  competitive,  reduce  the  public  debt, 
allocate  capital  more  democratically." 


e  Siippery  Slope  Of  Tax  Reform 

ling  with  Brazil's  tax  system — a  maze  of  fed- 
.  state,  and  city  levies — is  not  for  the  timid. 


From  reporting  forms  to  required  legal  docu- 
ments, it  has  challenged  the  best  and  brightest 
coiporate  minds. 

So  it  is  good  news  that  while  excise  taxes 
remain  high —  stratospheric  for  some  products 
(90%  for  beverages,  330%  for  tobacco)— import 
duties  have  come  down  to  a  maximum  rate  of 
70%,  as  Celso  C.  Giacometti,  the  Sao  Paulo- 
based  president  of  Arthur  Andersen,  told 
Business  Week  listeners,  "There  are  now  no 
restrictions  on  the  importation  of  manufactured 
goods."  And  new  ventures  continue  to  get  sub- 
stantial tax  exemptions,  as  well  as  companies 
that  locate  in  the  less-developed  Northeast. 

But  the  top  story  of  1996  is  constitutional  tax 
reform,  along  with  restructuring  of  Brazil's 


Jig-Time  Brazil 


A  Nutshell 

spite  its  economic  difficulties  in  the  last  decade,  Brazil  has  one  of  the  highest  economic  growth 
es  in  the  world  and — over  the  past  century — the  highest  growth  rate  in  South  America. 

werhouse:  Its  gross  domestic  product  (GDP)  stands  at  $530  billion. The  service  sector  domi- 
:es — with  52%  of  GDP.  Industry  constitutes  35%  of  the  economy  while  agriculture,  with  coffee  far 
in  the  lead,  amounts  to  13%.  Brazil's  population  of  around  155  million, 
many  of  whom  lived  outside  the  market  economy  for  decades,  now 
adds  up  to  a  consumer  powerhouse.  It's  not  hard  to  see  how  four 
years  from  now,  in  2000,  the  GDP  should  hit  the  $700-billion  mark. 

Diversification:  So  diversified  is  the  economy  of  Brazil — a  country 
about  the  same  size  as  the  United  States — that  there  is  no  over  reliance 
on  any  specific  crops  or  products. The  economy's  stability  no  longer  hinges 
on  the  fortunes  of  coffee.  And  the  product  mix  even  includes  sophisticat- 
ed aircraft  and  military  equipment.  Not  the  least  of  the  nation's  attractions 

are  natural  resources,  which  run  the  gamut  from  oil  and  iron  to  gems, 
garloaf  Mountain  °  ° 

obal  Trader:  Brazil's  total  external  trade,  including  goods  and  services,  will  exceed  $120  billion  this 
ir.  As  a  global  trader  the  country  deals  with  a  wide  range  of  products  and  partners.  While  the 
ropean  Community,  NAFTA,  and  Mercosul  each  account  for  about  a  fourth  of  total  trade,  Asian 
untries  are  beginning  to  loom  large  in  the  trade  picture. 

abilization:  But  Brazil's  policy  planners  don't  hide  the  sharp  discrepancy  in  living  standards  between 
»ions  and  even  between  districts  within  major  cities.  Therefore,  a  major  goal  of  the  government's 
al  Plan,  formulated  by  the  ministries  and  agencies  under  President  Fernando  Henrique 
irdoso,  is  economic  stabilization — a  heretofore  elusive  target  that  now  seems  attainable. 
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The  Search 
For  Quality 

"We  had  a 
closed  econo- 
my with  no 
competition, 
technological 
laziness,  and 
widespread 
inefficiency. 
But  since 
1990  the 
search  for 
quality  has 
brought  a 
dramatic 
change  in  our 
performance." 

Gustavo  Franco 

Director, 
International 
Division, 
Central  Bank 
of  Brazil 
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has  been  one 
of  the  most 
dynamic  sectors 
of  the  Brazilian 
economy.  Our 
total  trade 
should  surpass 
$125  billion  by 
the  year  2000." 

Mauricio 
Cortes  Costa 

Foreign  Trade  Secretary 
Ministry  of  Industry, 
Trade,  and  Tourism,  Brazil 


Fair  Warning:  'The  Moment  Is  Now* 


"Brazil  today  is  a  different 
country  from  what  it  was  just 
five  years  ago,"  Ronaldo 
Veirano,  senior  partner  at 
Baker  &  McKenzie's  Rio  office, 
told  the  Forum  audience.  "It  has 
done  a  lot  to  become  a  mod- 
ern nation." 

"I  remember  when  the  Foreign  Investors  Group — which  serves  as 
an  interface  between  the  government  and  the  foreign  community — 
went  to  Brasilia  to  lobby  to  improve  the  ways  of  doing  business  in 
Brazil.  Well,  we  got  liberalization.  You  can  do  some  of  that  by  edict.  But 
most  important  we  saw  a  change  in  the  attitude  of  the  government." 

'That's  also  true  of  Brazilian  society  as  a  whole,"  Veirano  went  on 
to  say.  "It  no  longer  tolerates  high  inflation  and  corruption.  Brazilian 
business  is  now  competing  with  imported  products  almost  on  an 
equal  basis.  And  foreign  companies  are  no  longer  treated  as  second- 
class  citizens." 

"Mining  money  that  had  been  going  to  Peru  has  been  pouring  into 
Brazil.  And  the  same  is  beginning  to  happen  in  telecommunications — 
we're  on  the  verge  of  opening  a  cellular  market." 

"If  you're  looking  for  opportunities  to  grow  and  expand,"  Veirano 
concluded,  "The  moment  is  now." 


social  security  system  and  government  adminis- 
tration. The  tax-reform  objectives: 

■  Reduce  the  number  of  taxes,  regulations,  and 
bookkeeping  burdens  for  companies. 

■  Increase  the  number  of  taxpayers  and  reduce 
tax  evasion. 

■  Lower  taxes  on  exports. 

■  Harmonize  the  tax  system  to  help  minimize 
bickering  and  overlapping  between  states. 

Altogether,  a  tall  order.  As  Giacometti 
cautioned,  "Intense  negotiations  will  take  place 
before  final  proposals  are  agreed  upon.  Tax 
reform  will  come  gradually.1' 


How  Mercosul  Works  Its  Magic 

For  three  decades  after  the  Montevideo  Treaty 
of  1960,  Brazil  inched  toward  the  goal  of  a  Latin 
American  free  trade  area  or — short  of  that — a 
regional  customs  union. 

In  1991  came  the  breakthrough  with  the 
decision  to  create  Mercosul.  A  trade  partnership 
of  Brazil.  Argentina.  Uruguay,  and  Paraguay. 
Mercosul  put  aside  traditional  rivalries  and 
joined  hands  in  "an  unprecedented  initiative," 
Luiz  Felipe  Lampreia,  Brazil  s  Minister  of 
Foreign  Affairs,  told  the  Forum.  The  2000 


Program,  approvec 
last  December,  airr 
to  remove —  or  bar 
monize — all  remaii 
ing  tariffs  and  non- 
tariff  barriers  amor 
Mercosul  member; 
The  customs  unioi 
the  minister  ex- 
plained, has  been ; 
boon  to  both  prod 
ers  and  consumers 
No  longer  artificial 
protected,  the  Bra; 
ian  auto  industry- 
example —  is  turnir 
out  1.5-million  ver. 
cles  per  year  and,  1 
some  estimates,  co 
be  the  fifth  largest 
producer  in  the  w( 
by  the  year  2000. 
And  car  buyers  no 
have  a  choice  betw 
locally  produced 
models  and  compj 
ble  imports. 

Next  on  Mercos 
agenda:  linkups  wi 
neighboring  count 
and — ultimately — 
with  a  Free  Trade 
Area  of  the  Americ 
(FTAA)  by  the  yea 
2005. 

Asked  why 
Mercosul  favored 
"open  regionalism' 
that  would  lead  to 
larger  free-trade 
groupings,  the 
minister  said  candi 
"If  you  stand  still,  you  fall  behind.  That's  the 
name  of  the  game.  In  five  years  we've  gone  froi 
one  of  the  most  closed  economies  to  one  of  tb 
most  open." 


BusinessWeek 


Luiz  Felipe  Lampreia 

Minister  of  Foreign  Affairs, 
Brazil 
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About  A 

Great  Business. 

s  is  a  business  I  know  as  well  as  I  know  soccer.  I  can  say  this  as  a 
player,  as  a  businessman,  and  as  a  Minister,  because  if  I  counted  the  miles  I've 
flown  so  far,  I  certainly  could  have  flown  to  the  Moon  and  back.  And  if  I  did  not 
have  any  choice  and  had  to  stay  in  an  airport  for  hours,  I  would  pray  that  it  be 
one  of  those  with  all  the  amenities  that  passengers  like  me  require:  fully  comput- 
erized, with  a  shopping  center,  a  hotel,  telecommunication  facilities,  etc.  Well, 
this  is  just  what  Infraero  has  been  doing  in  the  62  airports  it  manages  in  Brazil. 
In  partnership  with  the  business  community,  it  is  turning  them  into  business,  cul- 
ture and  leisure  centers,  in  addition  to  modern  intermodal  terminals,  for  quick 
transfer  of  passengers  or  cargo.  In  1995,  51  million  passengers  and  1.2  million  tons 
of  cargo  went  through  these  airports.  2.4  billion  dollars  are  scheduled  to  be 
invested  by  Infraero  in  the  next  5  years  in  the  construction  of  new  airports  and  in 
the  on-going  modernization  and  expansion  of  the  present  ones.  Contact  Infraero.  You 
will  get  acquainted  and  do  business  with  the  people  who,  for  22  years,  have  been 
perfecting  airport  design,  construction,  operation  and  manage- 
ment  technology  in  South  America.  As  a  Brazilian  Minister  and  fc^^^j 
citizen,  I  am  all  for  it.  As  a  businessman,  I  recommend  that  W^Q^^ 
you  invest  in  a  country  which  works,  and  provides  results".  U0tt^3 


BRAZIL 


Phone:    (55)   61-312.3225     Fax:    (55)  61-321.0512 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


YOUR  PARENTS  ARE  AILING. 
NOW  WHAT?  

A 


3  a  Citibank  branch 
manager  in  Mamaro- 
.neck,  N.  Y.,  Lucille 
Alexander  had  little  time  to 
devote  to  herself,  much  less 
to  her  elderly  parents  and 
disabled  sister  living  nearby. 
Until  recently,  she  didn't  have 
to  worry.  Her  mother,  80, 
managed  the  household  and 
cared  for  Alexander's  sister 
and  81-year-old  father,  who 
suffers  from  Alzheimer's  dis- 
ease. Then  her  mother  was 
diagnosed  with  Parkinson's 
disease. 

Suddenly,  Alexander  was 
the  primary  caregiver  for 
three  adults.  Finding  help 
wasn't  easy.  But  after  an  ini- 
tial period  of  panic,  she  lo- 
cated an  elder-law  attorney 
who  recommended  a  geri- 
atric-care manager.  "She  re- 
cruited and  screened  care- 
givers until  we  found  a 
wonderful  woman,  Josie,  who 
became  part  of  the  family," 
Alexander  says.  "She  knew 
the  diseases  my  parents  had 
and  understood  the  kind  of 
care  they  would  need." 
AGING  COHORT.  As  the  popu- 
lation ages,  more  adults  are 
finding  themselves  in  the  un- 
enviable position  of  becoming 
parents  to  their  parents.  In 
cases  where  constant  assis- 
tance is  needed,  the  choice 
for  many  people — if  they  can 
manage  it  financially — is  to 
provide  care  in  the  home.  In- 
deed, 5.6  million  seniors  re- 
ceive  home-health-care  ser- 
vices today,  five  times  as 
as  those  in  nursing 
That  number  is  likely 
to  rjouble  over  the  next  30 
j  ,  -  baby  boomers  reach 
theii  l  Iden  years  en  masse. 

■eal  jaw-dropper  is 
that  home  health  care  can 
cost  just  i  ;  much  as  a  pri- 
vate facility.  \nd  little  of  that 
expense,  if  a.  v.  is  covered  by 


Medicare,  the  federal  govern- 
ment's endangered  health- 
insurance  program  for  seniors 
and  some  disabled  individu- 
als. Total  costs  for  full-time, 
live-in  health  care  average 
about  $50,000  annually,  ac- 
cording to  Alfred  Clapp,  pres- 
ident of  Financial  Strategies 
&  Services  Corp.,  a  New 
York  City  financial-planning 
company  specializing  in  long- 
term  care. 

With  cost  and  need  rising 
in  tandem,  the  sad  reality  is 


or  home-care  costs  are 
pricey— but  that's  nothing 
compared  with  how  much  the 
uninsured  can  end  up  paying 
out-of-pocket.  "Increasingly, 
long-term-care  insurance  will 
be  mandatory  for  people  who 
can  afford  it,"  says  Clapp,  who 
advises  checking  out  employ- 
er-sponsored group  plans, 
many  of  which  allow  workers 
to  extend  coverage  to  their 
spouse  and  parents. 

Even  if  financial  resources 
are   available,  few  people 


Where  to  Turn  for  Elder-Care  Help 

MEDICARE  (800  638-6833)  lets  you  know  what  expenses,  if 
any,  are  covered. 

ELDERCARE  LOCATOR  (800  677-1116)  finds  community-as- 
sistance programs  for  seniors. 

EMPLOYEE  ASSISTANCE  PROGRAMS  through  your  job  offer 
care  options  and  referrals. 

CHARITIES,  FOUNDATIONS,  AND  RELIGIOUS  GROUPS 

such  as  Jewish  Board  of  Family  &  Children's  Services  (212 
582-9100),  Catholic  Charities  (800  886-4295),  and  the 
Alzheimer's  Assn.  (800  272-3900)  give  information  on  com- 
munity services  and  support  networks. 

NATIONAL  ASSOCIATION  FOR  HOME  CARE  will  send  How  To 
Choose  A  Home  Care  Agency  and  a  list  of  local  providers. 
Write  to  228  7th  St.  S.E.,  Washington,  D.C.  20003. 

NATIONAL  ASSOCIATION  OF  PROFESSIONAL  GERIATRIC 
CARE  MANAGERS  (520  881-8008)  provides  local  referrals. 

NATIONAL  ACADEMY  OF  ELDER  LAW  ATTORNEYS 

(520  881-4005)  lists  specialists  in  your  area.  Sometimes  the 
lawyers  can  recommend  qualified  financial  planners. 

NATIONAL  ALLIANCE  FOR  CAREGIVING  (301  718 -8444) 
helps  train  family  and  professional  caregivers. 

NATIONAL  HOSPICE  ORGANIZATION  (800  338  8619)  lists 
services  for  the  terminally  ill. 


that  home  health  care  isn't  af- 
fordable for  average  middle- 
class  families  unless  they  have 
planned  ahead.  With  premi- 
ums that  can  top  $1,200  a 
year  between  ages  50  and  60, 
long-term-care  insurance  poli- 
cies that  cover  nursing-home 


think  about  the  particulars  of 
airanging  care  for  sick  or  in- 
firm family  members  until 
they  have  to.  Then,  when  dis- 
aster strikes,  they  don't  have 
the  foggiest  idea  where  to 
turn.  Two  good  places  to  start 
are    with    licensed  home- 


health-care  agencies  and 
atric-care  managers, 
agency— which  should  al 
be  bonded  and  insured- 
plies  the  personnel  and 
dies  the  payroll,  taxes 
insurance  costs.  By  contr 
geriatric-care  manager 
independent  agent  wh< 
oversee  all  aspects  oj 
case,  from  hiring  and  i 
toring  aides  to  accompai 
the  senior  to  the  doctoi 
fice.  Currently,  such  pi 
sionals  are  not  licensed 
by  midsummer,  the  Nai 
Academy  of  Certified 
Managers  will  offer  a  a 
cation  exam.  In  the  meai 
look  for  a  licensed  nurse 
chologist,  or  social  work 
SAFE  BETS.  Using  an  a| 
or  care  manager  costs 
than  if  you  hire  help  thi 
the  classified  ads,  but  tl 
generally  the  safest  and 
comprehensive  s< 
of  qualified  assist 
The  first  thing  thi 
is  assess  the  situ 
based  on  the  phy 
social,  and  fina 
needs  of  the  clien 
family.  At  any  poi 
at-home  care  is 
longer  appropriat* 
care  manager  will 
help  you  with  nui 
home  placement, 
agencies  and  care 
agers  will  invest 
local  services,  su< 
adult  day-care  an 
titlement  prog 
such  as  Medicare 
handle  the  applic 
process.  "Many  t 
when  people  first 
to  us,  they  are  pi 
privately  for  ser 
they  would  have  < 
fied  for  under  sta 
county  programs," 
Wendy  Bieri 
Leeds,  owner  of  1 
Care  Connection 
Verona,  N.J. 
Then  the  gerk 
care  manager  or.  in  the 
of  an  agency,  a  lice 
nurse,  screens  potential 
givers,  leaving  the  ulti 
hiring  decision  to  the  c 
and  family.  Many  sei 
need  a  home-health-care 
to  help  with  "custodial 
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is  such  as  bathing, 
ng,  and  eating.  Aides 
•ained  in  how  to  care- 
nove  fragile  elderly  pa- 
bathe  them,  and  check 
blood  pressure,  says 
•ah  Brash,  vice-presi- 
br  clinical  development 
iten  Kimberly  Quality- 
in  Melville,  N.  Y. 
:e  Medicare  covers  only 
I  care,  such  as  physical 
py  or  nursing,  most 
e  without  long-term- 
insurance  will  end  up 
g  for  custodial  care 
selves.  This  expense 
[y  adds  up,  so  it's  a 

idea  to  comparison 
For  a  list  of  providers, 

the  Yellow  Pages  un- 
ome  Health  Services  or 
:t  the  National  Associa- 
)r  Home  Care  in  Wash- 
n  (table).  Agencies 
e  $15  to  $20  an  hour 
e  minimum  level  of  cus- 

care.  An  elderly  dia- 
for  example,  might 
20  hours  a  week,  so  the 
y  cost  would  be  about 

according  to  Olsten 
erly.  Skilled  care  may 
s  high  as  $190  an  hour. 

AND  ERROR.  When  you 
,  geriatric-care  manager, 
s  an  extra  salary  to  pay. 
it  can  be  money  well 

if  elderly  parents  live 
way  or  have  illnesses 
require  special  training 
ensitivity.  An  initial  as- 
lent  runs  $200  to  $500, 
;he  National  Association 
rfessional  Geriatric  Care 
gers.  Then,  supervising 
ase  on  an  ongoing  basis 
un  $40  to  $150  an  hour. 


EALTH  CARE 


arents  who  live  far  away  or  have  special 
>eds  may  require  a  geriatric-care  manager 


e  total  cost  varies  ac- 
ng  to  the  level  of  ser- 
you  need.  You  can  have 
are  manager  make  reg- 
visits  to  the  home,  han- 
dll  paying,  and  act  as  a 
m  between  the  family 
)ther  professionals,  such 


as  doctors  and  lawyers. 
Make  sure  you  specify  in 
writing  the  exact  services  to 
be  provided. 

The  least  costly  source  of 
care  is  a  licensed  registry — 
essentially  a  temp  agency  for 
home-health-care  workers — 


which  charges  $10  to  $14  per 
hour  plus  a  registration  fee 
of  $200  to  $1,000.  It's  a  trial- 
and-error  approach:  The  reg- 
istry sends  referrals  until  you 
find  one  that  works  out.  You 
save  money  because  you  do 
all  the  legwork:  reference 


checks,  payroll,  and  su- 
pervision. To  ease  the 
burden,  you  can  retain  a 
record-keeping  company 
such  as  Paychex  (800 
828-4411),  which  will  is- 
sue checks  and  handle 
the  reporting  and  W-2 
forms  for  a  weekly  fee 
of  $9.  Unlike  an  agency 
or  care  manager,  a  reg- 
istry doesn't  automati- 
cally provide  backup  or 
emergency  care — unless 
you  ask  for  it  in  writing. 
You  can  locate  a  registry 
through  elder-care  spe- 
cialists or  in  the  Yellow 
Pages  under  nursing. 
GET  ADVICE.  No  matter 
which  route  you  choose, 
unless  the  elderly  person 
is  covered  by  a  good 
long-term-care  insurance 
policy  (BW — Dec.  4, 
1995),  paying  for  home 
health  care  can  be  a  big 
problem.  One  strategy  is 
to  borrow  against  the 
cash  value  of  the  aged 
parent's  life  insurance 
policy.  The  loan  plus  in- 
terest is  deducted  from 
the  death  benefit  when 
the  insured  dies.  Seniors 
can  also  take  out  a  re- 
verse mortgage  to  tap 
the  equity  in  their  house. 
Or,  assuming  the  adult 
child  is  in  a  high  tax 
bracket,  it  may  make 
more  sense  for  that  per- 
son to  take  a  tax-de- 
ductible loan  against  his 
or  her  own  home  equity. 

The  uniqueness  of 
each  situation  means 
there  is  no  one  solution. 
As  difficult  as  it  is  to 
discuss  such  matters 
with  your  parents  while 
they're  still  healthy,  you  just 
have  to  bite  the  bullet.  Then, 
before  transferring  assets  or 
taking  a  second  mortgage, 
consult  an  expert.  "Too  often 
people  are  a  few  miles  down 
the  wrong  road  before  they 
get  advice,  and  the  road  back 
is  usually  uphill,"  says  Gary 
Mazart,  an  estate-tax  attor- 
ney with  Hannoch  Weisman 
in  Roseland,  N.J.  Thinking 
ahead  can  help  you  know 
where  to  turn  before  you  go 
astray.  Kemj  Capell 
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Personal  Business 


INVESTING  OVERSEAS 
IS  GETTING  TO  BE  A  SNAP 


What's  structured 
like  an  index  fund, 
trades  like  a  stock, 
and  lets  buyers  own  a 

stake  in  an  international  stock 
market?  World  Equity  Bench- 


mark Shares  (webs)  and 
CountryBas- 
kets,  trading 
since  the  end  of  March  on  the 
American  Stock  Exchange  and 
New  York  Stock  Exchange, 
respectively,  give  individuals 
a  simple  and  fairly  economi- 
cal way  to  invest  overseas. 
But  like  any  equity  invest- 
ment, there's  an  inherent  risk. 

Until  now,  investors  look- 
ing abroad  had  three  options: 
Buy  the  stock  directly 
through  American  depositary 
receipts  (adrs)  or  foreign 
shares,  invest  in  an  interna- 
tional mutual  fund,  or  buy  a 
closed-end  fund.  Hyped  as  the 
next  generation  of  interna- 
tional investing,  webs  (over- 
seen by  Morgan  Stanley)  and 
CountiyBaskets  (managed  by 
Deutsche  Morgan  Grenfell,  an 
arm  of  Germany's  Deutsche 
Bank)  offer  the  benefits  of 
those  familial-  choices  without 
many  of  the  problems. 
LOW  TURNOVER.  Since  they 
are  U.  S.  securities  trading  in 
U.  S.  dollars,  like  adrs,  in- 
vestors don't  have  to  deal 
with  such  hassles  as  foreign 
stock  certificates,  custodial  is- 
sues, and  exotic  tax  and  ac- 
counting requirements.  Unlike 
mutual  funds,  which  are  sold 
and  redeemed  at  prices  deter- 
mined at  the  end  of  each  trad- 
ing day,  these  instruments 
trade  continuously  on  the  sec- 
ondary  market,  so  investors 
can  buy  and  sell  long,  short, 
an  !  on  margin.  A  Deutsche 
source  says  the  Chicago  Board 
Options  Exchange  has  plans 
to  list  options  on  Baskets. 

Because  turnover  is  low  in 
both  products  compared  to 
the  typical  international  equi- 
ty fund,  CountiyBaskets  and 


SMART  MONEY 


webs  will  have  only  minor  an- 
nual capital  gains  distribu- 
tions— and  capital  gains  tax — 
for  investors.  Lastly,  in 
contrast  to  closed-end  funds, 
which  often  trade  at  discounts 
or  premiums  in  excess  of  20%, 
shares  in  webs  and  Countiy- 
Baskets hover  at  or  near  their 
net  asset  value. 
Both  invest- 
ments, which  are  no-load  and 
sold  through  brokers  on  com- 
mission, are  a  series  of  coun- 
try-specific funds  that  mimic 
the  perfonnance  of  an  under- 
lying stock  index.  Indexing 
enables  the  funds  to  buy 
a  group  of  stocks  that 
most  represent 
particular  market 
Since  they're  not 
actively  managed, 
they  carry  lower 
fees  and  expenses 
than  comparable 
mutual  funds. 

webs  cover  17 
markets  ranging 
from  Sweden  to  Sin 
gapore  and  tiy  to  mir- 
ror the  Morgan  Stanley 
Capital  International  index- 
es in  those  countries.  (The 


tuaries  World  Indices  and  sell 
for  between  $19  and  $53. 
CountryBaskets  trade  in  in- 
crements up  to  %,  while  amex 
shaves  the  share  price  even 
finer,  to  Ke.  In  'addition  to 
buying  stocks,  the  backers  of 
both  instruments  say  they 
will  use  derivatives,  includ- 
ing futures  and  options,  to 
track  the  individual  markets. 
GOOD  TIMING.  Although 
webs  and  CountryBaskets 
are  dollar-denominated,  the 
underlying  shares  trade  in 
the  local  currency.  So  in- 
vestors are  still  making 
country  and  currency  bets. 
Despite  the  ability  to  sell  the 
shares  short,  they  are  meant 
to  be  held  long  term,  since 
frequent  traders  will  run  up 


INSTRUMENT/ 
EXCHANGE 


the  U.  S.  stock  mark< 
record  highs,  there's  : 
reason  than  ever  to 
overseas.  Because  they 
centrate  in  single  coun 
webs  and  CountryBaske 
low  you  to  focus  on  mor 
dervalued  markets  or 
with  a  low  correlation  t 
U.  S.  If  done  properly, 
reduces  portfolio  volal 
Ram  Kolluri,  a  partner  i 
dividual  Asset  Plar 
Corp.,  a  Princeton  (] 
firm,  is  recommending  J 
"It's  a  depressed  major 
ket  which  is  selling  inert 
cheaply,"  he  says. 

Indeed,  amex's  senior 
president  of  product  d 
opment,  Gary  Gastineai 
ticipates  the  Japanese 
will  be  among  the  most 
ly  traded  of  the  group 
it  will  be  a  very  low 
way  for 
vestors  t< 
Japan, 
den — curr 
available  on 
webs — is  the 
ket  of  choict 
W.  David  W 
investment  st 
gist  at  The  I 
i  lands  Groi 
San  Fran< 
"Short  1 


How  They  Compare 


EXPENSE 
RATIO 


MANAGEMENT 


WEBS  AMEX 

.82% 

Passive 

At  or  near  NAV* 

COUNTRY- 

.84 

Passive 

At  or  near  NAV* 

BASKETS  NYSE 

CLOSED-END 

1.53 

Active 

Discounts/ 

COUNTRY 

premiums  to  NAV 

FUNDS/ANY 

Net  asset  value 

DATA.  DEUTSCHE  MORGAN  GRENFELL.  CJ  LAWRENCE  INC  ,  MORGAN  STANLEY  &  CO  ,  MORNINGSTAR  INC. 


amex  also  lists  a  domestic- 
version  of  webs  called  spdrs, 
or  Standard  &  Poor's  deposi- 
tary receipts.)  webs  trade  be- 
tween $10  and  $20.  The  nine 
CountiyBaskets,  all  in  devel- 
oped markets,  attempt  to 
recreate  specific  Financial 
TYmes/Standard  &  Poor's  Ac- 


hefty  commissions.  Best  to 
leave  the  speculating  to 
arbitrageurs. 

The  timing  of  these  prod- 
ucts couldn't  be  better,  even 
though  lackluster  returns 
over  the  past  few  years  have 
soured  many  people  on  in- 
ternational investing.  With 


Sweden  is 
tractive  becaus< 
becoming  fiscally  con 
ative  and  the  econon 
improving." 

Despite  all  the  hoopla 
rounding  webs  and  Cou 
Baskets,  many  money 
agers     believe  inve; 
without  the  time,  mone 
savvy  to  spend  on  coi 
and  currency  allocatior 
better  off  in  internat 
mutual  funds.  But  for  th 
it-yourselfer  with  an  ui 
standing  of  the  risks  an 
wards.  Wall  Street  has 
up  with  26  innovative 
to  play  the  global  inve 
game.  Kerry  C 
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'Arrival  10:00  pm  the  last  thing  you'd  expect 
is  immediate  access  to  world  markets. " 


Locution:  Deluxe  Business  Floor  reception.  Time:  I  0  00  pm 


"That's  only  one  of  the  many  advantages  of  the  Deluxe  Business  Floor  at  the  Taj  Palace  Hotel. 
There's  personalised  check-in  and  24-hour  butler  service,  too.  On  request:  in-room  fax,  hack- 
ground  information  on  major  Indian  industries,  from  finance  and  energy  to  power  and  telecom- 
munications; plus,  on-line  access  to  national  and  world  business  information  on  your  room  TV. 
All  cloaked  in  luxuriously  appointed  comforts.  And,  of  course,  the  finest  dining  in  the  city." 


TAJ  PALACE  HOTEL 

New  Delhi 


A, 


A  TAJ  LUXURY  HOTEL 


THE  TA|  GROUP  INDIA'S  first.  SOUTH  ASIA'S  finest. 


TA|  PALACE  HOTF1,  NEW  DELHI  FAX  191111  301  5055  OR  CALL  CENTRAL  RESERVATION-) 

FAX  BOM  RAY  (91-221  283  7272.  UTELL  OR  YOUR  TRAVEL  PLANNER 

UXURY  HOTELS:  THE  TA|  MAHAL  HOTEL,  BOMBAY.  THE  TA|  MAHAL  HOTEL.  NEW  DELHI;  TA|  PALACE  HOTEL,  NEW  DELHI;  TA|  BENGAL. 
UTTA;  THE  TA]  WEST  END.  BANGALORE;  TA|  CO  ROM  A  N  DEL.  MADRAS;  THE  TA|  MAHAL  HOTEL,  LUC  KNOW,  TA  |  SAMUDRA,  COLOMBO 

A  colourful  directory  of  the  Hotels  is  available.  Please  fax  your  request  to  (91-22)  283-7272  quoting  "TAJBIZWK" 


Personal  Business 


SO  WHO  NEEDS 
A  SECRETARY? 


Cruising  down  a  rural 
Georgia  road  on  the 
way  to  a  speaking 
engagement,  Jordan 

Ayan,  a  technology  consul- 
tant in  Naperville,  111.,  got 
an  urgent  call  on  his  cellular 
phone.  It  was  Wildfire,  his 
electronic  personal  assistant, 
which  had  tracked  him  down 
and  told  him  someone  was 
trying  to  contact  him.  Ayan 
recognized  the  caller's  name 
as  a  potential  client  who,  as 
it  turned  out,  wanted  to  book 
him  for  a  speech  at  the  last 
minute.  "In  the  past,  I 
would've  lost  that  business. 
He  wouldn't  have  been  able 
to  reach  me  and  probably 
would've  hired  someone 
else,"  says  Ayan,  who  spends 
70%  of  his  time  on  the  road. 

Wildfire  and  two  other  sys- 
tems, Atlas  and  Oryx,  repre- 
sent a  new  breed  of  easy-to- 
use  interactive  telephone 
service  that  could  make  sec- 
retaries obso- 
lete. They  not 
only  perform  basic  tasks, 
such  as  taking  messages  and 
connecting  calls  to  your  of- 
fice directly  to  your  mobile 
phone  or  hotel  room,  but  ac- 
1  ually  engage  in  verbal  give- 
and-take. 

polite  VOICE.  The  18-month- 
old  Wildfire  was  the  first  of 
its  kind  and  is  still  the  most 
lifelike.  Hailed  for  its  ease  of 
use,  it  relies  on  sophisticat- 
ed speech  recognition  to  com- 
plete tasks.  Say  a  call  comes 
into  your  office.  Wildfire  an- 
swers in  a  polite  female 
voice:  "Hello,  I'm  the  Wild- 
fire assistant  to  Mr.  Jones." 
The  voice  asks  the  caller  to 
state  his  or  her  name  and  to 
say  '  Take  a  message"  or 
'I'ur  my  call  through."  If  the 
person  needs  to  speak  to  you, 
Wildfire  ring;  as  many  as  five 
preprogrammed  numbers, 
which  can  be  easily  changed, 
until  it  finds  you. 


TELEPHONES 


Perhaps  you're 
at    an  airport 
chatting  on  your 
cellular  phone. 
Wildfire  cuts  in, 
whispers  the 
name    of  the 
caller — only  you 
hear      it — and 
asks  if  you  want 
to  accept  the  call 
or  have  a  message 
taken.  By  putting 
your  current  call  on 
hold,  you're  connected 
to  the  new  call.  Other- 
wise, Wildfire  will  take  a 
message.  Later,  while  re- 
trieving the  message, 
you  just  say:  "Wildfire, 
give  them  a  call,"  and  it 
will  automatically  dial  the 
number. 

Wildfire  can  also  give  you 
a  morning  wake-up  call  or  a 
meeting  reminder.  Its  call- 
back feature  is  especially 
cost-effective.  If  you're  in  a 
hotel  room  in  Thailand, 
say,  and  someone  is  trying 
to  reach  vou 
from  the  U.  S., 
Wildfire  can  dial  the  caller 
from  within  the  U.  S.  at  the 
cheaper  domestic  phone  rates 
and  then  connect  you.  It 
even  has  a  sense  of  humor: 
Tell  it  you're  depressed,  and 
it  says:  "You're  depressed.  / 


live  in  a  box." 

Once  limited 
to  corporate 
users  who  could 
shoulder  the 
$50,000  up-front 
cost  of  equip- 
ment. Wildfire  is  now  target- 
ing the  home-office  market 
through  independent  service 
providers.  They  buy  the 
equipment  and  then  charge 
the  user  a  monthly  fee  of 
about  $39,  plus  telephone  us- 
age. By  yearend,  Wildfire 
may  be  available  through 
larger  companies  such  as 
at&t  and  Pacific  Mobile  Bell. 


Follow-Me  Phone  Systems 


SERVICE/COMPANY 


APPROXIMATE 


COMMENTS 


COST* 

ORYX 

PRIORITY  CALL 
MANAGEMENT 
800  840-8618 

$20/month 

Automatically  reconnects 
cellular  call  if  user  tempor- 
arily loses  transmission; 
limited  speech  recognition 

ATLAS 
PRECISION 
SYSTEMS 
800  TALK-PSI 

$25/month 

Only  service  that  allows 
user  to  pick  up  phone,  fax, 
and  pager  messages  via 
computer 

WILDFIRE 
WILDFIRE  COMM. 
800  WILDFIRE 

$39/month 

Lifelike  and  easy-to-use  with 
elaborate  voice  recognition; 
collects  phone  messages  only 

*  Doesn't  include  telephone  charges 

DATA:  COMPANY  REPORTS.  BUSINESS  WEEK 

While  Wildfire 
takes  messages 
telephone  caller; 
las  and  Oryx  c; 
tify  you  of  i 
coming  fax 
can  cust 
services  to 
needs. 
_         which  is 
launched 
spring,  us 
impersona 
voice  to  ( 
the  tasks 
Wildfire  doe 
then  some.  F 
ample,  Atlas  c 
your  phone,  fa: 
pager  mess 
which  can  then  1 
cessed  on  your  PC  v 
Internet.  You  view 
sages  on  your  screen  or 
to  them. 

POPULARITY.  Perhaps  } 
working  on  your  poi 
computer.  Before  your 
lar  phone  lings,  an  Atla 
pops  on  your  screen  to 
you  to  an  incoming  cal 
ing  your  computer  ke 
you  choose  whether 
want  to  answer  it,  senc 
voice  mail,  or  pass  it  to 
league.  You  can  type 
weekly  schedule  with 
warding  numbers  into 
computer  so  that  Atla 
track  you  down. 

Oryx'  basic  feature 
similar  to  those  of  the 
services,  but  its  speech  ] 
nition  is  limited  to  d 
numbers.  For  other  fun< 
you  use  the  telephone  k 
to  respond  to  compute 
voice  prompts.  Oryx  ] 
few  unique  features.  If 
cellular  phone  battery 
to  expire,  you  can  transfi 
call  to  a  nearby  phone  w 
interrupting  your  com 
tion.  Oryx  also  automal 
reconnects  a  cellular  call 
lose  transmission  while  i 
driving  between  zones. 

Expect  to  see  plenty 
companies  offering  thes< 
vices  as  their  popularil 
creases.  With  an  elect 
personal  assistant, 
those  who  operate  out 
home  office  don't  hai 
feel  like  they're  woi 
alone.  Toddi  G 


118E-2  BUSINESS  WEEK  /  APRIL  15,  1996 


There's  a  road  that 
crisscrosses  the  planet. 


It  begins  and 
ends  everywhere, 


It  is  the  Internet. 


Being  on  the  Internet  is  critical  to  business  today. 
One  wrong  turn,  though,  and  you  could  end  up  with  exorbitant  costs. 
Ineffective  software  tools.  And  serious  access  problems. 
Which  is  why  you  need  NETCOM. 

Because  with  over  seven  years  of  industry-leading  experience,  our 
complete  packages  deliver  everything  it  takes  to  put  the  Internet's  vast 
resources  to  work  for  any  business. 

Including  direct,  unrestricted  access.  A  nationwide  digital  network 
that  reaches  thousands  of  business  communities  in  over  200  metropolitan 
areas.  As  well  as  pricing  and  bandwidth  options  to  fit  any  budget. 

So  call  us  at  1-800-NETCOM1. 

After  all,  it's  a  big  new  world  out  there. 

But  we  can  show  you  the  way. 


O  1995  NETCOM,  Inc.  NetCruiser  is  a  registered  trademark  of  NETCOM  On-Line  Communication  Services,  In, 
For  more  information,  e-mail  Info@Netcom  com.  or  visit  our  Web  site  at  http://wwwnetcom.com 


NETCOM 

How  to  Get  There. 


Personal  Business 


WINNING  THE  NEW 
RAT  RACE:  CONSULTING 


Many  people  who  exit 
the  corporate  world 
and  want  to  set  up 
shop  at  home  are 

at  1  rat-ted  to  consulting.  But  if 
all  those  would-be  consultants 
really  understood  how  hard  it 
is  to  make  a  go  of  it,  they 
probably  would  try  a  differ- 
ent career-.  The  most  discour- 
aging statistic:  70%  of  new 
consultants  drop  out  in  the 
first  year,  says  the  National 
Bureau  of  Professional 
Management  Consul- 
tants (nbpmc).  "You 
may  have  experience  in 
an  industry,  but  you 
need  to  know  how  to 
market  that  experience 
and  convince  people 
that  you  can  do  the 


es  with  colleagues  in  her  in- 
dustry, and  broadened  the 
scope  of  her  speaking  en- 
gagements. "Why  go  on  my 
own  now?"  she  asks  rhetori- 
cally. "At  this  point,  my  con- 
tacts are  prime." 

Wisnik  took  care  to  remain 
on  good  terms  with  her  law 
firm.  She  gave  two  months' 
notice,  long  enough  to  help 
fill  her-  position.  She  also  as- 
sessed what  the  firm's  future 
needs  would  be,  then  negoti- 
ated a  deal  to  continue  work- 


range,  from  $20,000  to 
$200,000  a  year.  But  count  on 
subsidizing  yourself  100%  for 
the  first  year  of  business, 
70%  for  the  second  year,  and 
20%  the  third  year,  says  Vito 
Tanzi,  nbpmc  chairman.  There 
should  be  enough  initial  cash 
for-  a  computer,  printer,  fax 
machine,  separate  business 
line  with  voice  mail,  and  of- 
fice supplies.  Don't  skimp  on 
a  good-quality  brochure  and 
letterhead. 

Wisnik     took  '  Bail* 


out  a  $25,000  bank  loan  to 
help  get  started.  To  save 
money,  she  bartered  services 
with  a  graphic  artist,  ex- 
changing a  marketing  plan 
for  a  logo  design.  She  set  a 
goal  of  30  calls  a  day  to  po- 


Resources  for  Aspiring  Consultants 


ORGANIZATIONS 


Institute  of  Management  Consultants,  521  Fifth  Ave.,  35th  Floor,  New 
York,  N.Y.  10175-3598;  212  697-8262 

National  Association  for  the  Self-Employed,  1023  15th  St.,  N.W., 


.",     •vu"  £  ,  7    •      Suite  1200,  Washington,  D.C.  20005;  202  466-2100  "„  VC1 

job,  says  Rudy  Lewrs,   '  °_.J  '   Joanne 


salary  of  $100,000  in  a 
In  addition  to  mark 
your  expertise  and  m 
sure  you  have  financi; 
sources  to  fall  back  on, 
are  other  considerations 
starting  a  consultancy, 
ure  out  what  your  skill 
and  only  sell  those  abi 
Don't  try  to  be  all  thir 
all  people,  advises  the 
tute  of  Management  G 
tants  (imc).  Seek  fee< 
from  an  u 
board  of  i 
ers  whose  judgment 
respect.  You  can  alsc 
credibility  by  obtaining 
fessional  designations 
IMC  and  nbpmc  provid< 
dentials  based  on  exper 
education,  references,  e 
ence  to  a  code  of  < 
and  in  imc's  ca 
written  exam. 
PAYING  BILLS.  Alt 
there  are  many  di 
ties  in  creating  an 
taining  a  successfi 
sultancy,  some  p 
do  very  well.  In 
'Mitchell  le 


president  of  the  Nation- 
al Association  of  Home 
Based  Businesses. 

Despite  the  slim  odds 
of  success,  five  million 
home-based  workers 
call  themselves  consul- 
tants in  areas  as  varied 
as  information  manage- 
ment, software  develop- 
ment, and  human  -re- 
sources. So  what  can 
you  expect  when  you 
decide  to  hang  out  your 
shingle?  And  how  can 
you  increase  your  chances  of 
earning  a  decent  living? 
firm  COMMITMENTS.  It's  im- 
portant to  start  laying  the 
groundwork  for  your  busi- 
ness as  early  as  possible. 
Take  Eva  Wisnik,  who 
launched  Wisnik  Career- 
Strategies,  a  career-planning 
consultancy,  from  her  New 
York  City  home  in  March  af- 
ter nine- years  as  a  corporate 
recruiter.  More  than  a  year 
before  she  left  her  last  job 
Wall  Street  law  firm,  she 
began  networking.  She  in- 
'  her  involvement  in 
professional  and  charitable 
organizations,  set  up  lunch- 


The  Consultants  Manual  by  Thomas  Greenbaum  ($19.95,  John  Wiley) 

DATA:  NATIONAL  BUREAU  OF  PROFESSIONAL  MANAGEMENT  CONSULTANTS;  BUSINESS  WEEK 


job  as  a  mor 
banker  in  pursi 
something  differei 
chance,  after  findi 
error  in  a  doctor-' 
she  realized  phys 
had  a  need  for  oi 
assistance  in  ov( 
ing  their  billing 
terns.  She  took  c 


National  Association  of  Home-Based  Businesses,  10451  Mill  Run  Cir- 
cle, Suite  400,  Owings  Mills,  Md.  21117;  410  363-3698 

National  Bureau  of  Professional  Management  Consultants,  3577  4th 
Ave.,  San  Diego,  Calif.  92103;  619  297-2210 

READING  MATERIAL 

Kennedy  Publications,  800  531-0007;  Markets  a  variety  of  books  on 
consulting.  Call  for  catalog 

The  Business  Plan  Guide  for  Independent  Consultants  by  Herman  Holtz 
/<fcc    i  u    IA/-.I    \  on  medical  billing 
$55,  John  Wiley  ,      ,       .  ,  | 
 2                                                                          chased  special  soft 

and  began  contE 

doctors.  She 

launched  Mitchell 

ical  Billing  in  San  Die; 

took  her  just  10  mont 

get  back  to  her  forme: 

porate  salary  of  $49,00( 

today,  her  company,  whi 

eludes  her  husband  and 

assistants,  brings  in  si 

ures  with  clients  nation 

Success  certainly  di 

come  as  easily  to  ever 

But  in  consulting — as  in 

fields — a  little  ingenuity  j 

long  way.   Laura  Koss- 


ing  on  a  project  basis.  The 
lesson  she  learned:  "Be  hon- 
est and  flexible  with  your 
employer.  They  could  become 
a  client." 

Newly  minted  consultants 
should  be  prepared  to  work 
long  hours  for-  little  monetary 
gain  at  first.  Rejection  is  a 
given;  you  can  spend  a  year 
cultivating  a  prospect  and 
never  get  a  single  assign- 
ment. Earnings  span  a  broad 


tential  clients  or  those  who 
could  refer  her  to  prospects. 
She  expected  20%  of  those 
calls  at  best  would  turn  into 
actual  business.  Wisnik  has 
been  lining  up  three  speak- 
ing engagements  a  week, 
with  at  least  one  of  them 
paying  $750  to  $1,500.  She 
went  from  50-hour  work- 
weeks at  her  corporate  job 
to  70-hour  weeks.  She  thinks 
she  can  match  her  law-firm 


Count  on  subsidizing  yourself  100%  the  ft 
year,  70%  the  second,  and  20%  the  third 
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EST  THREE  THINGS  TO  LOOK  FOR  IN  A  FREQUENT  TRAVELER  PROGRAM: 
LOCATIONS,  LOCATIONS,  LOCATIONS. 


)  Crown  Club* 


T    I    O  N 


gn  up  for  Best 
'ern 's  Gold  Crown 
ib  International 
our  next  stay  and 
a  complimentary 
Vestern  Business 
)urce  Guide  filled 
h  great  business 
\nd  valuable  offers 
)  major  business- 
3fed  companies. 


AT&T 

jrTrue  Choice 


All  the  frequent  traveler  awards  in  the  world  aren't  worth  a  hill  of 
beans  if  it  takes  a  hundred  years  to  earn  them.  That's  why  Best 
Western's  Gold  Crown  Club  International  program  is  worth  checking 
into.  With  Best  Westerns  in  more  than  2,700  cities  in  63  countries, 
there's  sure  to  be  one  just  about  anywhere  you  do  business.  So  you  can 
accrue  points  quickly  toward  all  kinds  of  valuable  awards.  You'll  also 
enjoy  the  fact  that  membership  is  free. 

And  to  further  our  commitment  to  the  business  traveler,  we're  proud 
to  offer  AT&T  long  distance  service  for  all  your  AT&T  Calling  Card, 
AT&T  Universal  Card,  and  operator-assisted  calls  at  most  locations. 

For  reservations  call  1-800-528-1234  or  your  travel  agent.  And 
we're  on  the  TravelWeb  at:  http://www.bestwestern.com/best.html. 
Because  with  3,500  locations  worldwide,  the  mark  of  a  good 
frequent  traveler  program  is  the  Best  Western 
sign  itself.  Call  l-800-BEST  GUEST  to  enroll  today. 


YOUR  BEST  BET  IS  A  BEST  WESTERN.  1-800-528-1234 


America  West  Airlines 

Save  up  to  $50  on  your  next 
America  West  flight  or 
upgrade  to  first  class  for 
the  price  of  coach. 

TOSHIBA 

Get  a  $50  rebate  on 
any  Toshiba  Satellite  Pro""' 
Notebook  computer. 

kinko's 

The  new  way  to  office. 

Save  1 0%  on  products 
and  services. 


AV'S 


VVe"')' 

Get  a  third  weekend  day  free 
with  coupon.  Earn  100  Gold 
Crown  Club  bonus  points 
with  each  qualifying  rental. 


lest  Western  International.  Inc 


Best  Western  hotels  are  independently  owned  and  operated  See  Business  Resource  Guide  coupons  for  complete  details  Available  at 


participating  hotels  while  supplies  last 


Personal  Business 


DECLARE  WAR  ON  PAPER- 
WITH  A  SCANNER 


Andrew  Hague  is 
becoming  a  scanning 
junkie.  A  consultant 
who  works  out  of  his 

Manhattan  apartment  helping 
companies  figure  out  how 
best  to  utilize  voice  mail, 
Hague  recently  discovered  an 
ideal  way  to  reduce  the 
mounds  of  paper  invading  his 
desk.  He  scans  myriad  docu- 
ments into  a  PC  with  a  com- 
pact product  called  the  Vi- 
sioneer  PaperPort  Vx,  then 
tosses  away  most  of  the  orig- 
inals. Hague  uses  PaperPort 
on  bank  statements,  business 
cards,  and  graphs  he  can  in- 
corporate into  presentations. 
He  also  has  scanned  in-  wmm 
struction  manual  pages 
and  even  a  beach  house 
lease.  "I  really  envision 
going  to  a  paperless  of- 
fice," he  says. 

With  personal  scanners 
such  as  PaperPort,  the 
possibility  of  a  clutter- 
free  home  office,  in  which 
people  store  and  easily 
n  trieve  documents  via 
i  uter,  is  at  hand.  Be- 
scanners  allow  folks 
fi  \-inodems  (but  not 
!■  ated  fax  machine) 
t  •  transmit  documents 
that  didn't  originate  on 
the  )      A  scanner  can 
also  turn  a  printer  into  a 
no-frills    .'pier.  Scanners 


are  becoming  smaller,  simpler, 
and  at  $400  or  less,  more  af- 
fordable, pc  makers  also  are 
finding  unobtrusive  spots  in 
a  computer  system  to  place 
scanners.  A  version  of 
PaperPort  is  built  into  a  new 
computer  keyboard  from 
Compaq  Computer. 

business  week  and  the 
National  Software  Testing 
Laboratories,  both  owned  by 
The  McGraw-Hill  Companies, 
put  five  inexpensive  scanners 
under  the  microscope.  With 
each — the  PaperPort  Vx  and 
its  near-twin,  the  hp  Scanjet 
4s,  the  Delrina  WinFax  Scan- 
ner, the  Umax  PageOffice, 
and  the  Logitech  PageScan 
Color — vou  feed  in  a  sheet  of 


PAGESCAN  COLOR:  The 

Logitech  scanner  head  can 
be  detached  to  scan  books 

paper.  As  the  document  pass- 
es through,  its  image  materi- 
alizes on  your  PC  screen. 

Still,  there  are  key  differ- 
ences among  the  models  we 
tested.  Some  machines  can 
scan  more  speedily  than  oth- 
ers or  have  better  software 
for  managing  images  once 
they  reside  inside  your  com- 
puter. And  some  are  consid- 
erably faster  and  more  accu- 
rate at  tackling  optical 
character  recognition  (OCR),  a 
process  by  which  electronic 
files  are  converted  into  text 
that  can  be  edited. 

Logitech's  PageScan  Color 
unit  was  the  only  machine  we 
tested  with  color-scanning  ca- 
pabilities, a  key  advantage. 
Another  plus:  Users  can  de- 
tach the  Logitech  scanner 
head  and  roll  it  across  a 
bound  book  or  magazine,  thus 
scanning  pages  that  sheet- 
fed  machines  could  not  han- 
dle. PageScan  comes  with 
a  stripped-down 
version  of  Docu- 
Magix'  fine  PaperMaster  soft- 
ware, which  lets  you  file 
scanned  documents  in  per- 
sonalized "folders"  and  "draw- 
ers." On  the  negative  side, 
the  Xerox  TextBridge  OCR 
program  that  came  bundled 
with  the  scanner  performed 
poorly  and  had  problems  rec- 
ognizing commas,  periods, 
dashes,  and  lowercase  m's. 


COMPUTERS 


The  TextBridge  so: 
included  with  the  E 
WinFax  Scanner  didn 
much  better.  The  yeai 
for  instance,  was  con 
to  1990.  And  the  E 
scanner,  made  by  Fujits 
a  laggard  in  terms  of 
especially  when  scannir 
tos.  That  said,  if  you] 
criterion  is  faxing  cap 
the  WinFax  Scanner  is 
thy  contender.  It  come 
version  4.0  of  Delrina's 
WinFax  Pro  program. 
DRAG  'N'  DROP.  Page 
from  Umax  made  the 
OCR  mistakes  and  is  b 
with  impressive  softw: 
editing  images  and  ma 
documents.  You  can  cli 
drag  documents  direc 
icons  for  E-mail,  faxing, 
ing,  editing,  or  OCR  to 
those  functions.  But 
Office  is  the  only  scan 
require  an  SCSI  interfac 
which  means  plugging 
side  the  PC. 

We  got  respectable  ; 
with  the  slick  Vis 
PaperPort  Vx  and  the 
identical  hi 


Comparing  Scanners 


PRODUCT 

PRICE 

COMMENTS 

DELRINA 
WINFAX 
SCANNER 

$299 

Strong  on  faxing,  but  made  several  "optical 
character  recognition"  (OCR)  errors  for  convert- 
ing scanned  images  to  editable  text. 

LOGITECH 
PAGESCAN 
COLOR 

$399 

!  Can  scan  in  color.  Removable  scanner  head  lets 
:  you  scan  pages  from  bound  materials.  Poor 
OCR  results. 

VISIONEER 
PAPERPORT 
VX 

$299 

Able  to  easily  incorporate  scanned  documents 
into  many  programs.  Twin  to  $299  Hewlett- 
Packard  Scanjet  4s. 

UMAX 

PAGEOFFICE 

$345 

Most  accurate  at  handling  OCR  tasks  and  in- 
cludes helpful  software  suite.  But  users  must 
install  a  circuit  card  inside  PC. 

DATA:  BUSINESS  WEEK,  NATIONAL  SOFTWARE  TESTING  LABORATORIES 

jet  4s.  At 
long,  both  scanners  u 
same  software  and  fit 
between  the  keyboar 
monitnr.  Thumbnail  im; 
scanned  documents  £ 
on-screen;  you  can  dn 
drop  the  documents  int 
ers  organized  by  topic 
cles,  taxes,  receipts,  e 
other  pc  applications, 
picky  point:  It  was  d: 
mm  to  insert  a  documei 
PaperPort  with  om 
because  the  sc 
would  grab  the 
crookedly. 

For  all  the  good 
ners  can  do  in  cL 
up  space  around 
home  office,  ther 
be  a  problem  wit] 
turing  too  much 
on  your  com 
Scanned  documeni 
rapidly  eat  aws 
your  hard  drive, 
photos  at  high  r 
tion  can  claim  s< 
megabytes.)  Whet 
happens,  you'll  be 
ing  clutter  all 
again.  Edwara 
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BusinessWeek 


isement 


■ww.adobe.com/fBW 

:ed  Micro  Devices 

■ww.amd.com 


■ww.aetna.com 
nerican  Institute  of 
sets 

con.net 
an  Power 
sion 

■ww.apcc.com 
nerican  Stock 
ge 

ww.amex.com 


ech 


ritech.i 


'ww.amp.com 

Computer 

lways.apple.com 

Andersen 

'ww.ArthurAndersen. 


fww.ast.com 


-■ww.att.com 
lantic 

Avw.bell-atl.com 


Cadillac 

http:/ /www.cadillac.com 
Canon 

http://www.canon.com 
Chrysler 

http://www.chryslercorp.com/ 

Cisco  Systems 

http://www.cisco.com 

Cobra  Golf 

http://www.CobraGolf.com 
Compaq 

http://www.compaq.com 

Computer  Associates 

http://www.cai.com 

Consolidated  Freightways 

http://www.cnf.com 

Delta 

http://www.delta-air.com 
Digital  PC 

http://www.pc.digital.com 

Diners  Club 

http://www.dinersclub.com 

Federal  Emergency 
Management  Agency 

http://wvAv.fema.gov 

FedEx 

http://www.fedex.com 
Ford 

http://www.ford.com/ 
Fujitsu 

http://www.fujitsu.com 


GE  Information  Services 

http://www.ge.com/geis 

General  Motors 

http://www.gm.com 

Hewlett-Packard 

http://www.hp.com 

IBM 

http://www.ibm.com 
Intel 

http://www.intel.com/ 
International  Institute  for 
Management  Development 

http://www.imd.ch/ 

Jack  Daniels  Tour 

http://www.infi.net/jack 
daniels/ 

Janus  Funds 

http://nerworth.galt. 
com/janus 

Kodak 

http://www.kodak.com/ 
Lexus 

http://www.lexususa.com 
Lotus 

http://www.lotus.com 
Maplnfo 

http://www.mapinto.com 
MCI 

http://www.mci.com 
Microsoft 

http://www.microsoft.com/ 


Motorola,  Wireless  Data 
Group 

http://www.mot.com/wdg/ 
Netcom  On-Line 
Communication  Services 

http://www.netcom.com 

Novell 

http://www.novell.com 
Ohio  Department  of 
Development 

http:/ /www.ohiobiz.com 

Okidata 

http://www.okidata.com 
Omron  Corp. /North 
America 

http://www.omron.co.jp 
PageNet 

http://www.pagenet.com 
PeopleSoft 

http://www.peoplesoft.com 
The  Principal  Financial 
Group 

http://www.principal.com 
PSINet 

http://www.psi.net/ 
Raytheon 

http://www.raytheon.com 

Roberts  Express,  Inc. 

http://www.roberts.com 

Charles  Schwab 

http://www.schwab.com 


Saab 

http://www.saabusa.com 

SAS  Institute 

http://www.sas.com/ 

Siemens 

http://www.siemens.com 
Sprint 

http://www.sprint.com 

Sun  Microsystems 

http://www.sun.com 

Swissair 

http://www.swissair.com 

Texas  Instruments 

http://www.ti.com 

Toyota  Motors 

http://www.toyota.com 

Unisys 

http://www.unisys.com 

United  Airlines 

http://www.ual.com 

Unlimited 

Systems/KONEXX 

http://www.konexx.com 

UPS 

http://www.ups.com 

The  Vanguard  Group 

http://www.vanguard.com 


bSun 

NETWORK  IS  THE  COMPUTER' 


letwork.  http://www.sun.com 


Network  here  excels 
at,  keeping  out  intruders. 


i 


ir-nT  11  if 


siness  Week  Index 


ITJCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


from  last  week:  0.2% 
from  last  year:  2.3% 


Change  from  last  week:  0.0% 
Change  from  last  year:  2.5% 


270 


DUCTION  INDEX 

ar.  23=125.7 
1992=100 


LEADING  INDEX 

Mar.  23=2  5  7.4  —  240 
1967=100 


230 


July  Nov.  Mar. 

1995  1995  1996 

i  are  4-week  moving  averages 

duction  index  fell  in  the  week  ended  Mar  23.  Before  calculation  of 
-week  moving  average,  the  index  dropped  to  123.8.,  from  125.1. 
from  the  General  Motors  Corp.  strike  continues  to  affect  the  seasonally 

output  of  autos  and  trucks. 
Jing  index  was  virtually  unchanged  in  the  latest  week,  but  the 
>ed  index  declined  from  257.4  to  257.1. 


index  copyright  1996  by  The  McGraw-Hill  Coi 


UNO  INDICATORS 


PRICES  (3/29)  S&F  500 


BW  leading  index  copyright  1996  by  CIBCR 


LATEST      WEEK  YEARLY 
WEEK        AGO     %  CHG 

649.27     650.83  29.2 


RATE  BOND  YIELD,  Aaa  (3/29) 

7.39% 

7.41% 

-8.5 

RIAL  MATERIALS  PRICES  (3/29) 

109  8 

109.8 

-3.6 

SS  FAILURES  (3/22) 

345 

318r 

23.2 

STATE  LOANS  (3/20)  billions 

$507.0 

$508  8r 

8.2 

SUPPLY,  M2  (3/18)  billions 

$3,693.9  $3,683.7r 

2.6 

CLAIMS,  UNEMPLOYMENT  (3/16)  thous 

386 

352 

10.9 

I:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
rtoody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data  on 
failures  and  real  estate  loans. 


REST  RATES 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

IL  FUNDS  (4/2) 

5.29% 

5.23% 

6.20% 

RCIAL  PAPER  (4/3)  3-month 

5.36 

5.37 

6.15 

ICATES  OF  DEPOSIT  (4/3)  3  month 

5.35 

5.34 

6.15 

MORTGAGE  (3/29)  30-year 

8.00 

8.05 

8.59 

FABLE  MORTGAGE  (3/29)  one  year 

5.77 

5.77 

6.37 

(4/3) 

8.25 

8.25 

9.00 

:   Federal  Reserve.  HSH  Associates,  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (3/30)  thous.  of  net  tons 

2, 103 

2,09o# 

5.8 

AUTOS  (3/30)  units 

1 17,388 

79,190r# 

-20.4 

TRUCKS  (3/30)  units 

126,582 

90,451r# 

5  8 

ELECTRIC  POWER  (3/30)  millions  of  kilowatt-hrs 

57,670 

57,876# 

4.9 

UKUUt-UIL  HcrlNINu  (3/30)  thous.  of  bbl./day 

14,044 

13,834# 

4.2 

COAL  <  3/2  31  thous  (it  net  tons 

21,404# 

21 ,256 

3  4 

PAPERBOARD  (3/23)  thous.  of  tons 

882  3ff 

864.0 

-5.4 

PAPER  (3/23)  thous  of  tons 

817. 0# 

808  0 

-4.6 

LUMBER  (3/23)  millions  of  ft. 

460. 9# 

447.4 

2.4 

RAIL  FREIGHT  (3/23)  billions  of  ton-miles 

25. 2# 

25.3 

-1.2 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute.  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA1,  SFPA2,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (4/3)  $/troy  oz. 

394  650 

400.350 

1.1 

STEEL  SCRAP  (4/2)  #1  heavy,  $/ton 

1  39  00 

139  on 

1.1 

COPPER  (3/30)  e/ib. 

119.9 

121.0 

-17.4 

ALUMINUM  (3  30)  ib 

77.9 

76.5 

-13.0 

COTTON  (3/30)  strict  low  middling  1-1/16  in.,  e/lb.  82.32 

82.18 

-15.5 

OIL  (4/2)  $/bbl. 

22.45 

22  26 

17.7 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (4/3) 

106.89 

106.61 

84.15 

GERMAN  MARK  (4/3) 

1.48 

1.49 

1.38 

BRITISH  POUND  (4/3) 

1.53 

1.52 

1.61 

FRENCH  FRANC 

5.04 

5.07 

4.79 

ITALIAN  LIRA  (4/3) 

1562.7 

1579.5  1712.9 

CANADIAN  DOLLAR  (4/3) 

1.36 

1.36 

1.39 

MEXICAN  PESO 

7.508 

7.540 

6.360 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


ta  in  the  production 
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indicators  are 
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>easonally  adjusted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense 
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HE  WEEK  AHEAD 

SALES 

!y,  Apr.  11,  8:30  a.m.EDT*  Retail 
obably  increased  by  0.3%  in  March, 
:  median  forecast  of  economists  sur- 
y  mms  International,  one  of  The 
i-Hill  Companies.  Store  sales 
by  0.8%  in  February,  led  by  a  2% 
car  dealers.  Excluding  vehicle  sales, 
jying  likely  rose  0.1%  in  March, 
0.4%  advance  in  February.  That's 
ed  by  the  weekly  surveys  of  depart- 
ores  and  other  retailers. 

CER  PRICE  INDEX 

3y,  Apr.  11,  8:30  a.m.EDT  >■  Produc- 
is  of  finished  goods  probably  rose  a 
.4%  in  March,  after  falling  0.2%  in 


February.  That  decline  reflected  a  drop  in 
energy  prices,  but  fuel  costs  have  edged 
back  up  since  then.  Even  with  the  expected 
rise  in  March,  producer  inflation  should 
remain  near  2%.  Inflation  further  back  in 
the  production  process  is  also  mild:  The 
prices  of  intermediate  supplies  rose  1.1% 
in  the  year  ended  in  February,  and  crude- 
material  prices  were  up  4.2%. 

CONSUMER  PRICE  INDEX 

Friday,  Apr.  12,  8:30  a.m.EDT  ►  The  mms 
median  forecast  expects  that  consumer 
prices  rose  by  0.3%  in  March,  after  a  0.2% 
gam  in  February.  As  with  the  producer  price 
index,  the  March  rise  is  suggested  by  high- 
er energy  costs.  Excluding  food  and  energy, 


prices  likely  increased  0.2%,  the  same  gain 
as  in  February.  Inflation  continues  to  be 
quite  tame  with  two  exceptions:  Housing 
costs  are  beginning  to  show  some  uptrend, 
and  entertainment  costs  have  increased  by 
3.8%  over  the  past  year. 

BUSINESS  INVENTORIES 

Friday,  Apr.  12,  10  a.m.EDT '►  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  probably  rose  0.2%  in  February, 
says  the  mms  report.  That's  after  a  0.6% 
gain  in  January.  However,  the  bad  weather 
of  January  prevented  some  companies  from 
shipping  out  goods.  Factories  have  already 
reported  a  0.2%  increase  in  their  invento- 
ries in  February. 
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With  over  17,500  specialists  worldwide, 
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about  any  computer  environment  work 
.better.  For  more  details,  visit  our  Web  site 
at  http://www.hp.com/go/4service. 

HP  works  on  your  side. 


•  NETWORK  MANAGEMENT 


f£3§  HEWLETT 
wLEM  PACKARD 

124  BUSINESS  WEEK  /  APRIL  15.  1996 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Advanta  Financial  99 
Advisory  Board  99 
Aetna  (AED  41 
Airbus  Industrie  64 
Air  France  6 

Airtouch  Communications  40 
Allegheny  Ludlum  (ALS)  53 
American  Airlines  (AWA)  53 
American  Express  (AXP)  102 
America  Online  (AMER)  78, 87, 

108 
Amway  53 

Andersen  Consulting  45 
Applebee's  International 
(APPB)  90 

Apple  Computer  (AAPL)  22, 78 

Associated  Press  71 

AT&T  (T)  19,  38, 40.  78, 118E2 

B 


Bally  Entertainment  (BLY)  53 
B&W  8 

B&W  Auto  Salvage  99 
Bankers  Trust  (BT)  12 
Barilla  (G&R)  102 
Bausch  &  Lomb  (BOL)  12 
Bell  &  Howell  (BHW)  101 
Bell  Atlantic  (BEL)  40 
Bender  Secunties  100 
Bernstein  (Sanford  C.)  42, 44 
Bertelsmann  64,  65 
Boeing  (BA)  38 
Booz  Allen  &  Hamilton  102 
Bnnker  International  (EAT)  90 
British  Telecommunications 
(BTY)  61,64 
Buck  Consultants  41 
Burl*  102 


Cable  &  Wireless  (CWP)  64 
Campbell  Soup  (CPB)  102 
Canon (CANNY)  71 
Capital  Cities/ABC  (CCP)  55 
Carter  Hawley  Hale  101 
CBS  (CBS)  55 

Center  for  Financial  Research  & 

Analysis  101 
Chalk  Hill  Winery  50 
Chili's  Grill  &  Bar  90 
China  Coast  90 
Chrysler  (C)  106 
Ciba-Geigy  64 
Citibank  (CCD  30.53,116 
CLT  64,  65 
Coca-Cola  (K0)  6 
Commerzbank  93 
Compagnie  de  Suez  92 
Compaq  Computer  (CPQ)  19, 120 
CompuServe  78. 101 
Computer  Sciences  (CSC)  45 

finriH  t  78 
Corel  (COSFF)  22 
CountryBaskets  118 
Cowen  42,78 
Credit  Lyonnais  96 
(.yhHHii'hw.if,  mI  „ilein  108 


Darden  Restaurants  (DRI)  90 
DeBartolo  Realty  43 


Delphi  Automotive  (GM)  106 
Delrma  120 

Delta  Air  Lines  (DAL)  102 
Denny's  90 
Deutsche  Bank  96 
Deutsche  Morgan  Grenfell  1 1 8 
Dewey  Ballantme  60 
Diamond  Fields  Resources  53 
Digital  Equipment  (DEC)  55,101 
Digital  Video  Investments  78, 101 
DocuMagix  120 
DRI/McGraw-Hill  (MHP)  30 


Eastman  Kooak  (EK)  58,60,71 
Elder  Care  Connections  116 
Electronic  Data  Systems  (GME)  45 
Elektroson  22 
Epson  America  71 
Exxadon  Technology  77 
ETC  38 
Exxon  18E10 


Fair  Isaac  99 
Falconbndge  53 
Federal  Express  (FDX)  60,  78 
Financial  Strategies  & 
Services  116 
Fmd/SVP  78 

First  Interstate  Bancorp  (I)  99 

Fluor  (FLR)  38 

Fokker  64 

Ford  (H  92,106 

Forrester  Research  78 

France  Telecom  40 

Fuji  Photo  Film  (FUJIY)  58.  60, 71 

Fujitsu  120 

Furman  Selz  45 


Gabelli  Funds  101 
Gallo  (E.&  J.)  50 
Gemini  Consulting  41 
General  Mills  (GIS)  90 
General  Motors  (GM)  35. 45,  64, 
101,106 

Getty  Petroleum  (GTY)  6 

Goldman  Sachs  53,64 

Gomberg  Fredrikson  50 

Grace  (WR )  (GRA)  102 

Grand  Metropolitan  (GRM)  92 

Grant  Thornton  46 

Grey  Advertising  (GREY)  102 

GTE  (GTE)  102 

Gucci  Group  101 

H 


Haligman  &  Lottner  8 
Hambrecht  &  Quist  78 
Hamburger  Hamlet  90 
H&R  Block  (HRB)  46,78,101 
Hannoch  Weisman  116 
Hanson (HAN)  92 
Harcourt  General  (H)  101 
Hasselblad  71 
Headlands  Group  118 
Hewlett-Packard  (HWP)  19,22, 
120 

HomeBase  8 


IBM  (IBM)  13,78 


Identica  Partnership  6 
IFR  Securities  Data  64 
Inco(N)  53 

Individual  Asset  Planning  118 

Industry.Net  14 

Integral  Capital  Partners  78 

Intel  (INTL)  19 

Investcorp  International  101 

Iomega  (I0MG)  22 

ITT  (ITT)  6,53 

K 


Kavilco  8 
Kearney  (A  T.)  45 
Kendall-Jackson  Winery  50 
Kirch  Group  42,  65 
Korn/Ferry/CarreVOrban  94 

L 


Lehman  Brothers  (LEH)  6, 96 
Liggett  Group  44 
Limited  (LTD)  101 
Logitech  120 

M 


Masco  (MAS)  53 
Mattel  (MAT)  53 
McDonald's  (MCD)  67 
McGraw-Hill  (MHP)  120,123 
MCI  (MCIC)  55,  78 
Metatec  (MFJA)  101 
MetraHealth  41 

MFS  Communications  (MFST)  40 
Microsoft  (MFST)  78,19,53,87 
Minolta  71 

Mitchell  Medical  Billing  118E4 
MMS  International  (MHP)  123 
Morgan  (J.R)  (JPM)  45, 64 
Morgan  Stanley  (MS)  64,100, 
118 

Morrison  Restaurants  (Rl)  90 
N 


NBC  78 

Neiman-Marcus  (NMG)  101 
Netscape  Communications 
(NSCP)  19,78 
New  Line  Television  87 
News  Corp.  (NWS)  78 
New  York  Life  Insurance  41 
Nikon  71 
Novell  (N0VL)  19 
Nynex(NYN)  40 

O 


Olive  Garden  90 

Olsten  Kimberly  QualityCare  116 

Oppenheimer  41 

Oryx  Systems  118E2 

P 


Pacific  Mobile  Bell  118E2 
Pacific  Telesis  (PAC)  40 
Paul  Weiss  Rifkind  Wharton  & 

Garrison  96 
Paychex  116 
PepsiCo  (PEP)  6, 78 
Philips  Electronics  (PHG)  22,  58 
Physician  Reliance  Network 

(PHYN)  101 
Pizza  Hut  (PEP)  78 
Planet  Hollywood  53 
Polaroid  (PRD)  71 
Procters  Gamble  (PG)  12,53.78, 

102 

Prodigy  Services  78 
Pro  Ned  92 

Prudential  Securities  90 


Quantum  Restaurant  (KRG)  90 


Rand  67 

Rank  Organization  (RANt 
Raytheon  (RTN)  38 
Red  Lobster  90 
Ricoh  71 

Ridgewood  Power  77 
Riggs  International  38 
RJR  Nabisco  (RN)  44 
Robertson  Stephens  38 
Rouse  (ROUS)  43 
Ruby  Tuesday  90 


Saatchi  &  Saatchi  102 
Saks  Fifth  Avenue  101 
Salomon  Brothers  (SB)  ( 
Sandoz  64 

SBC  Communications  (S 
Sears  (S)  78 
Sfuzzi  90 
Shoney's  (SHN)  90 
Silicon  Graphics  (SGI)  51 
Societe  Generale  96 
Sony(SNE)  71 
Southam  71 
Sprint  (F0N)  40 
Standard  &  Poor's  (MHP) 
Sun  Microsystems  (SUNV 

T 


Taco  Bell  (PEP)  6 
Tandy  (TAN)  78 
Technomic  90 
Tele-Communications  (T( 
Teledyne  (TDY)  53 
Telefonns  de  Mexico  40 
Teradyne  (TER)  102 
Texas  Oncology  101 
Thomas  Publishing  14 
Tiger  Management  14 
Time  Warner  (TWX)  55,! 
Travelers  (TRV)  41 
TRW  (TRW)  38 
Turner  Broadcasting  (TB! 

U 


UMAX  120 
Unilever  (UL)  92 
Union  Bank  of  Switzerlan 
United  HealthCare  (UNH) 
United  News  &  Media  61 
United  Parcel  Service  60 
U.S.  Healthcare  (USHC)  >. 
USWest(USW)  40 

V 


Viacom  (VIA)  42, 87 
Vickers  92 

Virtual  Reality  Labs  22  . 
Vision  71 

Visioneer  (VSNR)  120 
W 


Wal-Mart  Stores  (WMD  f 
Walt  Disney  (DIS)  53,78 
Wells  Fargo  (WFC)  99 
Westrex  14 
WHXtWHX)  53 
Wildfire  Communications 
Wisnik  Career  Strategies 
World  Equity  Benchmark 
Shares  118 


Xerox  (XRX)  38,120 


Yankee  Group  45 


Business  Week  (ISSN  0007-7135)  published  weekly,  except  fa  one  issue  in  January,  by  The  McGraw-Hill  Companies,  Inc.  Executive, 
Circulation,  and  Advertising  Offices  1221  Avenue  of  the  Americas,  New  York,  N  Y,  10020.  U.S.  subscriber  rate  $49.95/year;  Can. 
$69/year, Second-class  postage  paid  at  New  York.  N  Y  .  and  at  additional  mailing  offices  Postage  paid  at  Montreal,  P.O..  Canada  Post  Int 
Publications  Mail  Product  Sales  Agreement  No  246484,  Postmaster  Send  address  changes  to  BUSINESS  WEEK.  P.O.  Box  430,  Hghtstawi,  N. 


vestment  Figures  of  the  Week 


ITARY 

s  charged  ahead,  with  the 
s  industrial  average 
18  points  to  a  record  of 
n  Apr.  3.  But  broader  in- 
;h  as  the  Standard  & 
0-stock  index  and  the  nas- 
losite  both  were  under 
ird  highs.  Cyclical  and 
-chip  makers  led  the 
Bonds  and  the  dollar  fell, 
ers  expressing  concern 
ise  in  Japanese  interest 
onomic  news,  such  as  a 
an-expected  gain  in  con- 
ending,  discouraged 


STOCKS 

Apr.  Oct. 


Mar.  28-Apr.  3 


BONDS 

Apr.  Oct. 


Apr.     Mar.  28-Apr.  3 


THE  DOLLAR 

Apr.       Oct.  Apr. 


Mar.  27-Apr.  3 


3 


r  655.88 

655 


1515 
1506.89 


52-week  change 


1-week  change 


52-week  change 


1-week  change 


52-week  change 


-week  change 


+29.7% 

+  1.1% 

+6.2%  +0.5% 

+6.9% 

-0.3% 

KET  ANALYSIS 

ICKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 

COMPANIES  (S&P  MidCap  Index) 
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+  1.27% 


R 

Treasury  bonds 
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Money  market  fund 
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-0.84% 


Dn  this  page  are  as  of  market  close  Wednesday,  Apr.  3,  1996,  unless  otherwise  mdi- 
dustry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as 


of  market  close  Apr.  2.  Mutual  fund  returns  are  as  of  Mar.  29  Relative  portfolios  are  valued  as 
of  Apr.  2.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


THE  REAL  ASIAN  THREAT:  MERCANTILISM 


Brace  yourselves  for  this  image:  American  President  Bill 
Clinton  and  Japanese  Prime  Minister  Ryutaro  Hashimo- 
to standing  together  in  Japan,  declaring  victory  on  the  trade 
front  while  reafmrning  their  countries'  security  ties.  With  ten- 
sions high  in  the  Taiwan  Strait  and  on  the  Korean  peninsula, 
photos  of  Clinton  and  Hashimoto  during  their  mid-April 
meeting  will  suggest  a  return  to  the  cold-war  focus  on  secu- 
rity over  economic  interests.  We  think  it  is  geopolitical  Kabu- 
ki  at  best  and  dangerous  denial  for  all  parties  concerned. 

The  truth  is  that  while  Clinton  and  Hashimoto  will  gain  do- 
mestic political  advantage  posturing  as  defenders  of  free- 
dom, there  is  no  serious  threat  to  Japan  or  the  U.  S.  China  is 
simply  not  the  kind  of  security  threat  to  the  U.  S.  that  the  So- 
viet Union  was  during  the  cold  war.  But  the  more  Washing- 
ton and  Tokyo  talk  about  "security,"  the  more  they  demonize 
China  and  bolster  the  power  of  the  People's  Liberation  Army 
and  hard-liners  in  Beijing. 

The  real  challenge  to  American  national  interests  in  Asia  is 
mercantilism.  State-directed  capitalism  and  protectionism  are 
doing  serious  harm  to  U.  S.  national  interests  by  impairing  ex- 
ports, foreign  investment,  economic  growth,  and  the  creation 
of  high-paying  jobs.  Worse,  mercantilism  is  undermining  pub- 
lic support  for  free  trade  in  America  and  inviting  a  return  to 
isolationism.  As  long  as  mercantilism  prevails,  the  theoretical 
fruits  of  free  trade  will  be  lost  on  millions  of  Americans  who 
lose  jobs  and  income.  Japan  is  exporting  its  economic  model  to 
all  of  Asia.  Korea  was  its  first  protege,  Malaysia  followed,  and 
now  China  is  flirting  with  mercantilism.  In  fact,  by  treating 
China  as  a  security  threat,  the  U.  S.  is  only  reinforcing  the 
power  of  the  military  and  the  state  in  the  economy. 

China  today  is  being  held  to  a  moral  double  standard.  Rus- 


sia's Boris  Yeltsin  sends  in  troops  that  kill  30,000  Cheche: 
gets  warm  embraces  from  the  West.  But  Jiang  Zemin,  £ 
erate  struggling  against  hard-liners,  doesn't  warrant  a 
dential  visit.  U.  S.  negotiators  take  40  year's  to  persuade  1 
to  stop  piracy  but  demand  instant  action  from  China, 
ington  maintains  smooth  relations  with  Seoul  after  a  di< 
ship  kills  hundreds  of  students  and  workers  in  Kw 
Province  in  1980.  But  China  gets  ostracized  over  human 
after  Tiananmen  Square.  China  gets  zero  credit  for  abam 
North  Korea,  but  is  condemned  for  overreacting  to  Ta 
feint  toward  independence.  Where's  the  balance? 

The  upcoming  summit  in  Tokyo  is  a  chance  to  ask  wr 
strategic  post-cold-war  American  interests  in  Asia  ai 
what  policies  should  be  used  to  achieve  them.  There 
doubt  that  the  U.  S.  should  play  a  key  balance-of-powe 
in  Asia.  Indeed,  China  and  most  of  Asia  have  made  il 
they  prefer  a  U.  S.  military  presence  to  a  rearmed  Jaj 

The  security  review  should  include  the  issue  of  bi 
sharing.  What  should  be  the  quid  pro  quo  for  secui 
Asia?  It  is  not  unreasonable  to  ask  Japan  and  others  t 
on  additional  military  responsibilities  and  to  lower  theii 
cantilist  barriers  in  exchange  for  security.  The  U.  S.  f 
policy  and  security  elite  believe  security  should  be  con 
ly  divorced  from  economic  issues.  Some  go  so  far  as  t 
gest  that  providing  security  is  a  perk  of  global  power. 

We  don't.  American  workers  can't  be  expected  to 
economically  to  protect  Asians  from  one  another.  The 
should  instead  bring  its  focus  back  to  its  real  national 
est — busting  mercantilism  worldwide.  Posturing  in 
about  military  threats  that  aren't  there  will  simply  hid 
nomic  conflicts  that  will  not  disappear  during  election 


STOP  SAROTAGING  SENSIRLE  REFORMS 


It  used  to  be  hard  to  find  an  anarchist  in  America,  and  the 
only  ones  were  on  the  left.  Now,  there  are  lots — but 
they're  holed  up  on  the  right.  Among  the  strangest  are  kooks 
in  Congress,  where  they  are  attacking  reasonable,  moderately 
conservative  policies. 

The  latest  example  is  the  attack  on,  of  all  things,  vouchers. 
Conservative  Republicans  and  the  Clinton  Administration 
have  agreed  to  streamline  the  huge  federal  job-training  effort. 
Instead  of  dozens  of  inept  programs,  Congress  wants  simply 
to  give  vouchers  to  individuals  to  buy  their  own  training.  As 
part  of  the  legislation,  an  electronic  job  bank  would  help 
match  up  workers  and  available  jobs,  and  high  school  voca- 
tional programs  would  be  retooled.  Great  ideas,  right? 

Not  for  conspiracy  buffs.  The  right-wing  Eagle  Forum 
and  the  Family  Research  Council  are  successfully  attacking 
the  retraining  legislation  as  Big  Brother  interference  in  the 
lives  of  all  Americans.  The  former  darkly  talks  about  people 


being  forced  to  work  in  only  those  occupations  determir 
the  government.  The  latter  believes  the  bill  will  force  a 
looking  for  a  job  to  go  through  a  government  computer 

The  same  kind  of  "any  government  is  bad  govern 
cant  is  destroying  hopes  of  curbing  illegal  immigratioi 
proposal  to  come  out  of  the  Commission  on  Immigratic 
form  is  to  allow  employers  to  use  a  computer  sysfc 
match  Social  Security  numbers  with  the  true  identit 
their  holders.  It  now  costs  illegal  immigrants  $400  to  bu; 
id.  Since  everyone  already  carries  a  Social  Security 
the  effort  is  benign.  But  if  you  believe  in  conspiracies, 
nefarious  attempt  to  force  people  to  obtain  yet  anothe: 
ernment  card  for  a  job.  Fierce  opposition  is  building  ir 
gress  against  any  ID  verification. 

It's  time  to  end  this  sabotage  of  sensible  policy, 
gress  must  get  on  with  improving  the  legitimate  functi 
government. 
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allowance,  a  bed,  a  t.v,  a  minibar  and  a  phone  with  everything  from  room  service  to  extra 
pillows  awaiting  your  call.  For  reservations  call  your  travel  counselor  or  800.228.3000. 
Westin  by  internet;  http://www.westin.com 
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WILD  BLUE  YONDER 


JOCKEYING  FOR  JAPANESE  RUNWAYS 


THE  HOTTEST  TRADE  TIFF 

isn't  between  Washington 
and  Tokyo.  It's  among 
U.  S.  airlines  over  in- 
creased access  to  Japan- 
ese airports,  and  it 
threatens  to  undermine 
upcoming  trade  negotia- 
tions on  the  issue.  Two 
U.  S.  carriers,  United  and 
Northwest,  actually  op- 
pose holding  these  talks. 
Reason:  Thev  have  a  lock 
on  63%  of  the  U.S.  - 
flights  between  the  two  coun- 
tries— and  fear  that  that  will 
be  diminished. 

Northwest  (with  37%  of 
the  flights)  and  United  (26%) 


TALK  SHOW  an  is  an  acknowledgment  that  Congress  is 
incapable  institutionally  of  stopping  pork-barrel  spending 

— Senator  John  McCain  (R-Ariz.),  applauding  Bill  Clinton's 
signing  the  line-item  veto  into  law 


THREE'S  A  CROWD:  No  U.S.  solidar 


benefit  from  landing  slots  se- 
cured under  a  1952  treaty. 
Japanese  flights  garnered 
Northwest  $1.6  billion  in  op- 
erating revenue  last  year 


(United  doesn't  break  out 
Japan  figures).  Rivals  Ameri- 
can, Continental,  TWA,  and 
Delta  are  all  crying  foul,  ar- 
guing that  allowing  them 
greater  access  to  Japan 
would  increase  travel  de- 
mand, so  no  one  proba- 
bly would  lose. 

Nonsense,  say  North- 
west and  United,  who 
contend  that  the  Japan- 
ese won't  permit  U.  S. 
carriers  to  increase  their 
presence  very  much. 
Tokyo  is  likely  to  take  its 
usual  hard  fine.  One  indi- 
cation: A  recently  con- 
cluded pact  gained  U.  S. 
"  freight  carriers  little  new 
access  to  Japan.  Washington's 
trade  negotiators  will  only 
say  that  they  don't  want  any 
American  carrier  to  lose  any- 
thing.     Christina  Del  Valle 


THE  FEDS 

WHO  WILL  SAVE 
COMMERCE  NOW? 

THE  COMMERCE  DEPT.'S  FOES 

are  going  to  lay  off  the  criti- 
cism briefly  out  of 
respect  for  Ron 
Brown.  And  then 
they  will  pounce 
again.  Without  the 
feisty,  politically 
savvy  Secretary 
around  to  fend 
them  off,  the 
agency's  opponents 
may  have  a  better 
shot  at  shrink- 
ing— if  not  elimi- 
nating— Brown's  BROWN 


old  fiefdom  at  14th  and 
Constitution. 

Senate  Majority  Leader- 
Bob  Dole  (R-Kan.),  the  GOP 
Presidential  standard-bearer, 
backs  a  bill  to  eliminate  the 
$3.6  billion-a-year  depart- 
ment. So  Com- 
merce is  a  goner 
for  sure  if  the  GOP 
sweeps  the  White 
House  and  Capitol 
Hill  in  November. 
And  even  if  Presi- 
dent Bill  Clinton 
wins  a  second 
term,  the  agency 
wall  see  its  budget 
squeezed  as  long 
as  Republicans 
rule  Congress. 


Megaclout 


And  if  things  go  the  other 
way,  Vice-President  Al  Gore's 
Reinventing  Government 
brigade  will  make  another 
run  at  downsizing  Commerce. 
Gore  tried  in  1993  to  stream- 
line the  agency's  hodgepodge 
of  programs,  ranging  from 
the  National  Aquarium  to  the 
Weather  Service.  But  Brown 
blocked  him. 

Commerce's  defenders  are 
worried  that  none  of  the 
leading  candidates  to  succeed 
Brown — White  House  Coun- 
selor Thomas  "Mack"  McLar- 
ty  III,  Commerce  Undersec- 
retary Stuart  Eizenstat,  and 
Acting  Secretary  Mary 
Good — has  Brown's  megaclout 
to  protect  it.     Amy  Bonus 


STREET  NEWS 

INVESTMENT 
BANKERS  TO  GO 

MORGAN      STANLEY  FI 

itself  suffering  a  talent 
mounted  by  a  former 
exec  now  at  Germany's  L 
ing  bank.  Carter  McClell; 
president  of  Deutsche  B 
North  America,  aims  to  t 
the  bank's  investment  bi 
ing  arm,  Deutsche  Mor 
Grenfell/C.  J.  Lawrence,  al 
old  employer's  expense. 

McClelland,  50, 
who  was  Morgan 
Stanley's  adminis- 
trative chief,  just 
hired  his  close 
friend,  Frank 
Quattrone,  who 
headed  Morgan's 
high-tech  invest- 
ment banking  McCi 
group.  McClelland  " 
also  landed  eight  Mor 
staffers  to  build  a  30-pei 
technology  boutique,  ] 
about  a  dozen  Morgan  ] 
from  other  areas.  Mor 
says  it  managed  to  re 
many  staffers  dmg  wante 

People  close  to  the  b£ 
say  McClelland  is  pai 
Quattrone  and  pals  amp 
including  an  equity  stak 
the  tech  group,  up  to  50£ 
pretax  profits,  and  pi 
sharing  in  a  $50  million  1 
ture-capital  pool.  One  A 
gan  analyst  was  offeree 
million  over  three  years 
from  $250,000  a  year.  Mc( 
land  insists  all  comp  is  tie 
results.  Leah  Nathans  S; 


RAIDI 


CAR  TALK 


LITTLE  HATCHBACK  MAKES  BIG  TRACKS 


ITALY  S    FIAT    IS    READY  TO 

unveil  its  new  "world  car," 
the  Palio.  Other  auto  makers 
have  rolled  out  ambitious 
world  car  programs,  such  as 
Opel's  Corsa.  But  these  mod- 
els are  mostly  targeted  at  the 
developed  European  and 
American  markets. 

Fiat's   Palio,   at  sticker 


prices  limning  from  $7,000  to 
$8,000,  is  the  first  modern  car 
specifically  designed  for  the 
emerging  economies  of  Latin 
America,  Africa,  and  Asia, 
with  a  toughened  chassis  for 
rough  terrain. 

The  company's  strategy  is 
risky.  These  countries,  though 
growing  fast,  are  susceptible 


to  runaway  inflation  and  po- 
litical upheaval,  which  can  kill 
consumer  demand  fast.  But 
if  Fiat  can  endure  the  turbu- 
lence, it  could  grab  substan- 
tial pieces  of  the  world's 


fastest-growing  car  mart 
where  the  company  forec 
a  140%  car-market  expan 
by  2004.  Until  now,  manu 
turers  who  sought  sale: 
the  Third  World  usually 
cycled  old  models  th 
Fiat  is  gearing 
plants  for 
great  new  ad^ 
ture   in  Br; 
Argentina, 
Poland. 
John  Rost 
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The  NEW  Corel'  WordPerfect®  Suite  for 
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level  of  power  and  value  to  the  world's 
best  word  processor.  Delivering  all  the 
standard  office  suite  features  plus 
powerful  graphics  and  Internet 
capability,  the  Corel  WordPerfect  Suite 
packs  so  much  power  and  so  much  value 
into  one  CD-ROM  it  leaps  far  ahead  of 
Microsoft*  Office. 


WordPerfect 


Corel  WordPerfect  Suite  for  Windows  3.1x 
CD-ROM  version1  includes: 


Core!  WordPerfect  6.1 
Corel  Quattro'  Pro  6.0 
Corel  Presentations"'  3.0 
CorelFLOW  "  2 
Sidekick ,M  2.0 


Dashboard1  3.0 
Corel  Screen  Saver 
Envoy""  1.0 
150  fonts 

10,000  clipart  images 


The  figures  speak  for 
themselves.  When  people 
choose  a  standalone  word  A 
processor,  they  choose  m 
WordPerfect.  In  fact, 
WordPerfect  has 
consistently  outsold  and 
outperformed  Microsoft 
Word  for  Windows  3.1x  and 
Windows  95. 


-Other  2% 


U  S  shipments  of  standalone 
word  processors.  1995 — 1  77  million  unit 
Source  Computer  Intelligence  InfoCorp 


WordPerfect  3.5  for  Macintosh1  beats 

Microsoft  Word  for  Macintosh  for 
MacUser  1995  Editor's  Choice  Award. 
MacUser,  December  1995 

WordPerfect  6.1  for  DOS 
receives  Editor's  Choice. 
PC  Magazine,  November  1995 

WordPerfect  6.1  beats 
Microsoft  Word 
for  Windows  95  for  Editor's  Choice. 
PC  Magazine,  November  1995 


Includes  everything  in  the 
Corel  WordPerfect  Suite, 

plus  GroupWise™  4.1 
E-mail  client  license  and 

Paradox"  5.0  database. 


The  only  spreadsheet  that 
seamlessly  uses  files  from 
all  three  major  spreadsheet 
programs:  Quattro  Pro, 
Microsoft  Excel  and  Lotus  1-2-3  ' 


Easy,  powerful 
presentations  in  minutes, 
with  sophisticated 
transitions,  sound 
and  more. 


•SOFTWARE 

•SPECTRUM  1-800-824-3323 


Software  Spectrum  gives  you  all  the  convenience  ol  toll-free 
shopping  Friendly,  knowledgeable  salespeople  who  know 
more  than  just  prices  Reliable  technical  support  Plus  same- 
day  shipping  ol  orders  received  before  4  00  pm  (Central) 

CALL  TODAY 

7  am  to  7  pm  (Central) 


Call  now  for 
Software  Spectrum  pricing! 


http://www.corel.com 
Call  now  for  faxed  literature! 

1-613  728-0826  ext  3080 


SLUGFESTS 

PRU'S  MACHO-NACHO 
BROUHAHA  

A   PRUDENTIAL  SECURITIES 

executive,  irate  over  waiting 
for  a  table  in  a  popular  Balti- 
more bistro,  sought  revenge 
by  closing  its  Pru  checking 
account.  As  a  result,  a  $7,913 
check  in  the  mail  to  a  food 
supplier  bounced. 

That's  what  Patrick  "Scun- 
ny"  McCusker,  owner  of  Na- 
cho  Mama's,  charges  in  a  $50 
million  lawsuit  he  has  just 


McCUSKER:  Check  bounced 

filed  against  Prudential. 
McCusker  says  that  the  inci- 
dent left  him  with  a  dead- 
beat's  reputation.  At  the  cen- 
ter of  the  dispute  is 
McCusker's  cash-management 
account,  where  Prudential 
collects  a  small  business' 
credit-card  receipts  and  puts 
them  in  an  account  earning 
rates  higher  than  what  banks 
pay.  The  business  draws  on 
the  account  to  write  checks. 

According  to  the  suit,  the 
trouble  started  when  local 
Prudential  Branch  Manager 
Charles  Baber  grew  loud  and 
abusive  over  the  wait,  threat- 
ening: "The  next  time  Scun- 
ny's  check  comes  across  my 
desk,  see  if  it  clears."  Then 
Baber  allegedly  marched  to 
a  pay  phone  to  cancel  the 
owner's  account.  Prudential 
admits  there  was  a  tiff  be- 
tween Baber  and  McCusker, 
but  blames  the  bounced  check 
on  a  clerical  error.  Baber  de- 
clines to  comment.  McCusker 
has  moved  his  account  to  a 
bank.  Roy  Furchgott 


IPO  TURKEY  WATCH 


PUSHING  THE  ENVELOPE  ON  PATIENCE 


SOME   INVESTORS  MAY  WISH 

they  could  return  this  stock 
to  sender.  Since  going  public 
at  14  in  late  September,  en- 
velope-maker Mail-Well  has 
lost  almost  half  its  value, 
now  trading 


MAIL-WELL'S  MALAISE 


STOCK  PRICE 

DOLLARS 


APR.  i 



SEPT.  21,  '95  (       i    u  t  ,  ,  ,  ,  x 

'  [:-,  BLOOMBERG  FINANCIAL  MARKETS 

around  8.  Lat- 
est blow:  Mail-Well  recently 
said  first-quarter  earnings 
would  be  well  below  ana- 
lysts' calls — 20(2  to  25(Z  per 
share,  vs.  35c.  Formed  in 
1994  out  of  Georgia-Pacific's 
envelope  unit,  Mail-Well  is 
the  top  U.S.  maker  of  cus- 


tom-designed envelopes. 

ceo     Gerald  Mahoney 
blames  rising  (until  recently) 
paper  costs  and  bad  winter 
storms  for  scaring  off  direct- 
mail  advertisers,  who  are  big 
Mail-Well  customers.  Ma- 
honey expects  a  rebound 
due  to  a  direct-mail  surge 
from  the  Olympics  and 
the  political  season. 

But  analysts  doubt 
hurting  direct-mailers 
will  renew  many  big  or- 
ders in  the  near  future. 
Even  Merrill  Lynch,  Mail- 
Well's  chief  underwriter, 
seems  to  harbor  qualms.  A 
limited  partnership  it  runs, 
Merrill  Lynch  Kecalp,  is  eye- 
ing selling  two-thirds  of  its 
5.6%  stake.  Merrill  denies 
that's  performance-related, 
saying  it  routinely  sells  after 
an  ipo.        Julianne  Slovak 
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DRAWN  &  QUARTERED 


QR,  WE'VE  ^ 

come  up  with 
oust  the  Right 

CfWfkiGN  SLOGAN 
"TO  HELP  YOUR 
RE-ELECTION 


BALLPARK  FIGURES 

GETTING  PLAYERS' 
MINDS  OFF  MONEY 

SUPERMODEL  CHRISTIE 

Brinkley — also  a 
professional  pho- 
tographer— is  us- 
ing her  star  pow- 
er to  save  a  few 
bucks  for  trad- 
ing-card maker 
Pinnacle  Brands. 
She  was  hired  to 
shoot  16  players 
from  last  year's 
World  Series 
teams,  the  Atlanta 
Braves  and  Cleve- 
land Indians.  The 
payoff  for  Pinnacle:  None  of 
the  players  demanded  posing 
fees,  which  can  run  up  to 
$10,000  apiece.  "They  agreed 
to  do  anything  for  her,"  says 
a  Pinnacle  spokeswoman. 
Indians'  bad  boy  Albert 


CHEESE!  Christie's 
no-fee  technique 


Belle,  for  instance,  once 
$50,000  for  screaming  ol 
ities  at  a  reporter,  pose< 
Brinkley's  9-month-old  5 
his  lap.  On  each  card's  t 
self-portrait  of  Br 
with  players 
as  Braves'  ci 
Javier  Lopez 
True,  Pinng 
paying  her  ' 
rates  than 
And  it  mus 
licensing  ft 
the  players' 
and  Major  L 
Baseball. 

Targeting  t 
ish  males, 
Christie  card 
pected  to  she 
in  every  23  packs  of  tb 
nacle  Baseball  Series  II, 
July.  Pinnacle,  doing  w< 
spite  the  strike  (revenr 
80%  in  the  last  two  y 
expects  Brinkley  to  spui 
still  more.        Wend/)  Z 


THE  BIG  PICTURE 


TELECOM  GEAR  TRIUMPHANT 

The  wiring  of  America  continues  at  an  even  more 
feverish  pace  of  late,  more  than  doubling  in  the  past 
three  years.  So  calls  for  new  lines,  switches, 
satellite  links,  and  the  like  are  fattening 
order  books  to  meet  the  Information 
Age's  voracious  demands. 


JAN.  '90  JAN.  '91  JAN.  '92  JAN  '93 
DATA:  DEUTSCHE  MORGAN  GRENFELL,  C  J  LAWRENCE  INC 


JAN.  '95  FEB. 
BILLIONS  OF  D0LLAI 


FOOTNOTES  Average  time  to  hire  salespeople:  64  dayS;  customer  service  reps:  46  dayS;  managers:  90  days 


Annualized  Total 
Return  To  Shareholders  Of  20% 
Over  The  Last  20  Years. 


d?    Providing  shareholder  value 


is  one  of  American  General's 


guiding  principles. 


I  For  instance, 


$1,000  invested  in 


the  S&P  500  Index 


AGC 
$37,664 

S&P  500 
$15,229 


Source: 

Ihbutsun 

Associates 


in  1975  was  worth  $15,229  in  1995. 


#)  Over  the  same  period,  $1,000 


invested  in  American  General 


common   stock   grew   to  more 


than  $37,000  for  shareholders- 


an  annualized  total  return  of  20%. 


@   Headquartered  in  Houston, 


American  General  has  assets  of  $61 


billion  and  shareholders' 


equity  of  $5.8  billion. 


W   For  over  8  million 


households,  we  provide 


retirement  annuities,  consumer  loans 


and  life  insurance.  Making  us  one  of 


the  largest,  most  successful  diversified 


financial  services  organizations  in 


the  country.   €1    For  more  informa- 


tion please  call  (800)  AGC-1111 


AMERICAN 
GENERAL 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


1891.  That  was  then 


A  century  ago  Siemens  pioneered  a  unique  approach  to  apprentice  training 
programs.  It  set  new  standards  for  helping  workers  develop  the  skills  to 
master  state-of-the-art  technology. 


©Siemens  Corporation  1996 


1996.  This  is  now. 


Today  Siemens'  apprentice  and  training  programs  in  the  USA  are  laying  the 
foundation  for  a  highly  skilled  workforce  that's  essential  for  technological 
leadership.  Now,  more  than  ever,  education  is  the  key  to  maintaining  global 
competitiveness.  For  more  than  a  century,  Siemens  has  been  preeminent  in 
the  kind  of  training  programs  that  assure  a  leading  position  in  a  wide  variety 
of  technologies.  Like  automation  systems  that  are  helping  American  industry 
be  increasingly  productive  in  the  years  ahead.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '96.  Box  8003,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 

Visit  our  web  site  at  www.siemens.com  on  the  Internet 
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Readers  Report 


AN  OILY  ASSAULT 
ON  BOB  DOLE? 


Your  article  "Bob  Dole's  oil-patch  pals" 
(Government,  Apr.  1)  raises  profound 
questions:  Why  did  business  week  delib- 
erately refuse  to  thoroughly  and  objec- 
tively research  its  topic  before  publishing 
an  article  casting  aspersions  on  individu- 
als with  strong  records  of  public  ser- 
vice? Why  did  business  week  knowing- 
ly choose  to  base  its  article  on  limited 
and  distorted  perspectives? 

Koch  Industries  cooperated  with 
business  week  by  providing  substan- 
tial and  factually  correct  data  and  addi- 
tional independent  sources  to  confirm 
this  data.  Yet  business  week  chose  in- 
stead to  rely  on  innuendo  and  specula- 
tion instead  of  the  facts.  Why?  Was  its 
desire  to  "get"  Bob  Dole  so  great  as  to 
prompt  the  manipulation  of  the  truth? 
Or  could  it  be  that  business  week  was 
unduly  influenced  by  people  with  hidden 
agendas?  The  article  treated  baseless 
accusations  of  others  as  reliable  and  ig- 
nored facts  provided  by  more  credible, 
verifiable  sources.  In  addition  to  the  dis- 
service you  have  done  to  your  readers, 
your  irresponsible  article  has  injured 
our  company  and  our  employees. 

W.  W.  Hanna,  President 
Koch  Industries  Inc. 

Wichita 

Your  article  on  the  connection  between 
Bob  Dole  and  the  Koch  Industries  gang 
simply  pounds  the  final  nail  into  the  cof- 
fin of  his  hopes  for  the  White  House. 
Aside  from  being  simply  too  old,  he  has 
been  justly  accused  of  having  no  ideas  or 
vision  for  the  country.  Now  we  see  he  is 
also  a  political  hack,  bought  and  paid  for, 
by  a  couple  of  oil  tycoons  in  Kansas. 

Geoffrey  K.  Wascher 
'  Utica,  Mich. 

OUTSOURCING:  HARD  FIGURES, 
HARSH  CRITICISM  

Your  article  "Has  outsourcing  gone 
too  far?"  (News:  Analysis  &  Commen- 
tary, Apr.  1)  misses  what  I  consider  to  be 
the  most  significant  and  potentially  debil- 


itating aspect  of  outsourcing — the 
sion  of  ownership  and  control  ove 
knowledge  base  gained  during  the  e 
tion  of  the  outsourced  activity,  parti 
ly  those  activities  associated  wit 
search  and  development.  I  find  n 
in  a  position  of  doing  "more  with  le: 
an  r&d  environment,  which  trans 
into  outsourcing  some  work  that 
formerly  done  in-house.  By  doing 
lose  the  ability  to  make  and  exploit 
curious  observation  that  might  le 
a  technical  breakthrough  and  pos 
also  to  the  next  profitable  product, 
nology-based  companies  survive  by  < 
oping  and  controlling  a  technical  k 
edge  base,  and  this  cannot  be  effec 
accomplished  by  outsourcing  the  acti 
needed  to  gain  that  knowledge  bas 
David  Cha 
Staff  Sci< 
W.  R.  Grace  i 
Columbia 

WHY  ASSUME  A  PLANNER 
CAN'T  BE  OBJECTIVE?  

Your  recent  article  "Choosing  a 
to  the  money  maze"  (Personal  Bus 
Mai*.  11)  is  reasonably  well  done.  I 
contained  one  assertion  that  is  wi 
foundation:  "It's  usually  best  to 
with  a  fee-only  planner  who  has  no 
cial  stake  in  the  product  he  or  sh< 
ommends."  That  is  as  accurate  as  si 
"It's  best  to  read  a  newsmagazine 
doesn't  accept  advertising  from  cc 
nies  it  writes  about."  Both  stater 
assume  an  inability  on  the  part  c 
provider  (of  planning  advice  or  nev 
be  objective.  I  reject — as  I'm  sur< 
do — that  implication.  You  do  a  d 
vice  to  the  professionals  of  financial 
ning  by  implying  otherwise. 

James  A.  IV! 
Regional  Vice-Pres 
cigna  Financial  Advisors 
Ch 

TAXPAYERS  CAN'T  SUPPORT 
EVERY  RESEARCH  PROJECT 

In  "Does  r&d  need  Uncle  Sam's  1 
(Developments  to  Watch,  Mar.  11) 
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In  the  past,  winning  new  business 
was  a  black  or  white  proposition. 


Introducing  the  future. 
The  HP  Color  LaserJet  5. 


First  impressions  are  important,  but  business 
is  often  won  or  lost  based  on  last  impres- 
sions. So  why  shouldn't  your  proposals  be 
as  impactful  and  persuasive  as  possible? 
With  the  new  HP  Color  LaserJet  5  printer, 
they  can.  Dramatic  improvements  in  tech- 
nology allow  the  Color  LaserJet  5  to  create 
1200  dpi  equivalent  image  quality,  literally 
producing  millions  of  permanent  solid  colors. 
The  Color  LaserJet  5  is  compatible  with  all 
popular  software  and  is  fully  networkable. 
Best  of  all,  with  its  remarkably  low  cost  of 
ownership,  you'll  be  amazed  at  how  little 
it  costs  to  add  color  to  your  documents. 
Call  1-800-LASERJET  Ext.  1443  for  some 
thoroughly  convincing  print  samples.  So  you 
can  start  claiming  business  victories  today. 


Hewlett-Parkard  Company  See  us  at  http://www.hp.com  PE 12593 


EWLETT 
PACKARD 


If  you  think 
it's  a 
dog-eat-dog 
world... 


is  one  of  the  pack, 
same  prey,  then  you're 
ration,  speed,  and  agility 
crets  of  success, 
that  means  to  firms  like 
ms,  Hewlett-Packard, 
ur  own  career. 


SSHarperBusiness 

A  Division  of  HarperCollins  Publishers 

Also  available  front  HarperCoW'insCanadaLtd 
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WHY 
COTTER 
THINKS 
ERTL  BAMS 
AREA 

TRUE  VALUE. 


>un  I  Ian  I  jilliT.  I'ri  sidrni 
and  CEO  of  Cotter  & 
( jimpam.  knows  hammers 
anil  saws.  But  when  he 
wants  to  build  awareness  of  his 
True  Value  Hardware  stores,  he 
turn-  to  us.  That"  because  at  Erll, 
wr  make  llic  highest  ijuahlv  "marketing 
available.  \s  premiums,  sales  incentives, 
anil  company  gifts,  they  do  a  bang-up  job.  Each 
authentically  detailed  classic  vehicle  is  crafted  of  die-cast  metal.  So 
your  company  s  name  anil  logo  not  only  make  a  lasting  impression, 
lin  y  make  an  impression  lliat  lasts.  And  as  Mr.  (jitter  knows,  that's 
noi  |n-t  good  marketing.  It's  "true  value.'  To  order  your  custom 
sample  (with  500  piece  minimum  order)  eall  I -8011-  171-ERTE 


Readers  Report 


reported  a  study  that  concluded  fee 
funds  for  long-term  technology  rese 
by  companies  can  have  the  beneficial 
pacts  of  "speeding)  the  process — an( 
duc(ing)  companies'  risk."  The  key  i 
is:  What  are  the  most  beneficial  u 
of  scarce  taxpayer  dollars?  This  cou 
must  face  up  to  the  fact  that  we  do 
have  the  money  to  fund  every  pet 
gram  that  an  Administration  anxiou 
reelection  can  dream  up.  Hard  chc 
must  be  made,  and  they  should  be  ri 
in  favor  of  legitimate,  basic-science 
search  activities  that  will  provide 
maximum  benefit  to  the  largest  s 
trum  of  the  public. 

Robert  S.  Wa 
Chairman,  Science  Commi 
U.  S.  House  of  Representat 
Washini 

ALL  BUSINESS  WANTS 
IS  A  CAN-DO  WORKFORCE 


.iii.l  .1  unoei  Ik. 


ltd  MoUl  Divirioo,  Central  Motor* 
■10  Ml  t.  IW51Vt.nl  I  iim|u,i, 


"Education  is  business'  business" 
itorials,  Apr.  1)  could  not  have  been  r 
on  target  in  calling  for  companies  to 
involved  in  our  nation's  educational 
cess  for  their  own  good.  A  national 
of  business  executives,  recently  cone 
ed  by  Cannon  Consulting  Group,  fc 
that  executives  couleln't  be  less  impre 
by  the  quality  of  education  in  our  c 
try.  The  net  result  is  the  end  of  loj 
to  a  strictly  domestic  workforce.  S 
77%  of  companies  we  surveyed  hav 
preference  between  hiring  America 
foreign  workers — all  they  want  is 
ployees  with  the  skills  to  do  the  job 
Ellen  Cannon,  Presit 
Cannon  Consulting  Gi 
Chit 
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31995  General  Motors  Corporation  Always  wear  your  safety  belts  Even  with  airbags  See  dealer  for  warranty  details 


Just  picture  it.  You  find  an  exceptionally 
beautiful  car.  So  you  check  the  features. 

Everything  you  want  is  there. 
Anti-lock  brakes.  Airbag.  A/C. 
24-hour  roadside  assistance. 
Even  a  three-year,  36,000  mile 
bumper-to-bumper  limited  warranty 
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with  no  deductible.  Remarkably  all  that  £ 
more  is  included  for  one  low  sticker  price 
'  'IB  But  it  gets  even  better.  You  disco 
the  salesperson  is  actually  Lidtenin^ 
you.  There's  no  need  for  pressure 
hard  sell.  Mostly,  she  just  wantj 
be  helpful  and  answer  all  your  questions 
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SHOPPING 
FOR  /\  CAR 

wour.n 

BE  THIS 
SIMPLE. 


nfortunately,  the  world's  not  perfect. 
:  what's  surprising  is  how  closely  this 
cribes  what  shopping  for  a  new  car  is 
with  General  Motors  Value  Pricing, 
nd  today  you'll  find  over  85  different 
\  Value  Priced  cars  and  trucks.  Our 
ipetitors?  They  'd  prefer  to  sell  you 


a  long  list  of  rather  expensive  options. 

Now  you  may  never  see  an  unusually 
large  hand  directing  you  from  the  clouds. 
But  when  it  comes  to  shopping  for  a  new 
car,  we're  making  it  simpler  every  day. 

General  Motors 
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Draft  beer 
on  board. 


There  may  never  be  a  whole  buffalo  spit-roasted  aboard  our  aircraft.  But  why  shouldn't  we  serve 
beer?  Just  because  others  don't?  So  in  case  the  thought  whets  your  appetite  for  a  Swissair  flight,  it's  only 
tell  you  where  you'll  find  a  frothy  glass:  on  long-haul  daytime  flights  from  Switzerland,  in  Fin 

Business  CSass,  during  summer.  Cheers.  Call  us  at  800  221-4750  or  ask  your  travel  agent. 

Swissair      world's  most  refreshing  air 

Partner  in  the  Delta,  Midwest  Express,  USAir  and  Air  Canada  frequent  flyer  p 


If  they  a  had  IRAs  with 
us,  they'd  probably  have 
become  capitalists. 


til  there's  a  revolution  in  our 
system,  Individual  Retirement 
3unts  (IRAs)  continue  to  offer 
e  outstanding  benefits  when 
ng  for  retirement.  Perhaps  the 
;est  is  tax-deferred  compound - 
Over  a  30  year  period,  for 
nple,  a  $2,000  annual  taxable 
stment  would 
v  to  a  balance 
160,326,  if  you 
led  9%  per 
"  and  were 
le  36%  tax 
:ket.  That  same 
00  annual 


investment  in  an  IRA  would  grow 
to  $216,363  because  of  tax-deferred 
compounding. 

At  Selected  Funds,  we've  been 
helping  investors  since  1933.  We 
offer  four  investment  options 
and  some  of  the  most  experienced 
portfolio  managers  in  the  business. 

Shelby  M.C.  Davis 
with  Selected 
American  Shares 
and  Elizabeth 
Bramwell  with 
Selected  Special 
Shares  have  more 
than  60  years  of 


combined  portfolio  management 
and  analysis  experience.  If  the 
guys  above  had  invested  with  us 
instead  of  going  Red,  they  would 
have  seen  a  lot  more  green. 

For  a  free  prospectus, 
call  1-800-777-8821 


SELECTED 


No-Load  Mutual  Funds  Since  1933 

01996  Davit-  Selected  Advisers,  LP. 


Davis  Selected  Advisers,  L.P.  is  the  distributor  of  The  Selected  Funds,  124  East  Many  Street,  Santa  Fe,  NM  87501 


ita  quoted  represents  past  performance  and  the  investment  return  and  principal  value  of  the  investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed, 
e  worth  more  or  less  than  the  cost.  For  more  information  including  management  fees  and  distribution  charges,  write  or  call  for  a  free  prospectus  and  read  it  carefully 
investing.  The  average  annual  return  for  Selected  American  Shares  for  the  one,  five  and  ten  years  ended  December  31, 1995,  was  38.09%,  16.86%  and  13.67%, 
tivehj.  The  average  annual  return  for  Selected  Special  Shares  for  the  one,  five  and  ten  years  ended  December  31, 1995,  was  34.24%,  14.56%  and  11.81%  ,  respectively. 
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adventures,  or  the  superb  follow-through  at  the 
Sheraton  Grande  Torrey  Pines? 

Overlooking  the  renowned  Torrey  Pines  Championship  Coif  Course  stands  the  magnificent  Sheraton  Grande 
Torrey  Pines.  An  award-w  inning  retreat  that  epitomizes  casual  elegance,  guests  enjoy  breathtaking  ocean  views, 
lighted  tennis  courts,  a  spectacular  pool  and  spa  set  amidst  a  lush  garden  setting  plus  24-hour  personal  butler 
service  and  complimentary  chauffeured  Town  Car  service  within  the  La  Jolla/Del  Mar  area. 
For  reservations,  call  your  travel  professional  or  800-762-6160. 


w 

Sheraton  Grande 
Torrey  Pines 

LA      J   O  I   L  A 

•S..5L  ...  1(LM. 

10950  N.  Torrej  Pines  Road  La  Jolla,  California  92037  Tel.  (619)  558-1500  uTvw.infopost.com/sheiaton/  +- 
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UDDLED  MASSES 
EARNING  FOR  YOUR  JOR? 


imigration  is  a  hotly  debated  top- 
:  these  days,  igniting  passions  and 
plintering  political  camps.  Some 
als  and  unions  agree  with  conser- 
es  such  as  Pat  Buchanan  that  im- 
ants  take  jobs  from  Americans, 
r  liberals  see  anti-immigrant  senti- 
i  as  thinly  disguised  racism  and 
e  with  traditional  conservatives 
America's  history  of  open  arms 
■ibutes  to  the  country's  economic 
ty. 

1  sides  can  learn  from  Roy  Beck, 
dngton  editor  of  The  Social  Con- 
,  a  strident  quarterly  that  deals 
ly  with  immigration  issues.  Beck 
is  no  pretense  of  objectivity,  as  is 
from  the  title  of  his  book.  This 
times  leads  him  to  hyperbolic  ex- 
es, as  when  he  argues  that  Ameri- 
environmental  woes  would  have 
solved  by  now  but  for  the  extra 
people  immigration  has  brought  in. 
also  h  distracting  habit  of  laps- 
lto  leftish  rhetoric, 
ill,  clear  away  the  brush,  and  The 
Against  Immigration  presents  a 
rful  view  that  has  been  ill  argued 
Dponents  of  immigration  and  large- 
lored  by  the  other  side.  The  nub  of 
ise:  Large  immigration  flows  have  a 
endous  impact  on  U.S.  labor  mar- 
And  the  pain  has  been  felt  by  the 
>m  half  of  U.S.  workers,  whose 
is  have  declined  for  two  decades, 
while,  employers  have  benefited 
cheaper  and  plentiful  labor, 
ue,  all  Americans  gain  to  a  degree, 
ise  many  goods  cost  less.  And  afflu- 
amilies  can  more  easily  afford  nan- 
gardeners,  and  housekeepers.  "Un- 
nately,"  Beck  writes,  "the  roster 
imigration  losers  is  much  larger 
includes  some  of  America's  most 
;rable  citizens:  poor  children,  lower- 
id  workers,  residents  of  declining 
n  communities,  large  numbers  of 
an  Americans." 


Some  prominent  labor  economists  re- 
cently have  come  to  similar  conclusions. 
For  years,  most  studies  found  that  im- 
migration had  little  impact  on  American 
jobs  or  pay  levels.  However,  the  studies 
usually  looked  only  at  a  city  or  region. 
More  recently,  economists  such  as 
George  Borjas  of  Harvard  University 
have  conducted  national  studies  that 
found  large  impacts.  Borjas  and  others 
conclude  that  immigration  has  been  re- 
sponsible for  up  to  a  quarter  of  the  in- 
creased pay  gap  between  high-  and  low- 
skilled  workers.  And  new 
arrivals  may  have  been  re- 
sponsible for  up  to  half  of 
the  collapse  in  the  wages 
of  high  school  dropouts 
since  1973,  other  studies 
have  found. 

Beck  also  argues  that 
immigration  may  play  a 
role  in  overall  U.  S.  wage 
stagnation.  Sluggish  pro- 
ductivity growth  since  1973 
has  been  a  central  factor  in 
holding  down  pay.  Howev- 
er, productivity  growth  it- 
self may  have  been  affected  by  the 
surge  in  immigration  that  began  in  the 
1970s.  At  the  same  time,  baby  boomers 
and  women  flooded  the  market,  boosting 
the  supply  of  labor.  This  held  down  the 
growth  of  capital  investment  per  work- 
er, sapping  gains  in  efficiency.  "Con- 
gress picked  a  terribly  inappropriate 
period  of  U.S.  history  to  be  increasing 
the  number  of  U.S.  workers  through 
immigration,"  Beck  writes. 

Unfortunately,  Beck  is  so  eager  to 
castigate  immigration  that  he  sometimes 
undermines  his  own  case.  The  book  ar- 
gues that  the  half-million  annual  average 
inflow  of  immigrants  since  1965  is  com- 
parable to  the  1880-1924  Great  Wave, 
when  nearly  600,000  newcomers  arrived 
on  average  each  year.  (By  contrast, 
178,000  people  entered  annually  between 


Case  Against 

Immiftiatinn 


The  moral,  economic,  social,  and 
environmental  reasons  for  reducing  LIS. 
immigration  hack  to  traditional  levels 


ROY  BECK 


1925  and  1965.)  But  a  half-million  people 
represented  nearly  2%  of  the  workforce 
in  1900,  whereas  it's  less  than  half  a 
percent  today.  This  doesn't  invalidate 
Beck's  points  about  the  past  20  years. 
But  skeptical  readers  may  feel  as  if 
they're  being  taken  for  a  ride  even 
when  they're  not. 

Skeptics  can  learn  something  about 
American  attitudes  toward  immigra- 
tion, too.  Advocates  frequently  invoke 
this  country's  openness  to  newcomers 
and  cite  Emma  Lazarus'  poem  at  the 
Statue  of  Liberty  welcoming  the 
"huddled  masses  yearning  to  be  free." 
"For  all  of  today's  dewey-eyed  remem- 
brances of  'tradition'  and  'openness,' 
however,  mass  immigration  always  has 
provoked  widespread,  deep-rooted  ob- 
jections," says  Beck. 

Indeed,  France  erected  the  Statue  of 
Liberty  in  the  1880s  to  commemorate 
America  as  a  shining  example  of  de- 
mocracy, not  as  a  place  of  refuge,  he 
points  out.  Not  until  17  years  later  did 
friends  of  the  obscure  poet 
hang  a  plaque  with  her 
poem  on  the  statue's 
base — where  it  joined  many 
others.  Subsequent  media 
attent  inn  linked  the  stal  ue 
and  the  poem  and  made 
them  equally  famous. 

And,  Beck  points  out, 
there  is  nothing  new  about 
basing  objections  to  immi- 
gration on  its  effect  on 
American  workers.  For  in- 
stance, in  the  mid-1800s, 
California  employers  broke 
strikes  with  Chinese  workers,  who  ac- 
counted for  25%  of  the  state's  work- 
force by  1880.  Angry  Americans  lashed 
out  with  an  ugly  racial  campaign  that 
culminated  in  the  Chinese  Exclusion 
Act  of  1882.  For  the  next  four  decades, 
anti-immigrant  sentiment  was  a  con- 
stant in  U.  S.  pohtics.  Majorities  in  both 
houses  nf  Congress  voted  to  slow  the 
Great  Wave  five  times  between  1897 
and  1916,  only  to  be  vetoed  by  a  Presi- 
dent. The  Great  Wave  finally  was  halted 
by  legislation  in  1924. 

Today's  immigration  debate  is  as  rid- 
dled with  racial  and  nativist  overtones 
as  ever.  Still,  the  labor-market  impact  of 
newcomers  can't  be  ignored. 

BY  AARON  BERNSTEIN 
Bernstein  covers  workplace  issues  for 
BUSINESS  WEEK. 


BECK  PRESENTS  A  POWERFUL  ARGUMENT  THAT 
IMMIGRATION  HURTS  AMERICA'S  WORKING  POOR 


We've  got  seats  at 
54,000  of  them. 


Hoecbst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  cl 


games  in  Atlanta. 


Take  a  seat,  any  seat. 

No  matter  which  one  you 
choose  at  the  main  stadium  of  the 
1996  Atlanta  Games,  Hoechst  will 
be  there  with  you. 

9Hostalen  GF. 
For  seats  that  can  stand  up 
to  being  stood  on. 

That's  because  the  seats  -  all 
54,000  of  them  -  are  made  from 
Hostalen  GF  from  Hoechst.  This 
amazing  plastic  from  Hoechst 
Australia  not  only  has  the  resiliency 
to  withstand  enthusiastic  throngs 
of  cheering  fans,  it's  specially  for- 
mulated with  ®Hostavin  UV  stabi- 
lizers to  survive  the  hot  Atlanta 
sun,  season  after  season. 

Sure,  for  the  first  three  places, 
there's  gold,  silver  and  bronze. 
For  the  other  54,000,  there's  now 
a  winner  among  plastics. 

Hoechst  Celanese  Corp. 
Route  202-206 
Somerville,  NJ  08876-1258 

Internet: 
http://www.hoechst.com/ 


taff  of  160,000  people  worldwide,  annual  sales  total  $36  billion. 


Hoechst 
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Find  out  how  the  competition 
pays  their  top  dogs. 


You  need  a  single  and 
objective  source  of  executive 
compensation  ^ 
data,  compre-        ^  (  ^^T; 
hensive  in  scope, 
with  the  depth 
both  company  and 
industry  information 

Of  course,  you  also 
need  a  team  of 


Standard  &  Poor's  Compustat 

1-800-357-0769 


experts  offering  custom 
services  to  meet  your  unique 
.needs. 

*J    There's  only  one  choice. 

Standard  &  Poor's 
ExecuComp. 

We've  got  it  all.  Woof. 


■  -  "     ■.  ■' 


ExecuComp 


Standard  &  Poor's 

X  Pn-iucin  .'I  I  lit  MctiniH'  Hill'  ■im/unia 


v  v.  i 


Buy  recycled.  It  would  mean  trie  world  to  them. 

Thanks  to  you,  all  sorts  of  everyday  products  are  being  made  from  materials 
you've  recycled.  But  to  keep  recycling  working,  you  need  to  huy  those  products. 
For  a  free  hrochure,  write  Buy  Recycled,  Environmental  Defense  Fund,  257 
Park  Avenue  South,  New  York,  N'Y  10010,  or  call  1  -800-CALL"E DF. 


fj  ma 


&EPA 


ENVIRONMENTAL 

DEFENSE  H"r*ff 
FUND  P 
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ADVERTISING 


n  1995  the  Greek  economy  entered  into  an  era  of  economic 
recovery.  Close  adherence  to  the  Convergence  Programme 
brought  down  inflation  rate  to  single  digit  for  the  first  time 
since  1973,  while  GDP  increased  by  more  than  2%  which  is 
above  the  target  of  the  Convergence  Programme.  Likewise, 
interest  rates  on  1  year  Treasury  Bills  decreased  by 
roximately  3.3  percentage  points  since  the  end  of  1994  and  by 
jst  4  percentage  points  on  an  average  basis.  Private  investment 
rity,  which  increased  by  7%  was  complemented  by  a  strong 
in  public  investment  by  20%.  The  increase  in  private 
stment  contributed  to  the  worsening  of  the  balance  on  current 
>unt.  However,  in  the  long  run,  the  development  of  new 
istructure  projects  will  increase  employment  and  output. 
The  overall  improvement  in  macroeconomic  figures  led  to  an 
irge  of  the  Greek  capital  market.  Equities  market  capitalisation 
ne  end  of  1995  equaled  approximately  GRD  4  trillion,  thus 
ving  an  increase  of  23%  as  against  the  end  of  1994,  while  the 
,E.  General  Price  Index  increased  by  5.2%  during  the  year,  as 
osed  to  a  9.3%  decrease  during  1994.  Equities  turnover 
eased  by  11.3%  over  the  year.  Capital  raised  by  IPOs  in  1995 
■eased  by  75%  since  1994  but  the  variety  of  companies  being 
d  was  reinforced.  The  P/E  ratio  equaled  9  at  the  end  of  1995. 
overall  performance  of  all  listed  stocks,  as  defined  by  their 
I  price  changes  adjusted  for  dividend  payments,  improved  in 
5,  and  the  majority  of  stocks  exhibited  positive  returns.  Thus, 
995,  shares  in  the  main  and  the  parallel  market  showed  a 
rn  of  17.9%  and  36.7%,  respectively. 

The  introduction  of  new  products  into  the  capital  market,  as 
as  trading  by  remote  access  is  expected  to  enhance  the  appeal 
ie  capital  market  both  to  investors  and  to  issuers.  We  believe 
the  sector  most  likely  to  outperform  the  General  Price  Index 
he  Construction  companies'  as  it  will  benefit  from  the 
lementation  of  major  infrastructure  projects  financed  by  the 
.  Furthermore,  the  majority  of  listed  companies  will  be 
lenced  by  the  harmonisation  and  expansion  of  trade  in  the 
an  area,  since  as  mentioned  by  the  ('Emerging  Markets 
lyst»:  «...the  Greek  corporate  sector  will  likely  be  the  biggest 
imercial  winner  of  the  new  Balkan  peace  agreement*. 
Trading  facilities  available  from  the  newly  established 
hange  Center  in  Thessaloniki  will  extend  the  capacity  of  the 
ital  market,  while  preserving  its  unity.  Shares  of  companies 
rating  in  the  Balkans  are  expected  to  be  traded  therein, 
forcing  the  international  profile  of  the  Greek  capital  market, 
illy,  the  dematerialisation  of  shares  within  the  first  trimester  of 
year  will  speed  up  the  settlement  procedure.  The  ultimate  goal 
>  achieve  a  settlement  time  of  T+2,  as  opposed  to  T+4  which 
ie  rule  today. 

As  political  and  economic  stability  settles  down  to  normal  in 
Balkan  area,  Greece  assumes  again  its  important  position 
ing  European  Union  with  the  Balkans,  the  Black  Sea  and  the 
Idle  East.  It's  time  investors  showed  faith  into  the  Greek  capital 
ket  and  established  the  ATHENS  STOCK  EXCHANGE  as 
NEW  PLACE  TO  BE. 


ATHENS  STOCK 
EXCHANGE 
LINKING  EUROPEAN 
UNION  WITH 

THE  BALKANS, 
THE  BLACK  SEA, 
THE  MIDDLE  EAST. 


Buick.  Official  Sponsor  of  the 
1996 1  .S.  Olympic  team. 

IfTjjjr  <-  1996GW  Corp,  All  rights  reserved. 

—  i  Regal  is  a  registered  trademark  of  CM  Corp 
BjpfeK-  VP-  America! 


Regal.  Its  design  deserves 
a  standing  ovation. 
Although  you'll  probably 
want  to  remain  in  your  seat. 

We  knew  once  you'd  seen  Regal's  sporty  lines  —  once 


engine  —  you'd  spend  hour  after  hour  behind  the  wheel. 
That  made  your  comfort  a  priority.  Which  is  why  we 


designed  our  strategically  contoured,  body-sensitive 
seats.  So  remain  seated.  And  enjoy  the  performance. 

nore  information,  call  1 -800-4 A-BUICK. 


For  more  information,  call  1-800-4 A-BUICK. 

Or  visit  http://www.buick.com 


BUICIC 

The  New  Symbol  For  Quality 
In  America. 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 

NOW  THIS  IS 
PLUG  AND  PLAY 


New  PC  connectors 
will  make  setup 
a  snap  and  speed 
the  transfer  of  data 

My  desktop  computer 
has  12  connection 
outlets  on  the  back. 
The  bits  and  pieces  I  usually 
hook  up  use  eight  different 
types  of  connectors  and  a 
rat's  nest  of  cables.  Still,  it's 
not  enough.  A  modem  and 
scanner  take  up  my  two  ser- 
ial ports,  so  every  time  I 
want  to  attach  a  digital  cam- 
era or  a  link  to  an  electronic 
organizer,  I  still  have  to  un- 
plug something. 


Since  Intel  boards  go  into 
about  half  of  all  personal 
computers,  the  manufactur- 
ers of  add-on  devices  will  find 
a  ready  market  for  the  new 
standard.  Plus,  add-in  cards 
with  a  USB  connector  should 
also  be  on  the  market  late 
this  year. 

With  the  usb,  the  comput- 
er industry  is  finally  cleaning 
up  some  of  the  mess  left  by 
the  Intel  PC's  haphazard  evo- 
lution. The  serial  ports  that 
are  used  to  connect  modems 
go  back  to  an  era  when  a 
speed  of  300  bits  per  second 
was  considered  fast.  The 
printer  ports,  designed  at  the 
dawn  of  the  PC  era,  were 


Help  is  on  the  way,  how- 
ever, and  it  will  do  a  lot  more 
than  just  clean  up  that  mess 
of  wires  lurking  behind  my 
computer.  The  Universal  Se- 
rial Bus  (usb),  which  is  be- 
ing promoted  by  a  group  of 
companies  led  by  Intel,  will 
let  you,  in  theory,  hook  up  as 
many  as  127  different  de- 
vices, using  a  single  type  of 
connector.  And  it  will  transfer 
data  at  12  million  bits  per 
second,  which  is  up  to  100 
times  as  fast  as  the  current 
links,  beginning  later  this 
year,  I^.tel  will  include  usb 
connect.  >rs  on  many  of  the  PC 
motherboards  that  it  makes. 


never  intended  to  handle 
printers  that  talk  back  to 
computers. 

In  addition  to  boosting 
performance,  the  new  format 
will  help  PCs  start  to  live 
down  their  reputation  for  be- 
ing difficult  to  set  up  and 
maintain.  The  usb  will  hook 
up  devices  with  a  thin  cable 
that  uses  a  plug  about  a  half- 
inch  wide  and  an  eighth-inch 
high.  And  add-ons  don't  have 
to  connect  directly  to  the 
computer.  For  example,  you 
might  plug  only  your  key- 
board and  printer  into  the 
computer.  Your  mouse  and 
joystick  could  then  plug  into 


the  keyboard,  while  a  modem 
and  scanner  might  attach 
through  the  printer.  Because 
the  system  is  completely 
plug-and-play,  you  can  hook 
up  attachments  in  any  order 
and  even  disconnect  and  re- 
connect accessories  without 
rebooting. 

BETTER  EAR.  Of  course,  it 
wouldn't  be  the  computer  in- 
dustry if  everyone  agreed  on 
one  standard.  Another  group 
is  pushing  a  connection 
method,  capable  of  speeds  of 
at  least  100  megabits  per  sec- 
ond, called  IEEE  1394.  (Ap- 
ple Computer,  with  a  better 
ear  for  names  than  Intel  or 
Texas  Instruments,  calls  its 
version  of  1394  "FireWire.") 
The  usb  is  cheaper  and 
should  be  available  at  least 
several  months  earlier  than 
the  1394,  so  consumers  will 
see  a  lot  more  of  it  at  first. 
But  consumer-electronics 
companies  are  very  interest- 
ed in  1394  as  a  method  of 
hooking  up  a  new  generation 
of  digital  TVs,  stereos,  and 
other  home-entertainment 
gear  to  one  another  or  to 
computers. 
M!mh  Fortunately,  both 
new  methods  of  con- 
necting add-ons  can 
happily  coexist  on  the 
same  computer,  although 
it  means  you'll  have  at 
least  two  kinds  of  connec- 
tors. These  new  systems  are 
one  step  toward  what  Mi- 
crosoft calls  the  Simply  In- 
teractive PC.  The  goal  is  com- 
puters more  flexible  than 
today's  machines  in  boxes 
that  owners  will  never  have 
to  open  to  upgrade.  Hewlett- 
Packard  and  Compaq  have 
shown  "sealed-box"  proto- 
types that  sport  both  usb  and 
1394  connections. 

More  important  than  the 
details  of  these  new  connec- 
tions is  the  philosophy  they 
represent.  The  industry 
knows  that  most  people  still 
find  PCs  too  complicated.  By 
making  simplicity  a  top  pri- 
ority, hardware  makers  will 
create  a  market  for  them- 
selves while  making  life  easi- 
er for  their  customers. 


BULLETIN  BO  ARE 


LAPTOPS 
EASY  HOOKUP 

Connecting  a  laptop  to  a 
local-area  network  (lan)  just 
got  a  lot  easier  with  the  Net 
BeamiR  from  Hewlett-Packai 
(800  752-0900).  The  $289 
device  sits  on  a  desktop  ant 
connects  to  an  Ethernet  lan. 
Any  Windows  95  laptop 
equipped  with  an  infrared 
port — increasingly  a  stan- 


dard item  on  notebooks — a 
attach  to  the  network  simpl) 
by  coming  within  range  of  tl 
NetBeam.  Older  laptops  can 
communicate  only  at  115  kil 
bits  per  second,  making  wor 
over  the  network  sluggish.  B 
newer  units  that  comply  witl 
the  latest  Infrared  Data  Assi 
standard  can  run  at  up  to  4 
megabits  per  second,  giving 
you  about  as  much  speed  a; 
a  wired  connection. 

WORLD  WIDE  WEB 
STEE-RIKE! 

With  the  baseball  season  in 
full  swing,  the  World  Wide 
Web  lets  you  keep  track  of 
every  play  of  every  game. 
Instant  Baseball  from  Insta 
Sports  makes  stats'  pfay-by- 
play  service  free  on  the  Wet 
at  http://w ww. Instant 
Sports.com/.  Plays  are  gene 
ally  posted  within  two  min- 
utes of  the  live  action. 
Instant  Sports  is  testing  a 
version  that  will  allow  any- 
one with  a  browser  that  car 
handle  the  Java  language, 
such  as  Netscape  Navigatoi 
2.0,  to  watch  an  animated 
game  pitch  by  pitch. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Ever  wonder  if  the 

corporate  rates 


you  negotiate 


HHHHi 
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How  do  you  negotiate  from  strength?  By 
knowing  what  you  can  get.  u  And  American 
Express*  Corporate  Card  customers  certainly  do. 

■  You  see,  nobody  follows  the  ups  and  downs 
of  travel  expense  management  the  way  we  do. 

■  Our  consultants  will  analyze  information 
from  our  vast  database  to  see  what  J^inds  of 
savings  you  can  expect  for  a  company  your  size. 

■  And  they'll  advise  you  on  ways  to  reduce 
costs  beyond  simply  negotiating.  ■  In  fact, 
they'll  never  stop  looking  for  ways  to  save  you 
money  on  business  travel  and  other  expenses. 

■  It's  the  %tnd  of  expertise  and  cost-saving 


are  am  on 


the  best? 


Ob 
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you  re  not 
one  of  our 

customers, 


This  is  where  the  difference  shows. 


Introducing  the  network  compatible, 
Color  Laser  Beam  Printer  360PS. 


You  want  a  color  laser  printer  that  stands  out.  But  it's  got  to 
go  with  your  network,  right?  Then  the  new  Color  Laser  Beam 
Printer 360PS  from  Canon  is  the  perfect  match  foryour  business. 

The  Canon  C  LBP  360PS  puts  all  16.7  million  colors  of  the 
rainbow  within  your  reach.  It's  plug  V  play,  and  connects  easily 
with  Macintosh?  Windows™  and  UNIX  operating  systems,  plus 
Ethertalk,  TCP/IP,  and  Novell®  IPX  networking  environments. 
Innovative  Fiery  XJ  Downloader™  and  Spooler™  soft- 
ware  give  you  unmatched  flexibility  when  download-  Adobe  PostScript 
ing  PostScript™  files  and  managing  network  printing.  Which  means 
while  you  print,  your  computer  is  free  to  go  on  to  the  next  job. 

And  because  Canon's  the  leader  in  laser  technology,  you'll  see 
vivid,  continuous  tone  color  at  blinding  speeds.  With  the  built-in 
Fiery™  XJE™  controller,  the  C  LBP  360PS  prints  out  3  full-color 
pages  per  minute,  with  a  resolution  of  600  dpi.  Plus,  it 
dnveir*  feeds  letter-or  legal-size  paper  with  a  capacity  of  up  to 
600  sheets.  In  fact,  the  C  LBP  360PS  makes  color  printing  so 
efficient,  it  can't  help  but  make  you  look  good. 

So  if  you're  looking  for  a  high-quality,  color  laser  printer 
to  go  with  your  network,  we  have  the  system  that  is  the 
solution.  The  C  LBP  360PS  from  Canon.  For  more  information, 
just  call  1 -800-OK-CANON.  Or  visit  us  on  the  Web  at 
http://www.usa.canon.com 


Canon 


Customer  is  responsible  for  determining 
compatibility  with  their  systems  and  ^Hfc 
applications.  Optional  equipment  required. 
Novell  and  Netware  are  registered  trademarks  of^B 
Novell,  Inc.  TRIL  qualified  Token  Ring  products  are^ 
certified  for  physical  interoperability  in  multi-vendor 
environments.  Post  Script  is  a  trademark  of  Adobe  i 
Systems,  Inc..  registered  in  the  U.S.  and  other 
countries.  AS/400  is  a  registered  trademark  of 
International  Business  Machines  Corporation. 
©  1 996  Canon  U.S.A.,  Inc. 


4  languages,  multip 
of  documents  and  oi 
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tworks,  an  endless  stream 

>30F  to  manage  the  whole  operation. 


GP30F  Digital  Imaging  System. 

Your  office  may  function  with  multiple  environments,  but  for 
document  management  to  run  at  peak  efficiency,  it  needs  one 
integrated  system:  The  GP30F  Total  Document  Management 
System  from  Canon. 

The  GP30F  is  built  around  open  industry  standards,  and  it 
connects  directly  to  numerous  network  environments.  So  |^§j 
no  matter  how  many  different  environments  you're  ?,*!r* 

J  J  NetWare 

working  with,  anyone  on  any  network  can  print,  fax,  SC3n  Approved 
and  copy  more  productively,  all  through  the  same  digital  system. 
The  GP30F  also  speaks  your  printing  language,  whether  you're 
using  PCL,  PostScript,  AFPDS,  SCS  or  all  of  the  above. 

So  with  the  GP30F,  you  don't  have  to  change  your  whole 
environment  to  make  your  document 
processing  more  efficient.  And  you  don't 
Adobe  PostScript  have  to  sacrifice  the  present  for  the 


future.  The  GP30F  will  integrate  seamlessly  with  whatever  new 
technology  you  employ. 

If  your  office  needs  an  integrated  solution  to  document 
management,  the  GP30F  is  one  system  that  can  manage  the  job 
perfectly.  For  more  information,  call  1  -800-OK-CANON  or  visit 
us  at  http://www.usa.canon.com  on  the  Web. 


Canon 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


SOARING  STOCKS: 

ARE  ONLY  THE  RICH  GETTING  RICHER? 


it 


ILLUSION: 

Despite 

appearances, 

equity 

ownership 

is  still  highly 

concentrated 

-while  most 

Americans' 

earnings 

are  stagnant 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


Here  is  a  reassuring  economic  fable 
about  people's  capitalism:  Today,  wage 
and  salary  income  may  be  flat  while 
stock  prices  soar — but  it  doesn't  matter.  Why? 
Because  stocks,  after  all,  are  ultimately  owned 
by  individuals.  If  the  economy  takes  more  of 
its  returns  as  corporate  earnings  and  capital 
gains  rather  than  labor  compensation,  this  is 
healthy  for  savings  and  investment.  At  the 
same  time,  it  enriches  the  growing  number  of 
people  who  own  stocks.  Plus,  the  shift  neatly 
fits  the  emerging  era  of  the  "virtual  corpora- 
tion," in  which  people  are  responsible  for 
their  own  economic  security. 

Superficially,  this  case  is  plausible.  Money  is 
pouring  into  the  stock  market.  Investors  add- 
ed $55  billion  to  mutual-fund  holdings  dur- 
ing the  first  quarter  of  1996.  Some  67  million 
American  workers  are  covered  by  company 
retirement  plans,  according  to  the  Employee 
Benefit  Research  Institute.  An  additional  9 
million  have  individual  retirement  accounts 
and  Keoghs.  And,  as  the  typical  pension  plan 
shifts  from  deftned-benefit  to  deftned-contribu- 
tion,  more  ordinary  Americans  think  like  in- 
vestors. One  has  to  go  back  many  decades 
(say,  er,  to  1929)  to  find  a  time  when  so  many 
small  fry  were  in  the  market. 
SMALL  POTATOES.  With  stock  ownership  os- 
tensibly so  democratized,  therefore,  it  is  a 
rude  awakening  to  look  at  the  actual  statistics 
on  the  concentration  of  stock  ownership.  Ac- 
cording to  one  of  the  most  comprehensive 
studies  to  date,  by  economists  James  M.  Po- 
terba  and  Andrew  A.  Samwick,  writing  in 
the  Brookings  Papers  on  Economic  Activity 
(Vol.  2,  1995),  36  million  households  held  some 
form  of  stock  in  1992,  directly  or  through  in- 
stitutions, or  about  37%  of  all  households. 
This  was  up  from  33%  in  1983. 

Pretty  impressive.  Most  of  these  holdings 
were  small  potatoes,  however.  The  top  5%  of 
all  households  owned  fully  77%  of  equity  hold- 
ings, including  individual  shares,  defined-con- 
tribution  pension  funds,  iras,  Keoghs,  401(k)s 
and  the  like,  and  mutual  funds.  The  bottom 
80% — four  households  in  five — owned  just 
1.8%  of  the  total  value.  This  was  a  slight 
gain  from  1983,  when  the  figure  was  1.02%. 
But  it  is  a  long  way  from  people's  capital- 
ism. In  the  case  of  directly  owned  stocks,  as 
opposed  to  institutionally  held  investments, 
the  top  one  half  of  one  percent  owned  59%  of 
the  total  value. 

While  the  distribution  of  income  has  been 


growing  more  unequal  in  recent  years 
seems  positively  egalitarian  compared  v 
the  distribution  of  stock  ownership.  The  1 
torn  80%  had  about  43%  of  total  1992  inco 
down  six  percentage  points  from  1983  j 
10  percentage  points  from  1962.  But  des] 
the  widely  publicized  proliferation  of  mul 
funds,  401(k)s,  pension  plans,  cash  mans 
ment  accounts,  and  the  like,  the  distributioi 
financial  assets  remains  astonishingly  hig 
skewed. 

DISCOURAGING  WORD.  This  is  why  peop 
capitalism  is  largely  a  mirage,  even  if  m 
than  100  million  Americans  are  in  a  se 
shareholders.  Most  people  continue  to  i 
on  wage  and  salary  income  to  live.  And  w 
and  salary  income  is  stagnant  and  grow 
more  unequal — mainly  because  the  econom; 
managed  for  the  financial  markets  that  th] 
on  low  growth  and  wage  restraint. 

All  this  suggests  an  epic  shift  in  bargair 
power  from  labor  to  capital.  That  is  har 
surprising,  given  America's  slow  growth,  Y 
immigration,  higher-than-acknowledged 
employment,  and  a  shift  to  part-time,  c 
tract,  and  temporary  labor. 

This  imbalance  will  remain  as  long  as 
Federal  Reserve  (responsive  to  the  sarm 
nancial  markets)  insists  absurdly  that  2 
noninfiationary  growth  is  the  best  the  ecc 
my  can  do.  Officially,  unemployment  is  j 
5.6%.  But  the  Bureau  of  Labor  Statist 
new  "U-6"  measure  of  expanded  unempl 
ment,  which  includes  discouraged  work 
and  involuntary  part-time  workers,  is  10.' 
Massachusetts  Institute  of  Technology  ecc 
mist  Lester  Thurow  puts  the  real  unempl 
ment  rate  at  over  14%,  or  higher  than  Ei 
pean  levels.  Loose  labor  markets  offer 
only  convincing  explanation  for  why  wa 
keep  lagging  behind  profits  and  producth 
growth. 

It  is  comforting  to  believe  that  what 
don't  make  as  wage  and  salary  workers, 
make  as  shareholders  in  one  big,  happy  ec 
omy.  It  would  be  lovely  to  broaden  genu 
stock  ownership.  But  that  would  take  rev< 
tionary  changes.  Either  all  corporations 
the  government)  would  have  to  offer  m 
datory  portable-pension,  stock-option,  or  pi 
it-sharing  plans — and  not  just  for  executive 
or  else  wages  would  have  to  rise  so  t 
ordinary  people  could  afford  to  save  and 
vest  more.  Until  that  day  comes,  peop 
capitalism  is  a  convenient  fiction. 
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Exactly  how  important  is  an  extra 
mile  an  hour?  Just  ask  any  bicycle 


racer.  That's  what  DuPont  inventor 


Mark  Hopkins  gave  racers  when  he 


created  a  bike  wheel  made  out  of 


DuPont  Kevlar"  and  advanced 


composites.  We  say  it's  strong, 
light  and  aerodynamic.  Racers  say 


it's  the  fastest  wheel  on  earth. 


This  man  can  make  bikes  fly. 


Visit  us  at  www.dupont.com 


Economic  Trends 


BY  CHRISTOPHER  FARRELL 

GLOBAL 
BOND  SHOCK 

Blame  the  mountain  of  public  debt 

Bond  markets  are  cratering  through- 
out the  industrial  world  despite 
vastly  different  economic  fundamentals. 
In  the  U.  S.,  fear  that  accelerating 
growth  will  push  up  labor  costs,  igniting 
inflation,  has  sent  interest  rates  higher. 
Yet  in  Europe,  yields  are  also  rising — 
even  as  economic  conditions  deteriorate 
and  the  unemployment  rate  hits  11%. 
Interest  rates  are  going  back  up  in 
Japan,  too,  although  its  economy  is  bare- 
ly stirring  after  years  of  stagnation. 

Blame  government  and  an  era  of 
global  capital  flows.  Over  the  past  few 
decades,  major  industrial  nations  have 
issued  mountains  of  public  debt.  Now  in- 
vestors worry  that  government  finances 
are  poised  to  deteriorate,  says  Stephen 
S.  Roach,  chief  economist  at  Morgan 
Stanley  &  Co.  The  move  toward  deficit 
reduction  in  the  U.  S.  has  stalled.  Rising 
unemployment  in  Europe  is  placing 
tremendous  pressure  on  governments 

THE  GLOBAL  RISE  IN 
LONG-TERM  BOND  YIELDS 
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to  hike  spending.  Japan's  banking  sys- 
tem needs  some  type  of  government- 
backed  bailout.  It's  not  surprising  that 
the  bond-market  correction  has  been 
global  in  scope  with  refiationary  fiscal 
policies  in  the  cards  in  all  the  major  in- 
dustrial nations,  says  Roach. 


(ENOPHOBIA  AND 
BS  IN  GERMANY 

ittle  cause  and  effect 


hnic  tensions  and  hostility  toward 
igrants  are  rising  just  about 
■.  Does  violence  stem  from 


high  unemployment  and  fierce  rivalry 
for  jobs,  or  is  something  more  complex 
at  work?  A  National  Bureau  of  Eco- 
nomic Research  study  on  violence 
against  foreigners  in  Germany  by  econ- 
omists Alan  B.  Krueger  of  Princeton 
University  and  Jorn-Steffan  Pischke  of 
the  Massachusetts  Institute  of  Technol- 
ogy sheds  light  on  this  troubling  issue. 

Acts  of  violence  against  outsiders 
have  increased  sharply  since  the  unifi- 
cation of  West  and  East  Germany  in 
1990.  Foreigners  were  9.5%  of  the  pop- 
ulation in  the  west  in  1992,  compared 
with  less  than  1%  in  the  east.  Yet  from 
1991  to  the  first  half  of  1993,  using  data 
from  newspaper  reports,  the  incidence 
of  violence  is  much  higher  in  the  east, 
with  three  times  as  many  violent  acts 
per  100,000  people  and  50  times  as 
many  incidents  per  1,000  foreigners. 
Ethnic  crimes  in  the  east  take  place 
mostly  in  rural  regions  while  it  is  con- 
centrated in  metropolitan  areas  in  the 
west. 

Surprisingly,  especially  to  its  authors, 
the  study  shows  little  connection  be- 
tween violence  and  poor  economic  con- 
ditions in  the  east.  Using  German  coun- 
ty data,  neither  low  wages  nor  high 
unemployment  have  much  impact  on 
levels  of  violence.  Their  finding  is  con- 
sistent with  German  police  records  and 
youth  surveys.  Similar  research  in  the 
U.  S.  also  shows  violent  crime  unrelated 
to  the  unemployment  rate.  Krueger  and 
Pischke  do  find  that  ethnic  violence  is 
most  prevalent  in  those  counties  in  the 
east  farthest  from  the  western  border, 
other  things  being  equal.  They  speculate 
that  these  counties  are  more  insular 
and  less  exposed  to  foreigners,  and  that 
the  institutions  of  law  and  order  are 
weaker  than  elsewhere  in  Germany. 


WORKHORSE 

STATES 

Why  U.S.  productivity  rates  differ 

l  /  conomists  have  long  argued  about 
.Hi  why  productivity  levels  differ  among 
the  advanced  industrial  nations.  Less 
appreciated  is  that  productivity  levels 
are  far  from  uniform  in  the  50  states  of 
the  U.  S.  economy.  In  1988,  output  per 
worker  in  New  Jersey,  the  nation's  most 
productive  state,  was  two-thirds  larger 
than  in  South  Dakota,  the  nation's  least 
productive  state  (table).  Average  output 
per  worker  in  America's  10  most  pro- 
ductive states  was  one-fourth  higher 
than  in  the  10  least  productive  states, 
according  to  a  recent  American  Eco- 


nomic Review  paper  by  economists  J 
tonio  Ciccone  of  both  Spain's  Universi 
Pompeu  Fabra  and  the  University 
California  at  Berkeley  and  Robert 
Hall  of  Stanford  University. 

The  authors  find,  not  surprisingly,  t 
states  with  better-educated  workers  t< 
to    have  higher   


productivity.  But 
more  important 
and  far  less  obvi- 
ous is  that  states 
with  more  work- 
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ers  per  square 
mile — or  so-called 
employment  densi- 
ties—are more 
productive  as  well. 
The  gains  appar- 
ently stem  from 
economies  of  scale, 
vast  pools  of 
skilled  labor,  easy 
communication  of 
technological  inno- 
vations, and  other 
benefits  that  come 
from  having  many 
people  interacting 
in  one  area.  The  benefits  of  density  h 
explain  why  cities  persist  in  being  vi 
centers  of  economic  activity  despite  h 
costs  and  multiple  social  problems.  1 
economists  estimate  that  workers  in  1 
15  counties  nationwide  with  the  low 
densities  produce  on  average  less  tl 
half  the  output  of  New  York  City  wo 
ers.  They  also  calculate  that  doubling 
employment  density  increases  aven 
labor  productivity  by  6%. 


DO  STOCKS  REALL 
BEAT  BONDS? 

Yes,  but  likely  by  narrower  margi 

Call  it  the  Wall  Street  mantra: 
the  long  haul,  stocks  always  o 
perform  bonds.  Over  the  past  125  yea 
stocks  have  soundly  beaten  bonds 
400%.  However,  much  of  this  super 
performance  came  between  1942  a 
1962,  a  20-year  period  of  abnorma 
strong  real  economic  growth  followi 
the  Great  Depression,  says  James 
Paulson,  economist  at  Investors  M; 
agement  Group,  a  money-managenw 
firm  in  Des  Moines.  From  1870  to  19 
bonds  offered  investors  returns  nea: 
equal  to  those  of  stocks  and  were  1< 
volatile.  With  time,  investors  should  < 
pect  equities  to  beat  bonds  but  perha 
by  narrower  margins  than  the  W 
Street  mantra  suggests. 
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SPOOKED  BOND  MARKET 
[AY  HAUNT  THE  SECOND  HALF 


US.  ECONOMY 


THE  TREND  IN  JOB 
WTH  IS  DOWN.  NOT  OP 


SERVICES 
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Ever  since  the  financial  mar- 
kets were  deregulated  in  the 
y  1980s,  the  bond  market  has  behaved  like  a  man- 
ipressive,  overreacting  to  every  squiggle  in  the 
lomic  data.  Well,  get  out  the  lithium  again. 
i  recent  weeks,  bonds  have  sold  off  with  a 
^eance  usually  reserved  for  oil  shocks  and  wars.  As 
suit,  long-term  interest  rates,  including  those  for 
tgages  and  other  consumer  loans,  have  risen  by 
'ly  a  full  percentage  point.  The  yield  on  30-year 
isury  bonds  is  fast  approaching  7%,  and  30-year 
1  mortgages  have  topped  8%.  Two-year  rates  are 
re  6%,  up  more  that  YA  points. 

The  trouble  is,  the  rate 
runup  could  easily  clip  half  a 
percentage  point  from  what 
growth  in  real  gross  domestic 
— f\ —      product  would  otherwise  be  in 
^      \         the  second  half.  Already,  refi- 
/iwcTURiA       nancings  have  plummeted  The 
housing  market  may  be  head- 
ed for  a  disappointing  build- 
ing season.  And  demand  for 
durable  goods  will  suffer,  es- 
pecially given  the  mounting 
iliment  debt  of  households — and  now,  the  higher 
of  carrying  those  ious. 

owever,  the  bond  market  is  still  focused  on  the 
half.  The  market  has  sent  rates  skyward,  thanks  to 

owth  scare  set  off  by  the  surge  in  February  pay- 
and  egged  on  most  recently  by  a  stronger-than-ex- 

ed  jobs  gain  in  March. 

Lie  market  fears  that  a  robust  economy  will  set 
e  and  price  pressures  in  motion,  forcing  the  Federal 
erve  to  hike  short-term  interest  rates.  Interest- 
futures  markets  are  betting  on  a  Fed  tightening 
rearend.  But  if  strong  growth  is  just  a  scare,  as  a 
ir  reading  of  the  data  suggest,  higher  rates  will  cut 
the  economy's  already  modest  trend. 

!  BOND  MARKET'S  HISSY  FIT  ail  started  with 

ruary's  705,000  surge  in  payrolls,  which  a  Trea- 
■  Dept.  memo  called  "statistically  implausible,"  much 
le  chagrin  of  the  Labor  Dept.'s  data  gatherers.  In 
March  report,  Labor  revised  the  gain  to  624,000, 
a  12-year  high,  and  it  also  said  that  March  jobs 
by  140,000,  twice  what  Wall  Street  had  expected, 
ever  mind  that  the  March  increase  was  close  to  the 
•age  monthly  gain  for  all  of  1995,  when  the  economy 
struggling  to  grow  1.3% — or  that  the  unemploy- 


ment rate  ticked  up  to  5.6%,  from  5.5%  in  February. 

Instead,  the  bond  market  fixated  on  the  206,000-per- 
month  average  growth  during  the  first  quarter,  a  big 
jump  from  the  142,000  average  in  the  fourth  quarter.  Of 
course,  when  the  May  data  come  out  and  February's 
bloated  number  leaves  the  three-month  average,  the 
trend  probably  will  look  a  lot  more  like  last  year's 
pace.  Besides,  even  an  average  of  206,000  jobs  per 
month  pales  beside  the  1994  average  of  nearly  300,000, 
when  the  economy  was  growing  at  a  3.5%  clip. 

The  market  also  ignored  the  fact  that  the  average 
first-quarter  workweek  was  below  that  of  the  fourth 
quarter.  That  means  that  despite  faster  job  growth, 
overall  employee  hours — a  good  measure  of  economic 
activity — actually  fell  last  quarter.  Historically,  that 
has  usually  signaled  economic  weakness,  not  strength. 

LOOKING  LONGER-TERM,  the  trend  in  payrolls  is 
down,  not  up.  That's  typical  in  an  aging  expansion. 
The  slowdown  shows  up  in  both  services  and  manu- 
facturing. Also,  wage  growth  remains  tame  (charts). 
Services,  which  added  212,000  jobs  in  March,  have 
generated  all  of  the  payroll  gains  in  the  past  year.  But 
while  service  employment  is  up  1.9%  from  a  year  ago, 
that  pace  is  down  from  3.1%  in  the  first  quarter  of  1995. 

Manufacturers  are  still  shed- 
ding jobs,  with  payrolls  plung-  WAGE  GAINS:  UP  A 
ing  by  62,000  in  March.  Job 
losses  in  motor  vehicles  and 
parts  explained  half  of  that 
drop,  reflecting  the  strike  at 
General  Motors  Corp.  But  the 
economy  cannot  be  truly  ro- 
bust without  a  healthy  factory 
sector,  which,  as  other  data 
show,  is  still  lacking. 

The  bond  market's  big  wor- 
ry is  that  strong  labor  markets  and  demand  will  fuel  in- 
flation (page  34).  Right  now,  it  has  an  eye  on  com- 
modity prices.  The  Knight-Ridder-CRB  futures  index 
is  at  a  7^-year  high.  The  rise  has  not  been  broad, 
though.  It  can  be  traced  mainly  to  a  50%  surge  in 
grain  prices  in  the  past  year,  a  result  of  a  bad  harvest 
and  strong  foreign  demand.  Energy  prices  are  also  up, 
given  the  $3-per-barrel  jump  in  oil  since  January.  How- 
ever, industrials  prices  are  down  from  a  year  ago. 

Higher  raw-materials  costs  for  food  and  energy  may 
work  their  way  into  the  producer  and  consumer  price 
indexes  in  coming  months.  But  those  effects  won't  last. 
Core  inflation,  a  measure  of  inflation's  underlying  trend 
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bee-  use  it  excludes  the  ups  and  downs  that  food  and 
e  crgy  can  cause,  will  continue  to  behave  itself. 

Meanwhile,  wage  growth,  while  up  a  bit  in  the  ser- 
vice sector  over  the  past  year,  is  going  nowhere  in 
manufactiuing.  Overall,  the  annual  rise  in  hourly  wages 
was  3%  in  the  first  quarter,  up  from  2.7%  a  year  ago 
but  down  from  3.2%  two  quarters  ago.  Combined  with 
the  slowing  trend  in  job  growth,  that  pace  hardly  sug- 
gests that  consumers  are  ready  to  splurge. 

INCOME  GROWTH  remains  steady  enough  to  justify 
consumers'  willingness  to  take  on  more  debt.  However, 
something  else  the  bond  market  hasn't  noticed  is  that 
the  pileup  of  old  ious  is  taking  a  bigger  bite  out  of 
household  budgets,  leaving  less  cash  for  new  spending. 

Consumer  installment  credit  jumped  by  $12  billion  in 
February,  or  at  an  annual  rate  of  13.9%.  Revolving 
debt,  which  includes  credit  cards,  rose  an  additional  $6.4 
billion.  Auto  financing  was  up  by  $3  billion. 

Outstanding  debt  hit  a  record  19.1%  of  disposable  in- 
come in  February,  so  it  is  no  great  shock  that  credit 
constraints  are  rising.  Credit-card  delinquency  rates 
edged  up  to  3.3%  in  the  fourth  quarter,  from  2.4%  a 
year  earlier.  And  the  rate  will  go  higher  in  1996,  says 
the  American  Bankers  Assn. 

In  the  fourth  quarter,  payments  on  mortgages  and  in- 
stallment debt  grabbed  16.7%  of  aftertax  income.  Re- 
paying installment  debt  alone  took  10.9%,  the  highest 


AUSTRALIA 


OLD  DEBTS  MAY 
CURB  NEW  SPENDING 


rate  in  20  years  (chart).  Debt  service  is  probably  w 
the  recent  pickup  in  income  has  not  touched  off 
spending  spree.  Since  August,  real  disposable  incoi 
has  increased  at  a  4.3%  annual  rate,  while  real  cc 
sumer  spending  is  up  just  2.3%. 

Is  the  debt  spurt  dangerous  to  the  economy?  IS 
yet.  In  general,  debt  levels  become  a  problem  or 
when  employment  and  income  growth  get  into  troub 

Moreover,  although  the  ratio 
of  installment-debt  payments 
to  income  has  risen,  the  mort- 
gage ratio  is  down,  thanks  to 
past  low  rates  and  the  1993 
wave  of  refinancings.  Also,  the 
delinquency  rate  is  still  below 
the  levels  hit  before  the  past 
two  recessions,  while  the  rate 
on  overdue  mortgage  pay- 
ments is  less  than  that  of  the 
1980s  and  early  1990s. 

The  bottom  line:  Bond  yields  are  now  more  th 
four  percentage  points  above  the  current  inflation  ra 
far  greater  than  the  historical  average.  That  spread  i 
plies  that  the  bond  market  believes  inflation  is  about 
accelerate,  a  scenario  the  data  just  don't  support.  As 
result,  when  the  market's  growth  scare  finally  eases 
coming  months,  bond  yields  are  likely  to  fall — preft 
ably  before  they  do  any  more  damage. 


DATA:  FEDERAL  RESERVE  BOARD 


A  NEW  GOVERNMENT'S  GROWING  PAINS 


Although  Australia's  recovery 
remains  on  track,  economic 
growth  is  slowing  down.  And  that 
could  pose  a  problem  for  the  new 
coalition  government  of  the  Liber- 
al and  National  Parties  under 
Prime  Minister  John 
Howard. 

The  latest  signs  of  a 
slowdown  came  from 
the  Westpac  index  of 
leading  indicators, 
which  rose  just  0.1%  in 
January  while  the  co- 
incident indicators  fell 
1.2%.  Long-term  inter- 
est rates  have  had  to 
'ollow  U.  S.  rates  high- 

so  building  permits  are  down 
f  so  far  this  year. 

alian  real  gross  domestic 
.  >duet  will  likely  grow  2.7%  in 
596,  says  a  consensus  forecast 
by  Datastream  Interna- 


CONSUMER  DEMAND 
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tional  Ltd.  That's  down  from 
1995's  3.1%  gain,  but  consumer 
and  business  spending  are  likely 
to  remain  solid.  In  fact,  retail 
sales  rose  0.2%  in  February,  to  a 
record  (chart).  And  February  pay- 
rolls rose  by  14,300, 
although  the  jobless 
rate  stayed  at  8.4%. 

The  recovery,  how- 
ever, has  rekindled 
some  old  worries. 
First,  after  some  im- 
provement in  mid- 
1995,  the  trade  deficit 
is  widening  again 
because  domestic  de- 
mand is  lifting  im- 
ports. The  February  current-ac- 
count deficit  widened  by  4%  to 
A$1.71  billion  (U.S. $1.34  billion) 
in  January.  Second,  consumer 
prices  increased  a  hefty  5.1%'  in 
1995,  double  1994's  pace.  One 


reason  is  rising  wages.  Total 
weekly  pay  was  up  2.4%  in  1995, 
but  pay  for  full-time  adult  work- 
ers surged  8.2%.  The  Reserve 
Bank  of  Australia  has  warned 
that  wage  growth  must  slow,  or 
it  will  have  little  choice  but  to 
raise  interest  rates. 

Moreover,  there  will  be  little 
help  from  fiscal  policy.  The  bud- 
get deficit,  excluding  asset  sales 
and  debt  repayment,  will  likely 
total  A$9  billion  in  the  fiscal  yeai 
ending  June  30,  and  is  expected 
to  come  in  at  A$7.6  billion  next 
year.  But  those  numbers  depend 
on  3.25%  GDP  growth — higher 
than  the  consensus  forecast. 
Howard  has  pledged  to  cut  publi< 
spending  sharply  over  the  next 
two  years  to  push  the  budget 
into  surplus.  Slower  growth, 
however,  will  make  that  promise 
difficult  to  achieve. 
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For  those  of  you  who  really  like  to  do 
your  homework  before  buying  a  car, 
here's  some  informative,  and  perhaps 
surprising,  news.  The  N.A.D.A.  Official 
Used  Car  Guide"  shows  the  Aurora"'  is 
a  leader  in  value  retention  in  its  class- 
right  up  there  with  Lexus,  BAAW  and 
AAercedes.  A  point  that  becomes  less 
startling  when  you  learn  Aurora  was 

Strategic  Vision's'"  tcjgsVehicle  Experience  Study  is  based  on  a  total  of 31,44 
indicatins  owners '  positive  and  nceativc  experiences  durine  the  first  00  davs 


also  recently  named  "Best  Overall 
Vehicle  in  Total  Value"  by  Strategic 
Vision,  Inc.  And  therefore,  is  now  one 
of  the  smartest  automotive  investments 
you  can  make.  All  things  considered, 
can  you  blame  our  classmates  for 
feeling  a  little  jealous? 

Demand  better.  Aurora  by  Oldsmobile. 

)  new  vehicle  buyer  responses  .  1/  V  ; 

)/  ownership.  r<  : 


70%       75%      80%  85% 

itions  based  on  1995  M.S.R.Ps  from  the  Jan,  1996  N.A.D.A. 
sed  Car  Guide*  Central  Edition  and  N.A.D.A.  trade-in  values 
Feb.  1996  N.A.D.A.  Official  Used  Car  Guide*  Central  Edition 
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Neither  Boiling 
Bond  Markets... 

AVERAGE  PERCENTAGE  YIELD  ON 
30-YEAR  INTEREST  NOTES 
Weekly  Close 
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A  CASE  OF  THE 
SHAKES 


Despite  wage  and 
commodity  hikes, 
inflation  fears 
are  overblown 


Gasoline  prices  post  new  highs, 
while  the  cost  of  heating  oil 
spikes.  In  Chicago's  futures  pits, 
traders  bid  com  prices  to  record 
levels.  Philip  Morris  Cos.,  the  world's 
biggest  tobacco  company,  tacks  4tf  more 
a  pack  onto  its  U.  S.  cigarettes.  And 
another  strong  employment  report — 
business  added  140,000  jobs  in  March — 
hints  at  new  pressure  to  hike  wages. 
Is  inflation  coming  back? 
Wall  Street  certainly  seems  to  think 
so.  Although  the  consumer  price  index 
has  risen  at  a  rate  of  just  3%  or  less  for 
five  straight  years,  financial  markets  act 
like  inflationphobes  at  the  first  hike  in  a 
price.  That's  why  bond  traders  pushed 
long-term  interest  rates  up  from  6.67%  to 
6.04%  in  four  days'  trading  after  the  Apr. 
5  jobs  report — and  up  from  6%  at  the  be- 
ginning of  the  year  (charts).  Stock 
trader's  ran  for  cover,  too:  The  Dow  Jones 
industrial  average  fell  197  points  between 
Apr.  8  and  10.  Traders  figure  higher 
prices  and  wages  mean  no  more  cuts  in 
interest  rates  by  the  Federal  Reserve.  "If 
anything,  the  Fed's  next  move  is  going  to 
be  upward,"  warns  Charles  Lieberman, 
chief  economist  at  Chase  Securities  Inc. 

But  the  Street's  fears  of  a  wage-price 
spiral  are  overblown.  The  surge  in  com- 
modity  prices — especially  oil — traces 
ack  to  fluky  circumstances  that  aren't 
to  last  long.  Wages  in  1996  may 
i  osl  their  biggest  gains  of  the  current 
overy,  but  that's  a  meager  3%  hike. 


Labor  markets  aren't  nearly  as  tight  as 
the  first-quarter  jobs  data  suggest.  And 
for  every  Philip  Moms,  whose  46%  mar- 
ket share  can  make  its  Apr.  8  price  hike 
stick,  there  are  a  dozen  makers  of 
everything  from  steel  to  computer  chips 
that  are  being  forced  by  domestic  and 
global  competition  to  swallow  higher- 
costs  and  hold — or  even  cut — prices. 

Nor  is  the  Fed  likely  to  step  on  the 
brakes.  The  recent  surprising  strength 
in  the  economy  has  given  the  central 
bank  what  it  likes  most:  an  election-year 
bye.  Strong  data  on  jobs,  consumer  cred- 
it, and  auto  sales  are  likely  to  snap  the 
Fed's  rate-cutting  streak,  which  brought 
the  rate  on  overnight  funds  down  from 
6%,  in  1995  to  5.25%  on  Jan.  31.  But  with 
no  clear-  signals  that  the  economy  is  over- 
heating, Fed  Chairman  Alan  Greenspan 
can  spend  the  Presidential  campaign  sea- 
son on  the  sidelines.  The  Fed  chief  isn't 
afraid  to  act  in  an  election  year — he 
earned  George  Bush's  lasting  enmity  by 
raising  rates  in  1988.  But  "Greenspan 
would  have  to  be  pretty  shaken  by  price 
hikes  to  raise  rates  this  summer,"  says 
David  M.  Jones,  chief  economist  at  bond 
trader  Aubrey  G.  Lanston  &  Co. 
HAYWIRE.  The  latest  inflation  scare  can  be 
blamed  in  part  on  a  force  beyond  even 
Greenspan's  control — the  weather.  Just 
as  January's  blizzards  made  hash  out  of 
jobs  statistics,  a  cold,  wet  spring  is  send- 
ing commodity  prices  haywire.  With 
frostbitten  Midwest  farmers  falling  be- 
hind in  their-  planting  as  a  grain  shortage 
looms,  prices  are  setting  records  (page 
36).  And  April's  snows  in  the  Northeast 
have  boosted  demand  for  heating  oil  even 
as  the  spring  driving  season  pushed  up 
gasoline  pump  prices  8.7%  since  Janu- 
ary, to  an  average  of  $1.26  a  gallon. 

But  those  hikes  won't  last.  In  advance 
of  the  Apr.  11  and  12  release  of  produc- 
er and  consumer  price  figures,  some  an- 


CHiCKEN  LITTLES:  Bond  traders  ran) 
cover  at  the  first  hint  of  price  hikes 

alysts  feared  a  spike  in  inflation.  I 
for  the  year,  consumer  prices  aren't  li 
ly  to  rise  much  more  than  3%.  Tr 
faster  growth  over-seas,  particularly 
Asia,  is  boosting  commodity  prices.  I 
traders  don't  see  prices  staying  up 
long.  With  the  U.  N.  offering  to  let  li 
sell  $2  billion  worth  of  its  embargi 
oil,  futures  traders  predict  that  toda 
$23  barrel  of  crude  oil  will  sell  for  5 
by  summer.  "If  Iraq  and  the  U. 
agree — and  there's  better  than  an  od 
on  chance — we'll  see  the  flip  side  of  1 
price  hikes  real  quick,"  says  Prudenl 
Securities  Inc.  analyst  Frank  P.  Knu 
tel.  Meanwhile,  fierce  competition  me; 
that  food  processors  and  other  produo 
often  have  a  hard  time  passing  on 
day's  higher  costs  to  consumers. 

Some  prices  are  falling.  Procter 
Gamble  Co.  plans  to  cut  coffee  prices 
4% — or  10(2  on  a  13-ounce  can  of  rej 
lar-ground  Folgers — on  May  6.  Thar 
to  plunging  paper-pulp  prices,  p&g  a 


)  big  gain  in  wages  is  a  meager  3%,  and  crude  prices  will 


34  BUSINESS  WEEK  /  APRIL  22.  1996 


...Nor  Steamy  Commodity  Pits.. 


220 
200 

60  GOLDMAN  SACHS  SPOT 

^  COMMODITY  PRICE  INDEX 

0  JAN  31  '94 APR.  9 '96 
DATA:  GOLDMAN.  SACHS  &  CO 


...Have  Heated  Up  Inflation 


3.5 


2.0 


CHANGE  IN  CONSUMER  PRICE 
INDEX  VS.  A  YEAR  EARLIER 


JAN.  '94  MAR.  '96 

▲  PERCENT  DATA  LABOR  DEPT ,  BUSINESS  WEEK  EST 


jerly-Clark  are  bidding  down  tis- 
japer  and  paper  towels  by  4.8%  to 
.  And  p&g  rolled  back  a  price  hike 
sposable  diapers. 

?anwhile,  the  going  rate  for  com- 
•  chips  is  plummeting.  A  16-megabit 
ory  chip  now  sells  for  $25,  down 
$40  at  the  end  of  1995.  And  the 
1  likely  won't  end  soon:  The  Semi- 
uctor  Industry  Assn.  reported  on 
9  that  its  key  book-to-bill  ratio  fell 
record  low  in  March,  with  the  in- 
ry  receiving  only  $80  in  orders  for 
y  $100  in  current  sales.  And  a  slew 
iw  memory-chip  plants  are  under 
^ruction — including  five  in  Taiwan, 
dng  that  country's  big  push  into 
naking.  For  consumers,  the  result  is 
!  powerful  computers  for  less:  Dell 
puter  Corp.  offers  a  Pentium  Pro 
16  megabytes  of  memory  for 
O,  down  about  20%  since  December, 
ren  Detroit,  which  is  enjoying  a 
i  increase  over  1995,  is  treading 
ully.  Ford  Motor  Co.  offers  rebates 
1  of  its  15  Ford  models,  from  $600 
Iscorts  to  $2,000  on  Broncos.  Sales 


of  the  redesigned  '96  Taurus,  loaded 
with  standard  features — and  a  $19,150 
base  sticker — have  been  so  disappointing 
that  Ford  just  rolled  out  a  stripped- 
down  Taurus  G  selling  for  $17,945  after 
rebate.  Indeed,  with  stickers  on  domes- 
tic and  imported  cars  and  light  trucks 
outstripping  inflation  for  the  past  four 
years,  5%  vs.  2.7%  a  year,  carmakers 
worry  about  pricing  themselves  out  of 
the  market.  "We've  got  to  work  to  make 
cars  people  can  afford,"  warns  Chrysler 
Chairman  Robert  J.  Eaton. 
IMPORT  STRENGTH.  Foreign  competition 
adds  to  the  downward  pressure.  Higher 
U.  S.  interest  rates  propelled  the  dol- 
lar to  recent  highs  against  the  yen  and 
mark.  That  makes  imported  products 
cheaper  for  American  consumers. 

With  prices  under  pressure  through- 
out the  economy,  the  only  force  likely  to 
boost  inflation  is  wages.  Some  of  the  la- 
bor-market evidence  is  worrisome.  Pay- 
rolls grew  by  an  average  of  206,000  jobs 
a  month  in  the  first  quarter.  That  can't 
be  sustained  for  long,  since  analysts  say 
the  labor  force  can  grow  by  only  110,000 


new  workers  a  month.  Wage  growth 
bottomed  out  in  1993,  when  pay  rose 
2.4%,  and  has  since  accelerated  to  3%. 
Still,  notes  Labor  Secretary  Robert  B. 
Reich:  "The  sense  that  workers  are  eas- 
ily replaced  is  holding  a  lid  on  wages 
and  compensation."  Total  pay  and  bene- 
fits grew  only  2.8%  in  1995,  less  than 
in  1994,  and  likely  won't  top  3%  in  1996. 

That's  not  enough  to  ignite  inflation — 
or  spur  the  Fed  to  action.  Greenspan,  for 
one,  doesn't  believe  low  unemployment 
will  automatically  trigger  a  wage-price 
spiral.  The  Fed  chief  doesn't  plan  to  re- 
lax his  guard  or  spoil  his  record  of  the 
lowest  inflation  in  three  decades.  But 
with  Wall  Street's  inflation  vigilantes  re- 
acting— and  overreacting — to  the  slight- 
est hint  of  price  pressure,  the  central 
bank  does  not  have  to  act.  Even  with  a 
chaotic  spring  in  Chicago's  pits,  look  for 
a  quiet  summer  on  Constitution  Avenue. 

By  Mike  McNamee  in  Washington, 
with  Robert  D.  Hof  in  San  Francisco, 
Zachary  Schiller  in  Cleveland,  Gary 
McWilliams  in  Houston,  and  bureau 
reports 


i  U.N.  allows  Iraq  to  sell  $2  billion  worth  of  embargoed  oil 
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A  COLD  SPRING  HAS  FUTURES  SIZZLING 


By  early  April,  Jeffrey  Heil  is 
usually  riding  high  aboard  a 
tractor,  applying  fertilizer  and 
planting  the  first  corn  on  his  central 
Iowa  farm.  But  this  April,  Heil  and 
his  tractor  stand  idle  as  frost  glis- 
tens across  the  800-acre  spread. 
"Basically,  nothing  is  done,"  he 
gripes. 

With  grain  prices  hitting  record 
highs,  Midwest 
farmers  can  hardly 
wait  to  get  rolling. 
But  Mother  Nature 
already  is  threaten- 
ing to  spoil  the  par- 
ty. Dry,  frigid  condi- 
tions have  delayed 
the  start  of  spring 
planting  across  the 
Midwest.  There's 
still  plenty  of  time 
to  get  the  crop  in 
the  ground,  but 
commodity  traders 
are  made  jittery  by 
even  a  hint  of 
weather  worries. 
And  with  good  rea- 
son: Supplies  are 
tighter  than  they 
have  been  in 
decades  (chart).  "It's 
the  first  time  in  a 
lot  of  lifetimes  that 
we're  seeing  a 
sharply  reduced 
supply  of  grain," 
Heil  says.  Experts 
figure  it  would  take 
two  bumper  crops 
in  a  row  to  bring 
supplies  back  up  to 
normal. 

BIG  JUMP.  As  a  shortage  looms,  grain 
futures  have  soared  like  Internet 
IPOs.  At  the  Chicago  Board  of  Trade, 
corn  futures  closed  at  $4.44  per 
bushel  on  Apr.  10,  after  setting 
records  in  four  recent  sessions.  Dur- 
ing the  past  year,  the  price  of  corn 
has  jumped  80%.  Soybeans  hit  a  sev- 
en-year high  of  $7.94  per  bushel  on 
Apr.  10.  Wheat  prices  have  risen, 
too,  after  a  disastrous  winter  crop. 
Meanwhile,  demand  is  booming  in  all 
quarters,  especially  in  Asia,  where 
China  is  now  a  key  buyer  of  U.  S. 
commodities. 

The  latest  price  surge  was  touched 


off  by  a  Mar.  29  government  report 
that  pegged  corn  stockpiles  at  3.8 
billion  bushels,  below  previous  esti- 
mates. That's  a  meager  supply,  and  it 
shows  that  demand  has  continued  to 
grow  in  spite  of  higher  prices.  The 
big  worry:  that  stocks  won't  fill  the 
gap  until  the  new  harvest  comes  in. 
"If  we  continue  at  this  rate  unabat- 
ed, we  will  run  out  of  corn,"  says 


EMPTIER  BINS 

U.S.  grain  supplies  at  season's 
end  are  expected  to  be  at  their 
tightest  in  decades 

RESERVES  AS  A  SHARE  OF 
ANNUAL  CONSUMPTION 


•CROP  YEAR  ENDING 
"CROP  YEAR  ENDING 


SLOW  THAW: 

Heil  can't  plant 
yet,  and  a  dry 
spell  may  loom. 


Richard  J.  Feltes,  director  of  com- 
modity research  at  Refco  Inc. 

Corn  is  the  U.  S.'s  biggest  cash 
crop  but,  much  as  farmers  relish 
strong  demand,  they're  planting  less 
of  it  than  analysts  expected.  As  of 
Mar.  29,  some  79.9  million  acres  were 
earmarked  for  com — much  more 
than  last  year,  but  nearly  2  million 
acres  below  bullish  estimates.  Farm- 
ers are  switching  some  acreage  to 
soybeans  because  they  think  corn 
prices  could  fall  six  months  from  now 
as  the  new  crop  comes  in  and  eases 
today's  acute  shortage.  The  corn  fu- 
tures market  reflects  that  bet:  The 
price  of  corn  for  December  deliv- 
ery— which  tracks  the  coming  crop — 
is  nearly  $1  per  bushel  below  the 
price  of  May  contracts. 

One  reason:  Market  forces  could 
intervene  to  ease  the  shortage.  For 


instance,  today's  high  corn  prices 
could  force  some  meat  producers  to 
slaughter  their  herds  and  flocks, 
lowering  demand  for  feed  grains  by 
the  fall.  Other  forms  of  rationing 
have  started  already:  Archer  Danie 
Midland  Co.,  among  others,  is  cut- 
ting production  of  fuel-grade 
ethanol,  which  is  made  from  corn. 
"Every  few  years,  Mother  Nature 
doesn't  treat  us  toe 
kindly,"  explains 
adm  Chairman 
Dwayne  0.  Andrea 
DROUGHT?  Mother 
Nature  could  have 
worse  in  store,  how 
ever.  Besides  cold 
weather,  which  de- 
lays planting  be- 
cause seed  won't 
germinate  in  chilly 
soil,  the  grain  belt 
could  be  facing  a 
drought.  A  dry 
weather  pattern  "is 
firmly  in  place,"  saj 
meteorologist  Jon  E 
Davis  of  Smith  Bar 
ney  Inc.  He  expects 
little  rainfall  into 
June.  Dry  condition 
could  be  a  blessing 
early  on,  by  speed- 
ing along  planting. 
But  a  summer 
drought  would  be 
devastating,  espe- 
cially after  a  parched  winter.  "I 
haven't  had  a  good  rain  since  last 
May,"  moans  Vic  Riddle,  who  farms 
near  Wapella,  Illinois.  Another  wor- 
ry: Gray  leaf  spot,  a  debilitating  dis- 
ease, could  hit  the  corn  crop  again, 
after  cutting  into  yields  last  year. 

During  the  next  few  weeks,  farm- 
ers will  decide  how  to  divide  their 
land  between  corn  and  soybeans. 
The  1995  Farm  Bill  has  done  away 
with  government  set-aside  programs 
that  idled  land,  so  they  have  new 
freedom  to  make  those  decisions. 
For  now,  Heil  is  betting  on  soy- 
beans, which  tolerate  drought  bettei 
than  corn.  "I'm  gambling  because  I 
sort  of  have  a  feeling  of  a  dry  year,' 
he  notes.  Such  feelings  will  keep  the 
commodity  markets  on  edge  for 
weeks  to  cpme. 

By  Chrg  Burns  in  Chicago 
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IALIFORNIA  IS 
IUSTING  OUT  ALL  OVER 

nd  the  economic  surge  could  boost  Clinton's  chances 

he  intersection  of  old  and 
new  California  takes 
place  in  a  onetime  hangar 
;  the  edge  of  Burbank's  air- 
>rt.  There,  workers  are  in 
le  midst  of  a  $45  million 
'novation  of  the  gray,  cav- 
•nous  building  where  Lock- 
ed Corp.  once  developed 
)y  planes  and  the  stealth 
yhter.  Trading  the  cold  war 
ir  cartoons,  the  building 
ton  will  house  hundreds  of 
limators  working  for  Walt 
isney  Co. 

After  riots,  earthquakes, 
Dods,  and  the  loss  of  more 
lan  250,000  jobs  during  the 
irly  '90s,  California  is  look- 
g  sunny  again.  Defense  lay- 
Efs  have  slowed.  And  while 
le  boom  years  of  the  '80s 
re  just  a  memory,  enough 
ew  jobs  are  being  added  in 
ntertainment,  retail,  and 
ew  technologies  to  once 
*ain  propel  the  Golden  State 
own  a  faster  growth  path 
lan  the  rest  of  the  nation, 
luring  the  next  three  years, 
le  state  will  create  nearly  1 
lillion  new  jobs,  says  a  re- 
git study  by  the  ucla  Busi- 
ess  Forecast.  Unemployment,  which 
it  a  high  of  9.2%  in  1993,  will  drop  to 
,1%  by  1997,  figures  Bank  of  America 
:hart). 

RECIOUS  CHUNK.  No  one  is  cheering 
»uder  for  California's  revival  than  Pres- 
ent Clinton.  The  state  had  gone  Re- 
ublican  in  six  straight  Presidential  elec- 
ions  before  Clinton  captured  its  54 
lectoral  votes  in  1992.  California's  eco- 
omic  revival  increases  the  President's 
rospects  of  taking  its  electoral  votes 
gain — 20%  of  the  total  he'll  need  to 
eturn  to  the  White  House  in  one  fell 
woop. 

The  situation  is  similar  to  Ronald 
teagan's  reelection  in  1984,  says  Mark 
.  DiCamillo,  director  of  the  statewide 
'ield  Poll.  Then,  as  now,  the  numbers  of 
"alifomians  feeling  better  about  their  fi- 
iancial  situation  was  up.  In  the  most 
ecent  Field  Poll,  taken  in  late  March, 
"linton  led  Senator  Bob  Dole  (R-Kan.) 
>5%  to  39%,  with  6%  undecided.  "It's 
till  the  economy,  stupid,"  says  Sherry 
Jebitch  Jeffe,  a  policy  analyst  at  the 


Walt  Disney's  Burbank 
animators  will  be 
joined  by  hundreds  of 
new  hires  as  soon  as 
an  old  Lockheed  plant 
is  fully  renovated 


Claremont  Graduate 
School.  "The  economy 
drives  the  perception 
that  Bill  Clinton's  first 
term  was  successful." 

California's  success  is 
most  evident  in  enter- 
tainment and  technolo- 
gy. Online  services  and 
other  aspects  of  the  Dig- 
ital Era  are  driving  job  growth  in  both 
Silicon  Valley  and  Hollywood.  High-tech 
companies  Hewlett-Packard  Co.  and  In- 
tel Corp.  are  hiring  workers.  In  Holly- 
wood, Digital  Domain,  the  three-year-old 
special-effects  company  stalled  by  movie 
director  James  Cameron,  will  nearly 
double  its  300-person  payroll  during  the 
next  two  years  as  the  company  expands 
its  interactive-game  busi- 
ness. DreamWorks  skg, 
the  studio  started  by 
moguls  Steven  Spiel- 
berg, Jeffrey  Katzen- 
berg,  and  David  Geffen, 
has  signed  on  650  peo- 
ple in  16  months  and  is 
still  hiring.  And  the 
1,000-acre  studio  and 
residential  complex 
DreamWorks  is  planning 
west  of  Los  Angeles  will 
add  an  estimated  32,000 
jobs  by  2001. 

Elsewhere,  renewed 
consumer  confidence  has 


major  retailers  such  as  Home  Depot 
Inc.  and  Wal-Mart  Stores  Inc.  planning 
new  California  stores,  while  Universal 
Studios  and  Disney  are  thinking  about 
expanding  their  theme  parks.  Home 
sales  are  up  40%  from  last  year's  de- 
pressed numbers.  Consolidation  in  the 
banking  industry  has  kept  office  vacan- 
cy rates  high,  but  the  industrial  and 
commercial  sectors  are  getting  tight  in 
some  markets.  In  Valen- 
cia, north  of  Los  Ange- 
les, for  instance,  Newhall 
Land  &  Farming  Co.  has 
commitments  for  71%  of 
the  retail  space  in  a 
shopping  mall  it  just  be- 
gan building. 
GOP  BLITZ.  President 
Clinton,  who  has  visited 
the  state  28  times  in  the 
past  year,  has  helped  the 
rebound  by  spending  fed- 
eral dollars  on  earth- 
quake relief,  transporta- 
tion projects,  and  even 
defense  programs.  Mc- 
Donnell Douglas  Corp. 
plans  to  add  3,000  to 
5,000  jobs  at  its  Long 
Beach  plants  if  Congress 
approves  the  Clinton  Ad- 
ministration's plan  to 
spend  $16.9  billion  to  buy  80  additional 
C-17  transport  planes. 

Still,  says  state  Republican  Party 
Chairman  John  Herrington:  "Parading 
up  and  down  the  state  getting  his  pic- 
ture taken  in  front  of  airplanes  isn't  go- 
ing to  get  him  reelected."  Herrington 
says  the  GOP  will  bombard  the  state 
with  TV  ads  pointing  to  job  losses  after 
Clinton-ordered  defense  cuts.  And  he's 
skeptical  of  current  polls.  Herrington 
notes  that  in  an  early  Field  Poll  in  1980, 
Ronald  Reagan  and  Jimmy  Carter  were 
in  a  dead  heat.  Yet  Reagan  ended  up 
blitzing  Carter  by  almost  20  points. 

Of  course,  a  lot  may  change  by  Elec- 
tion Day  this  time  around,  too.  Dole, 
for  instance,  could  name  Daniel  E.  Lun- 
gren,  California's  attorney  general,  as 
his  running  mate, 


GOLDEN  AGAIN 


A  PERCENT 


■  ESI 
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buttressing  his  im- 
age in  the  state. 
But  a  healthy  econ- 
omy bodes  well  for 
the  incumbent.  And 
in  the  state  that 
Bill  Clinton  needs 
to  win  reelection, 
prospects  are  look- 
ing pretty  darned 
bright. 

By  Ronald  Gro- 
ver  in  Los  Angel- 
es, with  Linda 
Himelstein  in  San 
Francisco 


News:  Analysis  &  Commentary 


PEOPLE 


FROM  SENATOR  POTHOLE 
TO  SENATOR  KINGMAKER 

New  York  power  and  Dole  pal  D'Amato  is  riding  high.  Too  high? 


For  years,  friend  and  foe  alike  la- 
bored to  pin  a  label  on  the  phe- 
nomenon that  is  Alfonse  M. 
D'Amato.  New  York  Democrats  who 
watched  his  rise  from  the  Nassau 
County  Republican  machine  to  the 
U.  S.  Senate  scoffed  at  the  home-state 
chauvinism  of  the  self-described  Senator 
Pothole.  Rivals  who  watched  him  amass 
power  in  Albany  dubbed  him  "The  Em- 
peror of  New  York."  And  Capitol  Hill 
Democrats  who  have  squirmed  under 
D'Amato's  relentless  inquiry  into  the 
Whitewater  affair  have  described  him  as 
Bob  Dole's  "hatchet  man."  Now,  thanks 
to  his  insatiable  drive  for  upward  mobil- 
ity and  his  close  ties  to  Dole's  Presi- 
dential campaign,  a  new  tag  is  being 
pinned  on  D'Amato:  kingmaker. 

It  is  not  a  description  D'Amato  dis- 
courages. These  days,  the  brash  junior 
Senator  from  New  York  acts  as  if  he 
has  just  hit  the  trifecta  of  American 
politics.  And  in  a  way,  he  has — as  chair- 
man of  the  Senate  Banking  Committee 
and  the  National  Republican  Senatorial 
Committee,  leader  of  the  Whitewater 
hearings  bedeviling  Bill  and  Hillary 
Rodham  Clinton,  the  power  behind  his 
home  state's  governor,  and  a  key  ally  to 
the  likely  cop  Presidential  nominee.  "He 
may  not  be  Boss  Tweed,  but 
Al  D'Amato  is  setting  the 
agenda  for  the  Republican  Par- 
ty," says  Ashby  G.  Hilsman, 
the  Democratic  Leadership 
Council's  New  York  chairman. 
Crows  Richard  H.  Collins,  a 
D'Amato  fund-raiser:  "Alfonse 
is  the  King  of  New  York,  and 
he's  the  most  powerful  senator  in  Wash- 
ington besides  Bob  Dole." 
THUMBS  down.  Still,  critics  say  D'Ama- 
to is  stretched  so  thin — and  has  become 
so  identified  with  hard-line  GOP  policies 
that  are  out  of  sync  with  New  York — 
that  his  empire  could  collapse.  Indeed, 
supporters  and  detractors  question 
whether  D'Amato  can  manage  the  bal- 
ancing act  lie  has  created.  "He's  dig- 
ging his  own  political  grave,"  insists 
Democratic  pollster  Mark  Mellman. 

At  this  moment,  New  Yorkers  do  not 
love  Al  D'Amato.  State  voters  gave 
D'Amato  a  dism.il  68%-negative  rating 
in  a  Mar.  20-21  poll  by  Marist  Institute 


But  the  primary  is  long  over,  a 
Forbes  was  trounced. 

D'Amato  faces  tougher  obstacles 
chairman  of  the  Banking  Committee. 
D'Amato-backed  bill  designed  to  shi 
U.S.  securities  firms  from  sharehol< 
lawsuits  is  now  law.  But  the  panel's 
challenge — a  proposal  to  knock  do 
banners  among  the  banking,  insurar 
and  securities  industries — rema 
stalled. 

"PURE  BUFFOONERY."  As  for  Whi 

water,  while  many  Republicans  love  i 
D'Amato  committee's  grilling  of  a  s 
cession  of  Clintonites,  Democrats  com 
er  the  probe  a  pre-election  stunt  b; 
man  who  has  had  his  share  of  etr 
problems.  The  Whitewater  inquiry 
"pure  buffoonery,"  says  Representat 
Cynthia  A.  McKinney  (D-Ga.).  "Peo 
expect  the  worst  from  their  politicia 
and  Al  D'Amato  gives  it  to  them." 

Such  criticism  doesn't  seem  to  f 
D'Amato,  who  isn't  up  for  reelect 
until  1998  and  figures  he  has  time 
mend  fences — and  patch  pothole: 
|A  with  a  dollop  of  pork-ban-el  good: 
He  dismisses  critics'  carping  as  "p 
of  the  price  you  pay  to  do  the  jc 
Indeed,  D'Amato  now  says  it  is 
{  my  mind"  to  try  again  for  the  S 
|  ate.  "I  want  to  be  a  senator  fr 
§  New  York  for  many  years 
I  come,"  he  says.  Republicans  w; 
|  skeptics  not  to  count  D'Amato  c 
"The  road  to  political  success 
strewn  with  the  corpses  of  peo 
who   have  underestimated 
D'Amato,"  says  a  lobbyist. 
How  does  he  do  it?  "He's 
pedestal  of  perfection,  but 
D'Amato  is  New  York,"  s; 
one  ally.  "He's  tough.  H 
brash.    He's  aggressiv 


BALANCING  ACT:  Banking  chair, 
chief  Whitewater  pest,  top  New  York 
pol,  and  maybe  key  to  the  Presidency 


for  Public  Opinion.  Some  56%  of  Re- 
publicans and  69%  of  independents 
turned  thumbs  down.  The  reason:  "He 
has  switched  from  being  Senator  Pot- 
hole to  Senator  Politics,  and  he  has  al- 
ienated some  of  his  base,"  says  poll  di- 
rector Lee  M.  Miringoff. 

Take  D'Amato's  role  as  Dole's  cam- 
paign chairman,  which  angered  some 
Republicans.  Onetime  White  House 
hopeful  Steve  Forbes  labeled  him  "Com- 
missar D'Amato"  for  trying  to  keep 
Dole's  rivals,  including  Forbes,  off  the 
New  York  primary  ballot.  Forbes  was 
"absolutely  justified  at  being  annoyed," 
D'Amato  now  admits.  "I  was  wrong." 


Some  Republicans  privately  fret  t 
D'Amato  has  overstayed  his  welcoi 
but  the  incumbent  is  characteristics 
bold.  "If  I  run,  I'll  win.  It's  that  s 
pie,"  he  says. 

And  if  his  pal  Bob  Dole  wins 
White  House  in  November?  The  rur 
mill  has  D'Amato  getting  first  shot  £ 
number  of  plum  jobs,  including  Treasi 
Secretary,  but  he  says  flatly  he's 
interested.  "Treasury?  You've  got  to 
kidding,"  says  a  grinning  top  gop  lob 
ist.  "D'Amato's  job  will  be  the  one 
has  now:  kingmaker."  It's  a  descript 
D'Amato  hopes  will  stick. 

By  Richard  S.  Dunham  in  Washing 
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UCCESSIONS 


I  DEATH  IN 

IE  PARSONS  FAMILY 

[ow  it  handled  the  loss  of  its  CEO  on  the  Ron  Brown  mission 


parsons  President  Thomas  L.  Lang- 
^ford  knew  something  was  amiss  on 
I  Apr.  3  when  the  door  that  connects 
I  office  to  that  of  chairman  and  ceo 
eonard  J.  Pieroni  suddenly  opened, 
he  unannounced  visitor  was  June 
hute,  Pieroni's  assistant,  clutching  a 
jrtable  radio.  Together,  they  listened  to 
le  first  news  flashes:  Commerce  Sec- 
tary Ronald  H.  Brown's  military  plane 
as  missing  in  the  Balkans.  Pieroni  was 
irt  of  the  delegation. 
As  the  horrible  news  filtered  slowly 
it  of  Croatia,  boards  and  employees 
;  more  than  a  dozen  companies  across 
le  U.S.  were  forced  to  grapple  with 
Itupt  and  traumatic  change  at  or  near 
le  top.  Many  had  no  clear  succession 
lans  in  place.  Some  still  are  in  a  state 
?  turmoil.  A  week  after  the  disaster, 
arsons  Corp.,  which  offered  business 
eek  an  inside  look  at  how  one  compa- 
y  coped  with  a  crisis  of  management 
fid  morale,  is  moving  on. 
STATE  OF  SHOCK."  As  initial  reports 
f  the  disaster  raced  through  the  giant 
igineering  and  construction  company's 
asadena  (Calif.)  headquarters,  work 
round  to  a  standstill.  "It  was  unbe- 
evably  quiet,"  says  Jan  Van  Willigen, 
usiness  development  manager  in  the 
arsons  unit  that  builds  oil  refineries 
rid  gas  pipelines.  "People  were  in  a 
;ate  of  shock."  Within  minutes,  Lang- 
>rd  was  on  the  phone  to  Hawaii,  trying 
)  reach  Pieroni's  vacationing  family.  By 


noon,  he  had  tracked 
down  the  company's  five 
outside  directors  and 
scheduled  a  board  meet- 
ing in  Pasadena  for  24 
hours  later. 

By  the  time  the 
board  of  the  52-year-old 
company  met,  it  knew 
definitively  that  it  faced 
the  task  of  replacing  its 
top  executive.  Pieroni 
was  on  the  trip  because 
his  $1.6  billion  company 


DULY  ELECTED 


counts  large-scale  infra 

structure  projects,  such  Following  set  procedures, 
as  rebuilding  bridges,  th.e  Parsons  board  met  and 

alIThf  meXnftLd  quickly  tapped  McNulty 
be  interrupted  once,  by  (above)  to  take  the  reins 
a  pa  system  announce-  from  acting  chief  Langford 

ment  asking  the  compa- 
ny's 2,000  headquarters  employees  to 
observe  a  moment  of  silence  in  memory 
of  their  ceo.  Meanwhile,  the  dozen  or  so 
flags  that  customarily  fly  in  the  Par- 
sons courtyard,  signifying  the  countries 
in  which  the  company  is  doing  business, 
had  been  replaced  by  the  Stars  and 
Stripes  at  half  mast.  And  a  portrait  of 
Pieroni  was  hung  near  the  employees' 
entrance,  with  a  spray  of  flowers  in 
front. 

The  board  didn't  have  to  name  an 
interim  chief.  The  employee-owned  com- 
pany's by-laws  specify  that  the  presi- 


DUBROVNIK  DISASTER:  The  plane  that 
carried  Brown  and  Parsons'  Pieroni 

dent  has  all  the  duties  and  responsibili- 
ties of  the  ceo  in  his  absence.  And  they 
spell  out  the  procedure  that  provides 
for  succession:  The  board's  executive 
committee,  in  this  case  all  of  the  direc- 
tors except  Langford,  meet  to  name  a 
new  ceo. 

As  the  crisis  wore  on,  business  got 
back  to  normal.  "The  legacy  that  Len 
would  have  wanted  to  be  known  for  is 
that  it's  time  to  get  on  with  our  work," 
says  Langford.  The  family  underscored 
that  on  Apr.  8,  when  Pieroni's  son,  a  me- 
chanical engineer  at  Parsons,  delivered  a 
written  message  that  Langford  issued 
as  a  statement  to  the  company's  10,000 
employees  worldwide.  It  thanked  them 
for  hundreds  of  phone  calls  and  letters 
and  exhorted  them  to  help  fulfill  the  el- 
der Pieroni's  vision  "to  make  Parsons 
the  world's  premier  engineering/con- 
struction company." 

EASING  THE  CRISIS.  Pieroni's  goal  was 
to  vastly  expand  Parsons'  business  out- 
side of  the  U.  S.,  which  now  accounts 
for  only  30%  of  revenues.  To  do  so,  he 
instituted  in  January  a  reorganization 
consolidating  Parsons'  collection  of  com- 
panies into  four  business  units:  trans- 
portation, electric  power,  refining  and 
chemical  processing,  and 
infrastructure.  He  also 
set  up  a  regional  orga- 
nization to  coordinate 
Parsons  business  around 
the  world. 

The  process  of  imple- 
menting those  changes 
has  helped  ease  man- 
agers through  the  cri- 
sis, Langford  figures. 
"It's  recent  enough  that 
the  process  is  still  fresh 
in  everyone's  minds,  and 
everyone  is  still  en- 
thused about  the  new 
direction  we're  going," 
he  says. 

Certainly  Parsons  can 
still  work  fast.  Late  in 
the  afternoon  on  Apr.  9, 
the  board  announced  the 
results  of  its  deliberations  and  named 
James  F.  McNulty,  54,  as  the  company's 
new  CEO.  Langford  remains  as  president, 
and  retired  President  Ray  W.  Judson 
will  return  to  serve  as  chairman. 

For  McNulty,  a  West  Point  graduate 
who  headed  Parsons'  infrastructure  unit, 
the  appointment  was  a  complete  sur- 
prise. But  the  direction  he  intends  to 
take  the  company  is  not:  "My  plans  are 
to  make  Parsons  into  a  big  player  in 
the  global  marketplace."  It's  a  mission 
that  Len  Pieroni  endorsed  with  his  life. 
By  Larry  Armstrong  in  Pasadena 
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AIRLINES 


UP,  UP,  AND  AWAY 
-AGAIN 

TWA  is  cutting  debt,  hiring  workers,  and  even  showing  a  profit 


■  n  his  first  24  months  as  chief  execu- 
I  tive  of  Trans  World  Airlines  Inc.,  Jef- 
I  frey  H.  Erickson  regularly  spent  18- 
hour  days  rushing  from  one  crisis  to 
another.  When  he  wasn't  engaged  in 
hardball  negotiations  with  former  twa 
owner  Carl  C.  Icahn,  who  remained  a 
major  lender,  he  was  imploring  credi- 
tors to  exchange  debt  for  equity. 

Erickson,  51,  won  those  battles.  But 
he  was  still  edgy  in  March,  when  twa 
issued  stock  for  the  first  time  in  a 
decade.  After  all,  twa's  demise  had  been 
predicted  for  years. 

NEW  jets.  He  needn't  have  worried. 
The  8%  preferred  shares  were  gobbled 
up,  raising  $169  million  that  twa  can 
use  to  pay  off  debt  with  a  12%  coupon. 
"As  the  marketplace  becomes  more 
aware  of  our  story,  it  creates  a  lot  of  ex- 
citement," says  the  low-key  Erickson, 
a  former  aeronautical  engineer  who  in 

led  colleagues  by  leaving  Reno 
dch  he  helped  start,  for  twa. 

TWA  is  the  industry's  biggest 
con  ••  kid.  "J  firmly  thought  they 
wer<  don*  foi  t  vvo  years  ago,"  says  Mi- 
chael Boyd  pn  sident  of  Aviation  Sys- 
tems Researi  h   i  consultant.  "But  now, 


it  looks  like  they're  out  of  the  woods." 

On  Apr.  10,  the  St.  Louis  carrier's  com- 
mon stock  was  trading  at  23K,  up  from  4% 
after  it  emerged  from  bankruptcy  in 
1995.  It  posted  a  1995  operating  profit  of 
$25  million,  its  first  since  1989.  S.G.  War- 
burg estimates  twa  will  report  a  loss  of 
$68.9  million  in  the  sea- 
sonally weak  first  quar- 
ter. But  that's  an  im- 
provement over  1995's 
first-quarter  loss  of 
$122.8  million.  The  airline 
is  hiring  780  flight  atten- 
dants, 300  pilots,  and 
1,300  reservation  agents. 
And  it  has  ordered  10 
new  Boeing  757-200s  and 
leased  10  more. 

The  gains  have  come 
at  a  cost.  Erickson  ar- 
rived just  after  twa  closed  its  mini-hub 
in  Atlanta.  He  went  on  to  shutter  twa's 
commuter  subsidiary,  Trans  World  Ex- 
press, and  dump  flights  to  several  Euro- 
pean cities.  Debt  holders  suffered  a  $500 
million  cut  in  the  value  of  then-  holdings. 

Employees  also  paid  a  price.  They 
had  already  given  up  $660  million  in 


TAKING  OFF 
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CONSTANT  CRISIS:  Erickson 
startled  colleagues  when  he 
left  Reno  Air  for  TWA  in  H 

wage  concessions  in  1993,  1 
under  Erickson  they  agreed 
well  to  forgo  a  "snapback"  p 
vision  that  would  have  restoi 
their  previous  wage  levels 
1995.  Also  in  the  1995  restr 
turing,  they  saw  their  equ 
stake  in  the  company  chopf 
to  30%,  down  from  45%.  Tod 
though,  with  twa's  stock  so 
ing,  no  one  is  complainii 
"We're  breathing  easier,  b< 
as  employees  and  investor 
says  Don  Jacobs,  head  of  tw 
pilots  union. 

HALCYON  DAYS.  Certainly,  T 
is  benefiting  heavily  from  1 
current  favorable  environmi 
for  airlines.  United,  Americ 
and  Continental  all  post 
record  operating  profits  li 
year.  And  some  of  twa's  fie 
est  rivals  are  focusing  elsewhere.  I 
trenchment  by  American  Airlines  I 
and  Delta  Air  Lines  Inc.  has  given  T 
breathing  room.  And  Southwest  A 
lines  Co.  is  busily  expanding  in  Flori 
not  a  big  twa  market. 

With  its  restructuring  behind  it,  T 
can  compete  better  even  where  big 
vals  do  remain.  Erickson  says  that 
the  15  routes  where  twa  goes  head- 
head  with  Southwest,  twa  is  maki 
money  because  of  its  reduced  cos 
which  dropped  to  8.28(2  per  availal 
seat  mile — lower  than  United's  8.5(2  a 
American's  8.43(2  but  higher  than  Sou 
west's  7.1?. 

twa's  productivity  still  trails  those 
the  five  largest  carriers.  Its  on-time  p 
formance  lags  behi 
the  industry.  And 
debt  levels  remain  hi] 
Ray  Neidl,  a  Furm 
Selz  analyst,  says  tl 
while  airlines'  currt 
good  times  may  w 
give  twa  time  to  get 
house  fully  in  order, 
problems  are  "by 
means  solved."  Echc 
Southwest  Chief  Fin; 
cial  Officer  Gary  C.  K 
ly:  "Any  airline  tl 
doesn't  have  its  costs,  service,  and  b 
ance  sheet  in  order  could  be  in  troul 
when  the  economy  weakens." 

That  may  be.  But  even  then,  T1 
will  have  a  leg  up  on  its  rivals:  It's  be 
through  the  fire  several  times  alread 
By  Susan  Chandler  in  Chicago,  w 
bureau  reports 
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Introducing  e.Schwab. 

Theendofthe 
commission  compromise. 


If  you've  been  reading  about  all  the  new  trading  services, 
you  might  think  that  you  have  to  settle  for  bare  bones  service 
when  you  pay  bare  bones  commissions.  Not  anymore.  With 
e.Schwab™  investment  software  for  Windows®  you  can  get  the 
low  commissions  you  want  and  access  to  the  investing  tools 
you  need.  The  commission  compromise  is  over. 

More  than  low  commissions,  the  confidence  you  need. 

With  e.Schwab  you'll  enjoy  low  commissions  of  just  $39  for  stock  trades  up  to  1,000  shares.  (Just 
iree  cents  a  share  for  additional  shares.)  But  you  also  have  the  confidence  of  knowing  that  you're  trading 
ith  Charles  Schwab.  That  means  people  and  systems  with  22  years  of  trading  experience  through  all  kinds 
f  markets.  You  know  who  we  are. 


Stock  Commission  Comparison* 

200  Shares 

@  $35  Pei  Share 

500  Shares 

§  $15  Per  Share 

1,000  Shares 

@  $20  Per  Share 

5,000  Shares 

@ $20  Per  Share 

e.Schwab 

$39.00 

$39.00 

$39.00  $159.00 

uick&Reilly 

$76.50 

$77.75 

$109.00 

$205.00 

Vaterhouse 

$41.69 

$52.05 

$112.58 

$330.80 

Olde 

$60.00 

$80.00 

$125.00 

$235.00 

Online  Trading 


!ompany  Reports 


Savings,  convenience  and  the  tools 
you  need,  through  your  computer. 

e.Schwab  investing  , 
software  and  your  computer 
give  you  a  higher  level  of 
control  and  convenience.  You 


$39  a  Trade 


(click) 

r  - 


luotes  &  Balances 


can  access  your  portfolio,  create  charts 
and  graphs,  and  get  company  reports  and 
quotes  24  hours  a  day,  seven  days  a  week. 
What's  more,  you'll  have  access  to  Reuters 
Money  Network®  and  S&P  MarketScope: 
lus,  you'll  pay  nothing  for  e.Schwab  software. 

e.Schwab.  It's  the  end  of  the  commission  compromise. 


The  No  Compromise  Guarantee. 

Just  open  your  e.Schwab  account  before  June  30, 1996 
and  it  you're  not  satisfied  for  any  reason,  you  will  not  be 
charged  any  Schwab  exit  fees  to  switch  your  account  to 
another  broker.  No  questions.  No  compromises. 

1-800-e-Sehwabext.ioi 

1-800-372-4922  ext.  101 

http://www.schwab.com 


Charles  Schwab 


ased  on  a  March  1996  survey  conducted  by  Charles  Schwab.  Commission  rates  surveyed  are  for  stocks  and  may  vary  for  other  products.  Schwab  charges  a  small  fee  to  register  and  ship  security  certificates. 
1996  Charles  SchwabS  Co.,  Inc.  All  riahts  reserved.  Member  SIPC/NYSE.  (4/96) 


Relax.  Help  Is  QrJb 


Miles  Away 


Introducing  Lincoln  Continental's  Exclusive 
Personal  Security  Package  With  RESCU. 


Ten-thousand  miles  above  the  earth,  satellites  orbit  silently  through 


space,  waiting  for  the  owner  of  a  Lincoln  Continental  who  might 
someday  require  emergency  assistance.  With  the  push  of  a  button,  the 


available  RESCU  System  (Remote  Emergency 
Satellite  Cellular  Unit)  uses  global  positioning 
satellites  to  determine  your  location.  Your 


position  is  then  relayed  via  your  cellular  phone  to  the  Lincoln  Security 
Response  Center  which  will  dispatch  assistance  and  keep  you 
informed."  This  innovative  Personal  Security  Package  also  includes  the 
SecuriTire  System.  A  system  that  warns  you  of  tire  pressure  loss  and 
allows  you  to  drive  up  to  50  miles  even  after  a  puncture.**  Further  proof 
that  Lincoln  will  go  to  incredible  lengths  to  bring  you  the  ultimate 
luxury — peace  of  mind.  For  more  information  call  1  800  446-8888  or 
enter  http://www.Lincolnvehicles.com  for  Internet  access. 

'Subject  to  cellular  service  area  limitations  "Driving  distance  dependent  on  load,  speed  and  driving  conditions. 


What    A    Luxury   Car    Should  Be 


News:  Analysis  &  Commentary 


MUNICIPAL  FINANCE 


LESSON  PLAN 

FROM  CHICAGO'S  SCHOOLS 

A  financial  overhaul  offers  clues  for  strapped  city  systems 


F 


lor  a  primer  on  waste  and  abuse, 
I  consider  a  few  pages  of  horror  from 
the  Chicago  public  school  system, 
the  nation's  third  largest.  Administrators 
recently  discovered  a  school  guard 
charging  students  to  use  rest  rooms. 
Km'  decades,  the  hoard  maintained  hun- 
dreds of  full-time  tradesmen  such  as 
shademakers  and  cabinetmakers — 
quaint,  but  ridiculously  expensive.  As 
for  role  models,  the  immediate  past 
president  of  the  school  board,  D.  Sharon 
Grant,  began  serving  a  21-month  prison 
term  on  Apr.  2  for  years  of  tax 
evasion. 

Little  wonder  the  413,000-student 
citywide  district  has  been  a  chronic  un- 
derachiever,  and  its  financial  condition 
feebly  propped  up  for  nearly  two 
decades  like  so  many  of  the  city's  dete- 
riorating school  buildings.  Yet  just  as 
there  is  hope  for  even  the  most  way- 
ward student,  Chicago's  school  system  is 
on  the  cusp  of  a  dramatic  rehabilita- 
tion— at  least  financially.  By  mid-April, 
school  officials  plan  to  tap  the  public- 
debt  markets  for  up  to  $400  million  in 
general  obligation  bonds  as  part  of  a 
five-year,  $806  million  capital-spending 
program  to  fix  old  schools  and  build 
new  ones.  It's  the  first  time  the  schools 
have  had  access  to  the  markets  without 
help  from  city  or  state  bodies  since 
1978. 

NEW  POWER.  The  Chicago  schools' 
financial  reconstruction  owes 
much  to  state  legislation,  which 
went  into  effect  last  July,  and 
may  provide  a  useful  syllabus  for 
other  struggling  urban  districts. 
In  short,  the  Republican-con- 
trolled legislature,  fed  up  with 
what  they  regarded  as  special 
pleadings  for  schools  in  Democ- 
ratic  Chicago,  dumped  responsi- 
bility for  education  squarely  in 
the  lap  of  Mayor  Richard  M. 
Daley. 

T1h>  mayor  leaped  at  the  op- 
portunity. Armed  with  sweeping 
new  powers,  Daley  was  able  to 
appoint  his  own  board,  which  has 
extraordinary  authority:  Strikes 
are  prohibited  tin  u>gh  the  1 996- 
97  school  year,  and  key  work 
rules,  such  as  hiring  and  firing 


lights,  are  no  longer  subject  to 
collective  bargaining.  "Very  few 
mayors  have  this  authority,  and 
most  would  love  to,"  says  Jeanne 
Allen,  president  of  the  Center  for 
Education  Reform. 

Daley  quickly  moved  more 
than  three  dozen  senior  aides 
from  city  hall  into  school  board 
headquarters  and  replaced  the 
15-member  board  with  his  own 
five-member  body.  As  chief  exec- 
utive officer  of  the  schools,  Daley 
appointed  Paul  G.  Vallas,  the 
city's  former  budget  director  and 
a  trusted  former  aide. 

Within  six  weeks  after  taking 
over,  the  new  team  reached  an 
unprecedented  four-year  contract 
with  the  teachers'  union.  "We've  ~ 
moved  from  confrontation  to  problem- 
solving,"  says  Chicago  Teachers  Union 
President  Thomas  H.  Reece.  The  deal 
helped  promote  a  comprehensive  budget 
package.  Facing  a  cumulative  deficit  of 
$1.3  billion  over  four  years,  the  hyper-ki- 
netic Vallas,  who  speaks  with  the  flat 
twang  of  his  native  South  Side,  hacked 
away  at  bloated  payrolls.  Officials 
shaved  some  1,200  maintenance  and  ser- 
vice jobs,  saving  more  than  $135  million  a 
year.  "The  mayor  told  us  to  do  whatev- 
er is  necessary  to  get  the  job  done," 
insists  Vallas. 


"ROCK-SOLID":  Vallas  sees  a  budget  surplu 


By  early  fall,  the  district  had  c 
bled  together  a  four-year  budget,  1 
anced  annually,  and  with  a  $97  mil 
surplus  forecast  at  the  end.  "This  i 
long-term,  rock-solid  deal,"  says  Val 
It  impressed  the  three  top  rating  ag 
cies — Standard  &  Poor's,  Moody's, 
Fitch — which  proceeded  to  raise 
system's  rating  to  investment  grs 
"Daley  is  astute  enough  to  realize  t 
to  keep  the  population  from  leaving 
city,  he  needs  to  fix  the  schools,"  s 
Steven  J.  Murphy,  director  of  the  pu 
finance  group  at  Standard  &  Po> 
Corp. 

There  are  still  some  sV 
tics.  Says  Dion  Miller  Pe 
an  organizer  for  the  Cityv 
Coalition  for  School  Refo 
"They  still  have  to  prove  t 
can  boost  student  achie 


CHICAGO  HOPE 

How  the  school  system,  repaired  itself  enough  to  tap  the 
bond  market  for  the  first  time  on  its  own  since  1978 

LEGISLATION  Illinois  legislature  turns  control  of  the 
third-largest  U.S.  school  district  over  to  Mayor  Richard 

_  .       r     .  .                                         '  ment  without  laving  wasu 

Da^Alvelhl^sweeP[nl  powers   schoo]gi  principals>\nd  1( 


MANAGEMENT  Daley  installs  new  school  board  and 
team  led  by  former  City  Hall  finance  heavyweights 

BUDGET  Closes  $1.3  billion  deficit  over  four  years  and 
now  projects  balanced  budgets  due  to  cost-cutting 

LABOR  CONTRACT  Signs  unprecedented  four-year 
contract  with  teachers'  union,  gaining  wide  sway  over 
such  issues  as  class  size  and  work  rules 

FINANCING  Aims  to  raise  $300  million  to  $400  mil- 
lion in  public  markets  in  April  for  capital  improvements 

DATA  BUSINESS  WEEK 


[school  governance]  counc: 
The  new  board  is  now 
ting  tough  new  standards 
students  and  teachers.  T 
will  test  the  new  boai 
mettle  at  least  as  much 
putting  its  finances  in  on 
While  the  overall  gradt 
Incomplete,  the  board's 
nancial  performance  rate 
strong  Pass. 

By  Richard  A.  Melc 
in  Chic 
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Guess  //wwwhere 

UPS.  has  just: 

revolutionized.com 

the:SHIPPING// 

©business. 


http://www.ups.com 


Check  out  our  homepage  on 
the  World  Wide  Weh  or  look  for  us 
on  the  major  on-line  services 


Leave  it  to  UPS  to  take  the  hassle  out  of  shipping  pack- 
ages worldwide.  In  fact,  everything  you  need  is  just  a 
few  keystrokes  away.  Introducing  UPS  on  the  Internet, 
a  direct  link  between  your  computer  and  UPS.  Now 
you  can  track  packages  worldwide.  Arrange  same -day 
pickups*  Even  calculate  shipping  costs  instantly,  right 
from  your  computer.  And  to  reach  Customer  (^^^) 
Service,  just  use  e-mail.  It's  a  quicker,  easier 
way  to  interact  with  UPS.  Which  means 
it's  a  quicker,  easier  way  to  get  things  done, 


WORLDWIDE 
OLYMPIC  SPONSOR 


ups 


MOVING  at  the  SPEED  of  BUSINESS. 


News:  Analysis  &  Commentary 


DRUGS 


THALIDOMIDE. 
IT'S  BACK 

Can  marketers  position  it  as  an  AIDS  and  cancer  treatment? 


As  far  as  image  goes,  thalido- 
mide ranks  roughly  down 
there  with  salmonella  and 
Satan.  The  drug,  used  to  treat 
morning  sickness  and  as  a  sleep- 
ing pill  in  the  early  1960s, 
caused  10,000  babies  around  the 
world  to  be  born  with  flippers  in 
place  of  limbs,  and  with  bones 
that  float  around  their  bodies. 
Thirty  years  later,  people  hear 
the  word  and  still  think  of  the 
worst  pharmaceutical  disaster 
ever. 

Now,  drug  manufacturers 
large  and  small  are  hoping  to 
perform  the  ultimate  brand 
repositioning.  In  recent  months, 
the  industry  has  ratcheted  up 
the  pace  of  thalidomide  devel- 
opment for  new  uses.  Bristol- 
Myers  Squibb  Co.  announced  on 
Apr.  3  that  it  is  launching 
thalidomide  trials  on  cancer  pa- 
tients with  the  National  Cancer 
Institute  to  evaluate  the  drug's 
effectiveness  in  limiting  tumor 
growth.  Andrulis  Pharmaceuti 


A  Drug  in  Rehab 

Thalidomide  is  hazardous  to  fetuses  but  could 

 ^^^.^_^^.^fS!f_^^^  

AIDS,  CANCER,  RHEUMATOID  ARTHRITIS,  TUBERCULOSIS 

Thalidomide  may  halt  overproduction  of  a  protein,  TNF- 


tives,"  says  Sol  J.  Barer,  president 
Celgene.  "This  is  the  opposite." 

Bristol-Myers  Squibb  isn't  as  1 
along  with  thalidomide.  But,  says  I 
Slichenmyer,  the  company's  director 
clinical  cancer  research,  marketing  t 
drug  "ought  to  inspire  some  sort  of  ( 
traordinary  precaution."  Possibilities 
elude  individually  wrapped  pills  and 
warning  label  on  birth  defects. 

LOUD  WARNING.  Certainly,  ma 
drugs  can  cause  birth  defec 
"Thalidomide  is  notorious,  but 
is  not  unique,"  says  Robert 
D'Amato,  a  doctor  at  Harva 
University  Medical  School  w 
is  researching  the  drug.  It  con 
however,  elicit  a  visceral  re; 
tion  from  any  patient.  And  leg 
ly,  experts  say,  a  loud  and  s] 
cific  warning  is  essenti 
because  a  jury  could  react 
kind.  A  warning  such  as  C 
gene's  could  limit  liability,  ss 
Stanford  University  Law  Scb 
torts  professor  Marc  A.  Frank 
if  it  "is  in  the  right  place,  I 
the  right  prominence,  the  rij 
size,  and  the  right  intensity." 

That's  good,  because  the 
sands  of  people  need  the  rel 
thalidomide  may  promise,  f 
searchers  say  the  drug  wor 
in  two  ways.  First,  it  inhib 
the  growth  of  blood  vesse 
That's  probably  why  fetuses  ( 
posed  to  thalidomide  could  r 
grow  limbs.  But  that  propei 


that  show  the  drug  cures  painful  A,DS  qanCER,  RHEUMATOID  ARTHRITIS,  TUBERCULOSIS             ^arve  cancer  tumors  or  preve 

oral  ulcers  in  aids  patients.  And  Tha,idomide       ha,t  overproduction  of  a  protein,  TNF-          blindness   caused   by  ves. 

tiny  Celgene  Corp.  last  month  ,  ,        ,       '    .  ..  .  1           .  ,     "u.  1      ,          growth  in  the  eyes.  In  additu 

began  selling  thalidomide  at  cost  .alPha'  that  Can  ""^jf  to  .the  raP'^  weight  loss  and           ^  (]mg  may  ^  ove).prodl 

to  aids  patients  who  didn't  qual-    I?Y?L^^^5^'„„_^„___^??__1^??®?1   tion  of  a  protein  that  can  cat 

ify  for  clinical  trials.  Yes,  execu-  A|DS  TNF.a|pha  te!|s  Hiv  to  begin  copying  itself,  SO  by  limit-    raPid  wei^ht  loss  among  AI 

tives  say,  thalidomide  causes  ,       ^  f  jNF-alpha,  thalidomide  may  slow  the  spread 

hornne  birth  defects.  But  it  may  .  ,.  .    .  \.  '     .   .                    ,m(,  f 

be  able  to  fight  some  of  the  of  HIVand  eiLmJnaJltheAral.ulcerA  »J^M?_S:_. 

world's  deadliest  diseases. 


moving  MOUNTAINS.  To  present 
thalidomide  once  again  as  a 
wonder  drug,  though,  could  be 
like  moving  mountains.  "From 
a  marketing  standpoint,  I  don't 
think  it  gets  any  tougher  than 
this,"  says  Paul  J.  Kelly,  principal  at 
Silvermine  Consulting  Group,  a  West- 
port  (Conn.)  firm  that  works  with  drug 
companies.  "Those  images  of  thalido- 
iv  ■  babies  are  still  pretty  fresh  in 
everybody's  minds." 

r  how  Celgene  is  marketing 
tl     >  ligible  aids  patients.  Right 

uj  '  rnpha .sizing  the  downsides 
to  ;  •  .  .  hoping  to  confront  them 
directly  ai  d  persuade  patients  to  be 


CANCER  AND  DIABETES-RELATED  BLINDNESS  Because 
thalidomide  appears  to  slow  the  growth  ot  blood  vessels,  it 
may  retard  the  growth  of  tumors  and  of  vision-impairing 

vessels  behind  the  eye.   Americans  were  spared  mu 

harm.  But  the  drug  was  wid< 


and  cancer  sufferers.  If  tes 
continue  to  be  promising,  t 
companies  will  request  Food 
Drug  Administration  appro^ 
this  year. 

Because  the  fda  never  i 
proved  thalidomide  in  the  '6i 


DATA:  BUSINESS  WEEK 

careful,  but  not  to  overlook  the  drug. 

The  16-page  pamphlet  Celgene  dis- 
tributes looks  like  something  the  drug's 
opponents  might  produce.  Emblazoned 
in  red  with  "Thalidomide"  at  the  top  of 
the  cover  sheet,  it  even  uses  a  photo 
of  a  thalidomide  baby  to  warn  of  the 
drug's  dangers.  The  explanation  of  how 
the  drug  treats  AiDS-related  weight  loss 
is  left  for  the  back  pages.  "Usually  drug 
companies  try  to  downplay  the  nega- 


used  in  Canada,  South  Ame 
ca,  and  Europe.  In  Brazil,  where  it  cc 
tinues  to  be  taken  to  treat  leproi 
thalidomide  victims  are  still  being  boi 
Brazil's  experience  shows  that  thalk 
mide's  ability  to  alleviate  symptoms 
some  incurable  diseases  can  obscure 
power  to  maim.  So  despite  its  promi: 
even  thalidomide's  makers  seem  inte 
on  maintaining  at  least  part  of  its  b 
name. 

By  David  Leonhardt  in  New  Yo 
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carting  at  q>iyy,  new 
ack-UPS®  Pro™  pays  for  itself 
ie  first  time  you  use  it 

>erts  agree:  Windows  95  and  Windows  NT 
land  uninterrupted  power  byAPC 


If  you're  using  a  computer,  few  things  are 
more  certain  than  power  problems.  If  you 
haven't  yet  had  a  blackout,  lost  a  hard 
dv    drive,  or  toasted  a  modem,  you  will. 

It's  almost  a  statistical  certainty. 
m  no  surprise  that  PCWeek  showed  power 
:ms  such  as  blackouts,  brownouts,  and 
accounted  for  almost  as  much  data  loss  as 
ter  factors  combined,  or  that  a  leading 
nting  firm  attributed  the  largest  single  cause 
iputer  downtime  to  —  you  guessed  it  — 
Dwer. 


:i-tasking  multiplies  your  risk 
he  big  one" 

Iti-tasking  operating  systems  like  Windows 
i  Windows  NT  Workstation  let  you  open 
amputate  multiple  files  and  applications  at 
me  time.  That's  why,  unfortunately,  as  PC 
line  says  "When  Windows  95  does  crash, 
lorrible  mess..." 

reover,  if  you  are  "wired"  to  the  Internet, 
■line  service,  or  dialing  into  the  office, 
discover  that  phone  lines  are  common 
for  surges  taking  the  express  route  direct  to 
notherboard. 

hort,  if  you  still  don't  have  proper  protec- 
hat  $5  surge  strip  doesn't  count)  it's  time  to 
t  yourself  before  you  kick  yourself, 
ts  agree:  If  you  choose  not  to  use  proper 
tion  now,  the  next  time  you  see  this  ad 
e  too  late. 


tm 


Back-UPS 
Pro 

4    2  0 


Powe/CTiuto*  Pw 


TO  ftornut  p*w*  «  rt*r*<*'  UCS  wi  Dn* 


*  omasum 


APC  Uninterruptible  Power  Supplies  provide  tnstant  banery  backup  lo 
protect  your  data  from  loss  and  your  hard  drive  from  damage  Units  are 
even  covered  by  up  to  S2S.0O0  m  lifetime  surge  protection  insurance 
No  wonder  the  world's  (eodmg  computer  experts  recommend  APC 


FREE! 

Back-UPS  Pro  PnP  models  include 

PowerChute®  Pro" 

Power  Management  Software 

Get  safe  automatic  shutdown,  power  event 

recording  for  power  quality  analysis, 
real-time  UPS  status,  and  certified  Win  9S 
compatibility  for  quick  and  easy  installation 

Currendy  supports  Window*  9S.  Windows  3  xx. 
Windows  NT  Windows  for  WoHcgroups.  and  OS/2 


Get  a  FREE  Desktop  Computing 
Protection  Planning  Guide  or  60 


Power 

page  Catalog! 


ed  for 

I 

)S0tt 
ws95 


"Ensure  reliable 
performance  by 
choosing  a  UPS 
licensed  to  bear 
the  Designed  for 
Windows  95  Logo.. 
—  Microsoft 


ake  advantage  of  Windows  95's 
n  Agent  and  DriveSpace  ultra- 
'ession  —  graceful  shutdown  in 
ent  of  an  extended  power  out- 
is  become  increasingly  impor- 
t's Plug  and  Play  Back-UPS 
iO...  is  one  slick  package." 
■  Computing 

'★...Should  be  standard 
nent  on  every  desktop... 
ve,  affordable,  designed  to  last." 
"  Computing 


"...Adding  UPS  protection  from  a  ven- 
dor on  the  Windows  NT  Hardware 
Compatibility  List,  like  APC,  greatly 
enhances  the  core  reliability  of  your 
workstation  and  helps  ensure 
increased  end  user  productivity  and 
network  data  security." 

—  Microsoft 

"Pair  your  PC  up  with  the  right  UPS, 
and  PnP  will  safeguard  it  against  short 
or  long  term  power  problems." 

—  Windows  Magazine 

"★★★★The  [Back-UPS]  Pro  420  is 
an  excellent  way  to  protect  your  sys- 
tem from  the  dangers  of  sporadic 
power." 

—  Home  Office  Computing 


Use  ARC'S  handy  electronic  guide  to  learn  more  otioot  the  myths  and  musts  of 
workstation  power  protection  or  use  the  amazing  online  sizing  guide  lo  customize 
a  defense  against  power  events. 

□  YES!  id  like  to  add  reliability  to  my  PC.  Please  send 
my  FREE  Planning  Guide  and  Catalog.  DeP'  R3 

□  NO!  I'm  not  interested  at  this  time,  but  please  add  me  to  your  mailing  list. 


Name: 


.Title: 


Company: 
Address:  _ 


City: 


_State:. 
Fax: 


-Zip:. 


Phone:   

E-Mail:  

Is  this  your  first  contact  with  APC?      D  Yes  DNo 

#  of  workstations  to  protect/sold:  

Brand  of  UPS  currently  used/sold:  

□  End  User      Q  Reseller  For  prompt  service,  please  answer  all  questions  dearly. 


More  than  6,000,000  satisfied  users 
say  "Protect  ME!  with  APC" 


"We've  had  great  experience 
with  APC."  says  Cordon 
Zellers.  "The  Sack-UPS  Pro 
has  great  features:  it  tells  you 
if  the  battery  is  getting  low. 
and  they're  user  replaceable 
with  no  hassle 
As  a  small  busi- 
ness, our  com- 
puters and 
phones  are  vital 
to  us.  So  is  APC 
protection." 


"I'm  an  electrical  engineer, 
and  understand  what's  need- 
ed to  protect  a  Pentium<lass 
machine.  I  recommend  these 
to  everyone  I  know,"  says  Jim 
Rawnick.  "I  especially  like  the 
Back-UPS  Pro  because  it 
compensates  for  voltage 
irregularity  without  kicking 
over  to  battery  " 


"As  a  Fortune  500  company, 
we've  used  APC  for  at  least  6 
years,"  says  Matt  Lazar  of 
Phelps-Dodge  subsidiary 
Columbian  Chemicals  Co. 
"The  new  Back-UPS  Pro  PnP 
is  easier  to  use 
than  ever  and  is 
now  our  preferred  I 
UPS  for  our 
corporate  PCs." 


Back-UPS  Pro  PnP  UPSs  feature: 

•  Instantaneous  battery  backup  protects 
data  against  total  loss  of  power. 

•  Automatic  Voltage  Regulation  (AVR) 
provides  tile  edge  you  need  for  full 
protection  against  extended  brownouts 
and  overvolrages  without  draining 
your  UPS's  battery. 

•  CellGuard™  intelligent  battery 
management  dramatically  extends  bat- 
tery life  with  fast  recharge  and  deep 
discharge  protection.  Battery  diagnos- 
tics warn  you  before  problems  occur 
and  batteries  are  quickly  and  safely 
user-replaceable  without  need- 
ing to  shut  your  system  down. 
(Batteries  last  3-6  years  under 
normal  use). 

•  If  your  properly  connected 
equipmr  t  is  ever  damaged  by 
an  AC  surge,  including  surges 
due  to  lightning,  APC  will 


repair  or  replace  our  product  and  up 
to  $25,000  of  connected  equipment  for 
.is  long  as  you  own  your  Back-UPS  Pro 
(See  Policy  for  details). 
•  Built-in  phone  line/lOBase-T  netw  ork 
cable  surge  protection 
lor  a  bulletproof  Hi'  MS 

response  to  anything 
Mother  Nature  or  Murphy's  Law 
sends  your  way. 

So  don't  wait  for  the  school  of  high 
shocks  to  teach  you  an  expensive  lesson. 
Ask  for  APC  today. 


LIFETIME 
EQUIPMENT 
PROTECTION 

IM  U  IMK  U  tOU  OWH  THri  PMOWl  0 
TOUR  HI0PI11I  'OHKfHID  (guiPKMt  fi 
ill*  UUUGID  nun  1UKI.  INCLUDING 
mii:  mh  to  \pmm  *K  win  um 
on  Hfva  m  rtooun  md  up  to  asm 
a  ionhiltid  loumtin  flit  rourt  ion 

DElUll  UUG  IN  111  Wt  UXUU  0KH| 


Available  at: 


COMPUSA 


m 

•  For  advanced  PC  protection  including  aut 
voltage  regulation,  CellGuard  battery  managemei 
phone  line/IOBaseT  protection,  choose  the  Back 
Pro.  For  longer  runtime  choose  a  higher  VA  ratir 

APC 


Badk-UPS  Pro^-! 


Back-UPS  PRO  Advanced  PC  Prote 

For  Pentium,  486,Win  95,  ond  Business  Applications 


Volt-Amp  Rating 

280PNP 
420PNP 
650PNP 

1000** 
1400** 


List  Price 

$199 
$339 
$419 
$589 
$759 


Runtii 

6  mm 
8  min 
17  mir 
35  mir 
74  mir 


•  For  basic  PC  protection  choose  from  the 
Back-UPS*  family  (software  not  included). 


APC 


Back-UPS  600 


Back-UPS  Basic  PC  Protection: 

For  286,  386,  Entertainment,  and  education 


Volt-Amp  Rating 

200 
280 
400 
450 
600 
900 
1250 


List  Price 

$1  19 

$139 

$199 

$254 

$359 

$529 

$689 


Runti 

7  min 
1 3  mil 
24  mil 
3  I  mil 
47  mil 
75  mil 


•  For  Fileserver  protection,  ask  for  our  aw 

winning  Smart-UPS®  line  (not  shown). 

•  For  Datacenter  protection,  ask  about  ou 
Matrix-UPS  line  (not  shown). 

•  For  hardware-only  surge  protection,  as! 

APC's  SurgeArrest'"  line  (not  shown). 

'Runtime  shown  is  for  typical  Pentium  desktop  system  and  m 
vary  with  your  actual  load 

Note  Back-UPS  200  not  recommended  for  Pentium  systems 
**Does  not  include  FREE  PowerChute  Pro  Power  Managemer 
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COMMENTARY 

By  Joan  O'C.  Hamilton 


MEASURING  BIOTECH  BY  PATENTS  IS  PATENTLY  ABSURD 


r here's  a  peculiar  phenomenon 
that  plagues  biotechnology  from 
time  to  time:  the  cloning  of 
eaningless  statistics. 
With  well  over  1,000  companies 
ckeying  for  position  and  funding, 
lalysts  scramble  to  come  up  with 
•ecise-sounding  rationales  on  which 
i  base  stock  picks  for  concerns  that 
on't  post  profits  for  years, 
ompanies  try  to  claim  superi- 
•ity  over  rivals  because  they 
ive  fancier  equipment  or 
ore  PhDs  on  staff.  Relying  on 
ich  tangential  indicators  is  a 
de  effect  of  dealing  with  a  20- 
?ar-old  industry  in  which  the 
ilk  of  products  remain  stub- 
)rnly  in  the  future.  Now,  an 
•tide  in  a  scientific  journal 
mfounds  the  picture  yet 
rain. 

In  a  commentary  in  the  Apr. 
edition  of  the  British  journal 
'ature,  authors  from  the  Uni- 
?rsity  of  Sussex  claimed  to 
ive  completed  a  "comprehen- 
ve  analysis  of  patented  hu- 
ia.n  dna  sequences."  They 
iund  that  three-quarters  of 
le  1,175  patents  awarded  in 
le  U.S.,  Europe,  and  Japan 
stween  1981  and  1995  have 
sne  to  the  private  sector, 
bout  half  of  those,  the  study 
dculated,  went  to  Japanese 
>mpanies.  Further  underscor- 
ig  the  notion  that  the  Japan- 
se  are  cornering  the  market 
n  the  human  genome  is  a 
inking  of  the  13  companies 
ith  the  most  patents.  The  list  is 
>pped  by  Japan's  Takeda  Chemical 
idustries  Ltd.  with  63  patents.  Six 
ther  Japanese  operations  are  in  the 
roup.  Just  four  are  American,  the 
ther  two  Swiss. 

IANY  ANOMALIES.  The  list,  however, 
lainly  shows  why  such  calculations 
f  quantity  rather  than  quality  are 
'orthless.  For  example,  Amgen,  the 
'orld's  most  successful  gene-splicing 
jmpany,  with  1995  earnings  of  $538 
lillion  on  sales  of  $1.9  billion,  didn't 
ven  make  the  Nature  rankings.  By 
Dntrast,  list-leading  Takeda,  though 
strong  research  company,  has  not 
eveloped  any  gene-related  drugs, 
•ther  anomalies:  Genentech  Inc.  is 
anked  No.  2  and  the  U.S.'s 
trongest  patent  holder,  with  41 


granted.  In  fact,  that  company  is 
now  majority-owned  by  Swiss  drug 
giant  Roche  Holdings.  Cetus  Corp., 
which  is  ranked  as  another  top  U.S. 
entry  at  No.  9,  was  broken  up  and 
sold  several  years  ago. 

But  any  implication  that  the  U.S. 
is  lagging  in  biotech  is  wrong.  In 
the  early  1980s,  Congress  worried 


that  Japan  was  gearing  up  to  take 
over  world  biotech,  the  way  it  con- 
quered electronics.  Despite  billions 
in  Japanese  investments,  it  never 
happened.  "We  didn't  weigh  heavily 
enough  the  lack  of  good,  basic  sci- 
ence in  Japan,"  notes  Susan  K.  Cly- 
mer,  a  Japanese  biotech  expert  and 
the  managing  director  of  consulting 
firm  NichiBei  Bio. 

Parallels  between  biotech  and 
other  industries  also  can  be  mislead- 
ing. In  electronics,  for  instance, 
Japanese  companies  succeeded  part- 
ly by  filing  many  patents  of  fairly 
narrow  scope.  Even  if  they  didn't 
innovate,  the  companies  tweaked  es- 
tablished processes  and  inventions 
and  were  able  to  broker  their  intel- 
lectual property  in  dealmaking. 


Compared  with  electronics,  how- 
ever, biotechnology  is  mired  in  mo- 
lasses. The  technology  moves  quick- 
ly, but  the  mysteries  of  the  human 
body  constantly  thwart  rational- 
sounding  plans  for  new  agents.  A 
drug  may  not  hit  the  market  for  a 
decade  or  more  after  its  discovery, 
with  the  clock  on  patents  ticking  all 
the  while.  Perhaps  even  more 
significant,  incremental  manu- 
facturing advances  and  other 
small  steps  are  virtually  irrele- 
vant in  biotech.  Once  a  drug- 
enters  the  regulatory  testing 
phase,  it  cannot  be  changed  in 
any  way,  including  its  manufac- 
turing process,  because  that 
could  influence  its  safety  or  ef- 
fectiveness. It's  a  good  bet  that 
most  of  the  patents  on  the  Na- 
ture list  never  resulted  in 
products  at  all. 

A  more  significant  competi- 
tiveness issue  is  the  degree  to 
which  European  drug  houses 
have  artfully  formed  partner- 
ships with — or,  in  some  cases, 
bought  into  the  best  of — Amer- 
ican biotech  companies.  Take 

HUMAN  DNA  SEQUENCE 

Japan's  Takeda  sits  atop 
the  Nature  list  of 
patent  holders  but 
hasn't  developed  any 
gene-related  drugs 

Roche's  purchase  of  most  of  Genen- 
tech, Britain's  SmithKline  Beecham's 
closely  aligning  with  sequencing 
powerhouse  Human  Genome  Sci- 
ences, and  Ciba-Geigy's  majority 
stake  in  Chiron. 

Just  adding  up  the  number  of 
patents  drugmakers  hold  is  like 
handicapping  the  National  Football 
League  by  simply  listing  the  height 
and  weight  of  the  players.  As  in 
football,  factors  such  as  experience, 
skill,  luck,  and  performance  over- 
time are  the  hallmarks  of  a  biotech 
winner.  The  only  tally  that  counts  is 
who  makes  and  sells  the  most  im- 
portant products. 

Hamilton  tracks  biotech 
from  San  Francisco. 
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N       G  WITHOUT  LIMIT 


ll^our  people  have  all  the  latest 
Productivity  Software.  So  Why  Aren't 
They  Being  More  Productive? 


You  could  hire  superhuman  workers,  load  their  computers 
with  pi  iwerful  si  iftware,  and  cut  their  lunch  hour  in  half.  But 
withoul  enough  memory,  thc\  still  won't 
he  productive.  That's  because  today's  high- 
pi  rformance  software  demands  more  memory. 
According  to  a  recent  study  in  PC  Computing, 
i  tin  mory  upgrade,  combined  with  the  latest  solt- 
w  an  saved  the  average  employee  up  to  1 1 5  hours  a  year.  Of  ci  turse,  in >t  just 
an  .  memory  will  do.  You  need  the  one  that's  used  by  more  Fortune  500" 


companies  than  any  other  brand:  Kingston1!  We  make  customized  men 
tor  almost  every  PC,  server,  printer,  and  workstation  out  there.  Am 
guarantee  reliability,  we  test  every  i. ell  on  ever}  chi] 
every  module.  (On  a  16  megabyte  module,  tr 
128  million  cells.)  One  more  thing:  Our  men 
costs  up  to  50%  less  than  the  system  manufactiii 
brand.  To  find  out  how  much  you  can  save,  just  call 
toll-tree  number:  (800)  567-0401.  Now 
that's  being  productive,  don't  you  think.' 


.11    you  cull  j.i  v  i,  jii.si  i.ai  i 

iJlKIStOI 

A  m.  TECHNOLCJGY  CORPORA! 


Fim   in ( 


n  format  ion  call   us  at    (  8  00  )    5  6  7-0401 


Visit  our  Web  sue  http://wuiw.fcingston.eom/bw.J 


Kingston  TechnoloS\  (  ,.ri,,r  .,.  1 7<«X"  Ncwhnpe  Sweet,  h.unr.nn  Valley,  CA  92708  I  ISA,  (714)  435-2600,  Fax  1714)  435-2699  ©  1996  Kingston  Technology  Corporation.  All  rights  res* 

Kingston  i.  ,i  registered  trademark  ..I  Kingston  Tec  hnology  Corporation  All  other  registered  trademarks  are  the  property  or  their  resnective  owners. 
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TED  BY  KELLEY  HOLLAND 


ENDER  PROBLEM 
MITSUBISHI 

EQUAL  EMPLOYMENT 

ortunity  Commission  is 
ing  the  brakes  on  a  Mit- 
shi  unit.  On  Apr.  9,  the 
2  charged  that  Mitsubishi 
or  Mfg.  of  America  has 
iminated  against  as  many 

00  women  since  1990  by 
nitting  sexual  harassment, 
liation,  and  forced  resig- 
ns at  its  facility  in  Nor- 

111.  "Our  position  is  that 
wing  harassment]  was 

of  standard  operating 
edure,"  says  John  Hen- 
ison,  the  eeoc  regional  at- 
3y  in  Chicago.  The  federal 
n  follows  a  sexual  harass- 
t  class  action  filed  on  be- 
of  women  in  the  plant  in 

1  Under  the  1964  Civil 
its  Act,  each  plaintiff  could 


CLOSING  BELL 


EMPORARY  LULL 

ployee  Solutions  shares 
red  1,266%  in  the  past 
months,  as  analysts  laud- 
the  employee  leaser.  But 
Phoenix  company's  stock 
e  on  Apr.  8.  The  cause:  a 
II  Street  Journal  report  of 
it-sellers'  concerns  about 
urance  reserves  and  loss 
os.  Arthur  Andersen  called 
reserves  adequate  in  its 
rend  audit,  and  most  ana- 
s  deemed  the  drop  a 
nee  to  buy.  The  company 
ects  to  meet  or  beat  first- 
irter  estimated  earnings. 
:overy  came  Apr.  9,  when 
stock  leaped  13%. 


iPR.  1,  "96  APR.  9 

)ATA  Rl  OOMBFRG  FINANOIAI  MARKFTS 


be  awarded  up  to  $300,000, 
possibly  leading  to  the  largest 
judgment  ever  for  sexual  ha- 
rassment. Mitsubishi  denies 
any  wrongdoing. 

ABBOTTS 
AIDS  SCARE 

ABBOTT    LABORATORIES  HAS 

big  problems  with  its  aids 
test  kit.  The  Chicago  drug- 
maker's  German  unit  on  Mar. 
25  halted  new  shipments  of 
the  laboratory  test,  which  is 
used  to  detect  antibodies  of 
hiv,  the  virus  that  causes 
aids.  The  test  gave  a  nega- 
tive reading  for  four  patients 
known  to  have  the  hiv  virus. 
While  the  exams  aren't  used 
in  the  U.  S.,  about  2.5  million 
have  been  shipped  worldwide 
since  June,  1995.  Abbott  offi- 
cials say  the  German  tests 
account  for  fewer  than  10% 
of  all  the  aids  tests  they 
have  shipped. 


GRAMM  VS.  THE  GUY 
IN  THE  PICKUP 

CALL  HIM  VICTOR  THE  GIANT 

Killer:  On  Apr.  9,  Victor 
Morales,  a  Texas  school- 
teacher who  campaigned  in 
a  Democratic  runoff  for  a 
U.  S.  Senate  seat  by  criss- 
crossing the  state  in  a  1992 
pickup,  stunned  14-year 
House  veteran  John  Bryant 
by  winning,  51%  to  49%. 
Now  he's  set  to  battle  Re- 
publican Phil  Gramm,  who 
has  $3.5  million  in  the  bank. 
Morales,  meanwhile,  lacks 
even  a  campaign  adviser.  De- 
spite a  failed  Presidential 
campaign,  Gramm  remains 
relatively  popular  back  home. 
Morales,  46,  a  self-described 
champion  of  "the  little  guy," 
hopes  to  fell  another  giant. 

ROCKWELL  S  NASTY 
CHEMICAL  REACTION 

ROCKWELL      CEO  DONALD 

Beall  has  had  better  days.  On 
Apr.  8,  Rockwell  pleaded 


HEADLINER:  FRANK  BIOND 


LOSE  A  CEO,  GAIN  AN  EDGE 


Fairly  or  not,  Frank  Bion- 
di  Jr.  may  prove  more 
valuable  to  Viacom  as  a 
bargaining  chip  than  as 
an  active  executive. 
After  the  well- 
regarded  Biondi 
was  ousted  by 
Viacom  Chair- 
man Sumner 
Redstone  in 
January,  he  was 
expected  soon  to 
join  mca,  the  enter- 
tainment company  bought 
last  year  by  Seagram  ceo 
Edgar  Bronfman  Jr.  But 
the  small  matter  of  Bion- 
di's  employment  contract 
with  Viacom  remains 
unresolved.  The  contract 
bars  Biondi  from  working 
for  a  Viacom  rival  for  a 
full  year. 

Negotiations  between 


the  two  entertainment 
companies  over  the  terms 
of  Biondi's  release  are 
ongoing.  Analysts 
expect  the  wily 
Redstone  to 
wrest  some 
valuable  con- 
cessions from 
mca  as  the 
price  of  Biondi's 
freedom.  Among 
them:  the  right  to 
create  new  cable 
networks. 

"My  negotiations  are 
finished  with  both  Sea- 
gram and  Viacom,"  says 
Biondi.  Now,  "they  are 
negotiating,  and  I'm  not  a 
party  to  that.  [Resolution 
could  take]  two  hours  or 
nine  months."  No  com- 
ment from  mca  or  Viacom. 
By  Elizabeth  Lesly 


guilty  to  three  federal  felony 
accounts  of  illegal  hazardous 
waste  disposal  and  agreed  to 
pay  a  $6.5  million  fine.  The 
plea  follows  lengthy  investi- 
gations into  the  1994  deaths 
of  two  Rockwell  scientists 
who  were  killed  in  a  chemical 
explosion.  The  company  has 
long  maintained  that  the  sci- 
entists were  conducting  legit- 
imate research.  But  now  Beall 
concedes  the  deaths  were  the 
result  of  illegal  practices,  "a 
coiporate  failure  for  which  we 
accept  responsibility." 

KATZENBERG  ROARS 
BACK  AT  THE  MOUSE 

Hollywood's  nastiest  Di- 
vorce in  years  just  got  nasti- 
er. Former  Walt  Disney  stu- 
dio chief  Jeffrey  Katzenberg 
has  filed  a  $250  million  law- 
suit against  his  former  em- 
ployer. Katzenberg,  who  left 
Disney  in  1994  after  a  bitter 
dispute  over  its  presidency, 
claims  he  is  owed  2%  of  op- 


erating profits  from  Disney's 
films  and  TV  shows.  Profits  in 
those  units  zoomed  from  $2.2 
million  to  $850  million  as 
Katzenberg  produced  such 
blockbusters  as  The  Lion 
King  and  Aladdin.  Disney 
declines  to  comment.  Mean- 
while, DreamWorks  skg,  the 
studio  that  Katzenberg  start- 
ed with  fellow  moguls  Steven 
Spielberg  and  David  Geffen, 
has  a  contract  to  produce  TV 
shows  for  abc,  which  Disney 
purchased  last  summer. 

ET  CETERA . . . 

■  Fidelity  will  sell  401(k)s 
to  small-business  members 
of  the  U.S.  Chamber  of 
Commerce. 

■  Luckily  for  Fidelity,  Clin- 
ton is  aiming  to  induce  more 
businesses  to  set  up  401(k)s. 

■  Toyota  and  Honda  will 
begin  marketing  electric  cars 
in  California  in  1997. 

■  United  Airlines'  flight 
attendants  union  rejected  a 
new  contract  proposal. 


COMPUTIN       G  WITHOUT  LIMIT 


lour  people  have  all  the  latest 
Productivity  Software.  So  Why  Aren't 
They  Being  More  Productive? 


You  could  hire  superhuman  workers,  load  their  computers 
with  powerful  software,  and  l  1 1 1  their  lunch  hour  in  half.  Rut 
without  enough  memory,  they  still  won't 
he  productive,   ["hat's  hecause  today's  high- 
pi  rfornv.ince  software  demands  more  memory. 
According  to  a  recent  study  in  /'( :  Computing, 
i  memory  upgrade,  comhincd  with  the  latest  soft- 
ware, saved  the  iverage  employee  up  to  1  1  S  hours  a  year.  Of  course,  not  just 
i  i    memory  will  do.  You  need  the  one  that's  used  by  more  Fortune  500 


companies  than  any  other  brand:  Kingston1!  We  make  customized  mem 
for  almost  every  PC,  server,  printer,  and  workstation  out  there.  Arte 
guarantee  reliability,  we  test  every  cell  on  every  chip 
every  module.  (On  a  16  megabyte  module,  th 
128  million  cells.)  One  more  tiling:  Our  mem 
costs  up  to  50%  less  than  the  system  manufactut 
brand.  To  find  out  how  much  you  can  save,  just  cal 
oil-tree  number:  (800)  567-0401.  Now 
hat's  being  productive,  don't  you  think.' 


.11    you  ^tiii  ,n  v  t ,   i  no,  van 
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In  Business  This  Week 


EDITED  BY  KELLEY  HOLLAND 


A  GENDER  PROBLEM 
AT  MITSUBISHI 

THE     EQUAL  EMPLOYMENT 

Opportunity  Commission  is 
putting  the  brakes  on  a  Mit- 
subishi unit.  On  Apr.  9,  the 
eeoc  charged  that  Mitsubishi 
Motor  Mfg.  of  America  has 
discriminated  against  as  many 
as  700  women  since  1990  by 
permitting  sexual  harassment, 
retaliation,  and  forced  resig- 
nations at  its  facility  in  Nor- 
mal, 111.  "Our  position  is  that 
fallowing  harassment]  was 
part  of  standard  operating 
procedure,"  says  John  Hen- 
ickson,  the  eeoc  regional  at- 
irney  in  Chicago.  The  federal 
action  follows  a  sexual  harass- 
ment class  action  filed  on  be- 
lalf  of  women  in  the  plant  in 
1994.  Under  the  1964  Civil 
Rights  Act,  each  plaintiff  could 


CLOSING  BELL 


TEMPORARY  LULL 

Employee  Solutions  shares 
soared  1,266%  in  the  past 
12  months,  as  analysts  laud- 
ed the  employee  leaser.  But 
the  Phoenix  company's  stock 
dove  on  Apr.  8.  The  cause:  a 
Wall  Street  Journal  report  of 
short-sellers'  concerns  about 
insurance  reserves  and  loss 
ratios.  Arthur  Andersen  called 
the  reserves  adequate  in  its 
yearend  audit,  and  most  ana- 
lysts deemed  the  drop  a 
chance  to  buy.  The  company 
expects  to  meet  or  beat  first- 
quarter  estimated  earnings. 
Recovery  came  Apr.  9,  when 
the  stock  leaped  13%. 
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be  awarded  up  to  $300,000, 
possibly  leading  to  the  largest 
judgment  ever  for  sexual  ha- 
rassment. Mitsubishi  denies 
any  wrongdoing. 


ABBOTT'S 
AIDS  SCARE 

ABBOTT    LABORATORIES  HAS 

big  problems  with  its  aids 
test  kit.  The  Chicago  drug- 
maker's  German  unit  on  Mar. 
25  halted  new  shipments  of 
the  laboratory  test,  which  is 
used  to  detect  antibodies  of 
hiv,  the  virus  that  causes 
aids.  The  test  gave  a  nega- 
tive reading  for  four  patients 
known  to  have  the  hiv  virus. 
While  the  exams  aren't  used 
in  the  U.  S.,  about  2.5  million 
have  been  shipped  worldwide 
since  June,  1995.  Abbott  offi- 
cials say  the  German  tests 
account  for  fewer  than  10% 
of  all  the  aids  tests  they 
have  shipped. 

GRAMM  VS.  THE  GUY 
IN  THE  PICKUP 

CALL  HIM  VICTOR  THE  GIANT 

Killer:  On  Apr.  9,  Victor 
Morales,  a  Texas  school- 
teacher who  campaigned  in 
a  Democratic  runoff  for  a 
U.  S.  Senate  seat  by  criss- 
crossing the  state  in  a  1992 
pickup,  stunned  14-year 
House  veteran  John  Bryant 
by  winning,  51%  to  49%. 
Now  he's  set  to  battle  Re- 
publican Phil  Gramm,  who 
has  $3.5  million  in  the  bank. 
Morales,  meanwhile,  lacks 
even  a  campaign  adviser.  De- 
spite a  failed  Presidential 
campaign,  Gramm  remains 
relatively  popular  back  home. 
Morales,  46,  a  self-described 
champion  of  "the  little  guy," 
hopes  to  fell  another  giant. 

ROCKWELL  S  NASTY 
CHEMICAL  REACTION 

ROCKWELL      CEO  DONALD 

Beall  has  had  better  days.  On 
Apr.  8,  Rockwell  pleaded 


HE ADLINER:  FRANK  BIOND 


LOSE  A  CEO,  GAIN  AN  EDGE 


Fairly  or  not,  Frank  Bion- 
di  Jr.  may  prove  more 
valuable  to  Viacom  as  a 
bargaining  chip  than  as 
an  active  executive. 
After  the  well- 
regarded  Biondi 
was  ousted  by 
Viacom  Chair- 
man Sumner 
Redstone  in 
January,  he  was 
expected  soon  to 
join  mca,  the  enter- 
tainment company  bought 
last  year  by  Seagram  ceo 
Edgar  Bronfman  Jr.  But 
the  small  matter  of  Bion- 
di's  employment  contract 
with  Viacom  remains 
unresolved.  The  contract 
bars  Biondi  from  working 
for  a  Viacom  rival  for  a 
full  year. 

Negotiations  between 


the  two  entertainment 
companies  over  the  terms 
of  Biondi's  release  are 
ongoing.  Analysts 
expect  the  wily 
Redstone  to 
wrest  some 
valuable  con- 
cessions from 
mca  as  the 
price  of  Biondi's 
freedom.  Among 
them:  the  right  to 
create  new  cable 
networks. 

"My  negotiations  are 
finished  with  both  Sea- 
gram and  Viacom,"  says 
Biondi.  Now,  "they  are 
negotiating,  and  I'm  not  a 
party  to  that.  [Resolution 
could  take]  two  hours  or 
nine  months."  No  com- 
ment from  mca  or  Viacom. 
By  Elizabeth  Lesly 


guilty  to  three  federal  felony 
accounts  of  illegal  hazardous 
waste  disposal  and  agreed  to 
pay  a  $6.5  million  fine.  The 
plea  follows  lengthy  investi- 
gations into  the  1994  deaths 
of  two  Rockwell  scientists 
who  were  killed  in  a  chemical 
explosion.  The  company  has 
long  maintained  that  the  sci- 
entists were  conducting  legit- 
imate research.  But  now  Beall 
concedes  the  deaths  were  the 
result  of  illegal  practices,  "a 
corporate  failure  for  which  we 
accept  responsibility." 

KATZENBERG  ROARS 
BACK  AT  THE  MOUSE 

Hollywood's  nastiest  Di- 
vorce in  years  just  got  nasti- 
er. Former  Walt  Disney  stu- 
dio chief  Jeffrey  Katzenberg 
has  filed  a  $250  million  law- 
suit against  his  former  em- 
ployer. Katzenberg,  who  left 
Disney  in  1994  after  a  bitter 
dispute  over  its  presidency, 
claims  he  is  owed  2%  of  op- 


erating profits  from  Disney's 
films  and  TV  shows.  Profits  in 
those  units  zoomed  from  $2.2 
million  to  $850  million  as 
Katzenberg  produced  such 
blockbusters  as  The  Lion 
King  and  Aladdin.  Disney 
declines  to  comment.  Mean- 
while, DreamWorks  skg,  the 
studio  that  Katzenberg  start- 
ed with  fellow  moguls  Steven 
Spielberg  and  David  Geffen, 
has  a  contract  to  produce  TV 
shows  for  abc,  which  Disney 
purchased  last  summer. 

ETCETERA... 

■  Fidelity  will  sell  401(k)s 
to  small-business  members 
of  the  U.S.  Chamber  of 
Commerce. 

■  Luckily  for  Fidelity,  Clin- 
ton is  aiming  to  induce  more 
businesses  to  set  up  401(k)s. 

■  Toyota  and  Honda  will 
begin  marketing  electric  cars 
in  California  in  1997. 

■  United  Airlines'  flight 
attendants  union  rejected  a 
new  contract  proposal. 
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Make  More. 


Right  now  you  could  be  hatching  new  ways  to  increase 
jour  productivity.  That's  important  today  not  just  to  grow,  but 
to  survive.  And  we  can  help.  You  see,  we  go  beyond  creative 
financing  to  help  you  become  more  productive.  Like  helping  one 
company  develop  order  entry  systems  to  reduce  order  delivery  time 
from  28  days  to  4.  Or  helping  another  create  distribution  and 
warehouse  management  systems  that  improved  service  and 
optimized  resources  to  get  more  out  of  every  dollar. 

At  GE  Capital  Services,  were  26  diversified  businesses. 
And  each  one  is  committed  to  helping  you  become  more  productive 
in  the  competitive  race.  To  fin  d  out  more,  call  1-800-243-2222. 
After  all,  nobody  has  more  ways  to  help  you  make  more. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  FINANCE  •   COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES 
CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES  •  EMPLOYERS  REINSURANCE  CORPORATION 
EQUITY  CAPITAL  GROUP  •   FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE 
GNA  •   MODULAR  SPACE  •   MORTGAGE  INSURANCE  •   MORTGAGE  SERVICES 
PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES  •  TECHNOLOGY  MANAGEMENT  SERVICES 
TIP/TRANSPORT  intfrnationai  prim    .  UFMnnp  pimamtiai  ccm/ircc 


International  Business 


TRADE 


DOING  BUSINESS 
WITH  STRONGMEN 

Arguments  over  the  right  tack  to  take  are  heating  up 


American  companies  expanding  in 
some  emerging  Asian  markets  are 
caught  in  mounting  political  fights  at 
home.  Here  are  examinations  of  the 
struggles  over  doing  business  with  Chi- 
na and  Burma. 


THE  NEW  CHINA  LOBBY: 
BOEING,  MOTOROLA . . . 

The  news  from  China  goes  from  bad 
to  worse.  Just  this  year,  there  have 
been  revelations  about  children  left 
to  die  in  Chinese  orphanages,  sales  of 
Chinese  nuclear  technology  to  Pakistan, 
new  threats  to  Hong  Kong^s  freely  elect- 
ed legislature — and,  of  course,  Beijing's 
attempts  to  intimidate  Taiwanese  vot- 
ers with  missile  tests  and  military  exer- 
cises. No  wonder  a  congressional  coali- 
tion is  working  hard  to  kill  China's  most- 
favored-nation  (mfx)  trade  status  when 


it  ciime-  up  for  renewal  later  this  spring. 

As  Beijing's  image  gets  uglier,  multi- 
nationals such  as  Boeing,  Motorola, 
Caterpillar,  AlliedSignal,  and  American 
International  Group  (aig)  are  stepping 
in  to  help.  They  don't  want  their  in- 
vestments or  sales  held  hostage  should 
China  retaliate  against  the  U.  S.  And 
they  fret  that  a  breakdown  in  relations 
could  destabilize  all  Asia.  To  persuade 
decision  makers  to  give  China  another 
chance,  the  Washington  representatives 
of  about  a  dozen  companies  earlier  this 
year  quietly  launched  a  project  called 
the  China  Normalization  Initiative. 

The  goal  is  not  just  to  preserve  mfn 
for  another  year.  The  companies  want  to 
change  the  terms  of  the  debate.  While 
President  Clinton  "delinked"  trade  and 
human  rights  in  1994,  companies  argue 
the  U.  S.  should  delink  trade  from  other 
political  issues  such  as  Taiwan  or  nu- 
clear proliferation  as  well.  They  also 
want  to  change  U.  S.  law  so  that  China 


can  have  mfn  permanently.  "Our  lc 
term  objective  is  to  see  a  restrue 
ing  of  the  U.  S.-China  business  relat 
ship,"  says  Caiman  J.  Cohen,  chain 
of  the  Business  Coalition  for  U.  S.-Cl 
Trade,  which  helps  run  the  campaig 

Those  arguing  for  China  say  tha 
will  mend  its  ways  only  if  it  develoj 
prosperous,  well-informed  citizenry,  i 
that  won't  happen,  they  say,  unless 
eign  investment — especially  U.  S. 
vestment — helps  create  a  market  e< 
omy  that  will  nurture  an  open  soci 
Says  Maurice  R.  Greenberg,  chief  e: 
utive  of  insurance  giant  aig:  "The  t 
efits  of  a  long-term  relationship  v 
China  are  tremendous." 

The  effort  is  still  in  its  early  sta: 
"They're  trying  to  figure  out  what  t 
ought  to  do,"  says  one  ceo  invoh 
Besides  lawmakers  in  Congress, 
group  also  wants  to  reach  out  to  L 
officials  in  California,  Texas,  New  Y 
and  the  Midwest,  places  where  the  ( 
na  market  is  important.  The  group 
produced  a  video  depicting  China  s; 
pathetically  to  get  across  the  mess 
that  trade  has  improved  life  there. 
MERELY  "EDUCATION."  Taking  the  1 
in  the  campaign  is  Boeing  Co.,  wl 
commands  70%  of  the  Chinese  mai 
for  Westem-made  planes.  The  prob 
is,  China  sometimes  uses  high-prc 
deals  to  show  displeasure  with  W; 
ington.  For  instance,  on  Apr.  10,  Chir 
Premier  Li  Peng  ordered  13  jets  fi 
Europe's  Airbus  Industrie.  That  { 
vides  "a  significant  toehold  in  the  n 


Business  Goes  to  Bat  for  Beijing 

A  group  of  U.S.  m  ultinationals,  including  Boeing, 
Motorola,  IBM,  and  AlliedSignal,  has  put  together  a 
pro-China  lobbying  effort  covering  several  areas 

SINO-U.S.  TRADE  The  group  is  fighting  efforts 
in  Congress  to  end  Beijing's  most-favored-natior 
trade  status.  They  want  permanent  MFN  status 
conferred  on  China. 

IMAGE  The  group  is  working  to  improve  China's 
U.S.  image  with  a  big  public-relations  effort 
stressing  the  nation's  qualities. 

WTO  The  multinationals  are  pushing 
for  China's  eventual  admission  into  the 
World  Trade  Organization. 
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br  Airbus,"  says  Boeing  spokesman 
stopher  Villiers. 

trials  associated  with  the  initiative 
ze  they  are  unlikely  to  win  perma- 
mfn  this  year.  So  their  effort  will 
beyond  this  spring's  mfn  vote.  Offi- 
say  that  their  work  is  in  the  inter- 
of  the  U.  S.  and  does  not  constitute 
Ang  for  China,  which  would  require 
1  to  register  with  the  government. 
;ad,  the  group  says  its  goal  is  "ed- 
ion."  Says  Mark  Holcomb,  Wash- 
m-based  spokesman  for  ibm:  "It's 
t-sighted  to  call  it  lobbying.  We 


need  to  get  a  broader  understanding  of 
what's  at  stake." 

That  kind  of  statement  infuriates  op- 
ponents, who  charge  that  companies  are 
simply  shilling  for  Beijing.  The  attempt 
to  win  permanent  mfn  for  China  is  "a 
new  definition  of  chutzpah,"  says  Mark 
A.  Anderson,  director  of  international 
trade  affairs  for  the  afl-cio,  which 
wants  the  U.  S.  to  suspend  mfn. 

Although  pro-China  moves  by  con- 
glomerates have  some  people  howling 
in  the  U.  S.,  the  companies  may  win 
points  back  in  Beijing.  Or  at  least,  that's 


what  they  hope.  "There  are  companies 
that  want  to  speak  and  work  in  sup- 
port of  stable  economic  relations  be- 
tween the  U.  S.  and  China,"  says  Robert 
A.  Kapp,  president  of  the  U.  S.-China 
Business  Council.  Such  companies  "are 
not  at  all  sorry  if  the  Chinese  under- 
stand that  they  are  doing  that  work."  If 
Beijing  appreciates  these  efforts,  Cor- 
porate America  may  win  even  if  Con- 
gress decides  to  keep  up  the  heat. 

By  Bruce  Einhorn,  with  William 
Glasgall  in  New  York  and  bureau 
reports 


EEZING  OUT 
:  JUNTA 


ould  Burma  be  the  South  Africa  of 
the  late  1990s?  If  campaigners 
against  companies  investing  there, 

as  PepsiCo,  Unocal,  Texaco,  and 
,  have  their  way,  the  word  "divest- 
P  will  become  as  closely  associated 

junta-led  Burma  as  it  was  with 
,heid-era  South  Africa.  "We're  trying 
it  pressure  on  the  military  dictator- 
in  Burma,  and  the  only  tangible 
jure  is  economic,"  says  Louisa  Ben- 
co-founder  of  the  Burma  Forum,  a 
ring  group  in  Santa  Monica,  Calif, 
le  activists  and  students  are  tak- 
nspiration  in  part  from  Burmese 
lent  leader  and  Nobel  peace  prize 
er  Aung  San  Suu  Kyi,  who  since 
imber  has  been  urging  companies 
ifrain  from  investing  until  the  re- 
vive political  climate  improves. 
f  an  open  and  secure  political  sys- 
can  support  an  open,  stable  econo- 

Suu  Kyi  says  in  an  interview  in 
nonsoon-stained  Rangoon  mansion 
■e  she  spent  six  years  under  house 
it.  She  was  released  in  July,  1995. 
•  TEMPEST.  So  far,  activists  in  the 

have  gotten  three  municipalities  to 
bit  city  governments  from  buying 
jets  from  companies  doing  business 
irma,  officially  Myanmar  (table).  Un- 
;he  selective-purchasing  measures, 
i  Monica  and  Berkeley,  Calif.,  for 
lple,  may  not  fuel  city  garbage 
:s  with  gasoline  from  Texaco,  Arco, 
nocal.  Pepsi  machines  in  city  hall- 
i  are  barred  because  of  PepsiCo 

$1  million  bottling  plant  in  Burma, 
milar  measures  are  making  their 
through  the  Massachusetts  state 
ature  and  the  city  councils  of  New 

City,  Oakland,  Calif.,  and  San  Fran- 

where  votes  are  scheduled  in  com- 
veeks.  Bills  barring  new  U.  S.  in- 
nent  are  pending  in  Congress, 
'Ugh  no  votes  are  scheduled.  Ac- 
;s  also  have  prevented  a  Taco  Bell 
t,  owned  by  PepsiCo,  from  opening 


suu  KYI:  Wants 
an  "open  and 


secure"  system 


at  Stanford  University  and  persuaded 
Harvard  University  to  scrap  a  $1  million 
plan  to  switch  from  Coca-Cola  to  Pepsi. 

Overall,  at  least  75  universities  have 
active  boycotts.  "We  write:  'The  South 
Africa  of  the  '90s'  across  the  top  of  our 
promotional  material,"  says  Nick 
Thompson,  20,  an  environmental  eco- 
nomics major  at  Stanford  who  gathered 
2,000  signatures  against  Taco  Bell.  His 
group  erected  a  large  anti-Pepsi  dis- 
play, with  the  slogan  "The  Choice  of  a 


A  GRASSROOTS  CAMPAIGN 
AGAINST  BURMA  INVESTMENTS 


MUNICIPALITIES  WITH  RESTRICTIONS  Berkeley, 
Calif.;  Madison,  Wis.;  Santa  Monica,  Calif. 

BANS  UNDER  CONSIDERATION  State  of  Massachu 
setts;  New  York  City;  Oakland,  Calif.;  San 
Francisco;  sanctions  legislation  pending  in 
U.S.  Senate  and  House 

COMPANIES  GETTING  HIT  Arco,  PepsiCo,  Unocal, 
and  Texaco 

COMPANIES  THAT  HAVE  PULLED  OUT  FROM  BURMA 

Amoco,  Columbia  Sportswear,  Eddie  Bauer, 
Levi  Strauss,  Liz  Claiborne,  Macy's 

DATA:  BUSINESS  WEEK 


Genocidal  Nation"  in 
the  campus  center. 

PepsiCo  and  Uno- 
cal Corp.  say  their  in- 
vestments are  good  for  the  people  of 
Burma.  "We  certainly  do  not  support 
dictatorships  or  tyranny  in  Burma  or 
anywhere  else,"  says  a  PepsiCo  spokes- 
woman in  Purchase,  N.  Y.  "Over  the 
long  term,  trade  and  investment  help 
promote  democracy."  Unocal  says  its 
$280  million  share  in  a  natural  gas  part- 
nership is  helping  improve  Burma's  in- 
frastructure and  living  standards. 

Companies  outside  the  U.  S.  are  pay- 
ing little  attention  to  the  campaign. 
Japanese,  Southeast  Asian,  and  Euro- 
pean companies  are  tempted  by  Burma's 
45  million  population,  cheap  labor,  and 
abundant  resources.  The  regime  says  it 
has  approved  $3  billion  in  investments, 
but  experts  say  about  $1  billion  worth  of 
projects  primarily  from  Thailand,  Singa- 
pore, Japan,  and  Malaysia  has  actually 
taken  root.  "Wherever  you  stand  politi- 
cally, you  should  understand  there  are 
other  countries  from  other  parts  of  the 
world  going  in,"  says  Mark  Mason,  a  Yale 
University  specialist  on  Burma. 

Even  so,  critics  of  the  junta  say  the 
U.  S.  retains  crucial  leverage.  U.  S.  oil 
companies  provide  legitimacy  and  money 
the  regime  needs  to  stay  in  power,  says 
Simon  Billenness,  an  analyst  at  Franklin 
Research  &  Development  Corp., 
a  Boston-based,  socially  respon- 
sible investment  firm.  "Burma 
needs,  if  not  the  support,  then  at 
least  the  acquiescence  of  the 
U.  S.,"  says  Billenness. 

Suu  Kyi  isn't  against  in- 
vestors. "We  just  think  they've 
come  in  a  little  bit  too  soon," 
she  says.  Half  a  dozen  U.  S. 
companies,  such  as  Levi  Strauss 
&  Co.,  have  withdrawn  to  await 
a  more  favorable  climate,  both 
in  Burma  and  with  U.  S.  con- 
sumers. Doing  business  with  dic- 
tators, they  say,  is  bad  business 
at  home.  That's  the  message  Suu 
Kyi  is  trying  to  sell  the  world. 

By  Sheri  Prasso  in  New  York, 
with  Robert  Horn  in  Rangoon 


You  may  already  know 
the  advantages  of  our 
cab-forward  design: 
more  room  inside 
without  more  size 
outside,  plus  better 
visibility  and  better  stability. 


But  the  Dodge  Stratus 
pushes  the  art  and 
science  of  automobiles 
forward  from  one 
end  to  the  other. 
Underneath,  for 
example,  Stratus  is  a 


leap  forward  in  body  rigidit 
thanks  to  a  continuous  ladd 
frame  that  resists  flexing  an 
improves  response  to  driver 
input.  Its  modified  double- 
wishbone  suspension  systen 
outwits  corners  and  virtual! 


Thecal 
we  push 


Stratus  ES  standard 
equipment  includes. . . 

•  16-valve,  SOHC,  sequential 
multi-point  fuel-injected  engine 

•  5-speed  manual  tran  smission 

Modified  double-wishbone  touring  suspension 

•  Rear  defroster  •  AM/FM  cassette  stereo 

•  Ultra  high-strength  steel  door  beams 

•  Air  conditioning  •  Reclining  bucket  seats 

•  Dual  airbags  •  Child  safety  rear  door  locks 

•  ABS  •  Dual  power  heated  mirrors 

•  Cupholders  •  Speed  sensitive  steering 

•  Intermittent  w  ipers  •  Speed  control 

*  Tinted  glass  •  Power  w  indows  and  door  locks 

•  Dual  visor  vanity  mirrors 

•  Tilt  steering  •  15"  cast  aluminum  wheels 

'Ward's  lower  middle  segment. 
St  c  limited  warrant)-  &  restrictions  at  dealer 
Excludes  normal  maintenance  &  wear  items. 

ALWAYS  WEAR  YOUR  SLAT  BELT. 


mens  rough  roads.  Up  front, 
;  choice  of  three  high-tech 
ulti -valve  engines  puts  up  to 
>S  horsepower  at  your 
sposal.  In  back  there 's  an 
mndance  of  leg  room.  And  a 
rgest-in-class  trunk*  full  of 


inventive  engineering 
that  makes  loading  and 
unloading  easy. 

Plus,  for  the 
ultimate  in  forward 
thinking,  we've 
included  our  Customer 


One  Care™  3 -year  or  36,000- 
mile  bumper-to-bumper 
warranty  and  3/36 
Roadside  Assistance.** 
To  find  out  more 
about  Stratus,  call 
1-800-4-A-DODGE. 


vasritall 
forward. 


Stratus  raThe  New  Dodge 
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International  Business 


SWITZERLAND 


THIS  MERGER  WOULD 
ROCK  THE  ALPS-AND  BEYOND 

A  CS-UBS  tie  could  unleash  bank-merger  fever  in  Europe 


It  had  become  a  kind  of  ritual  for  the 
past  several  years.  In  the  runup  to 
the  annual  meeting  of  the  Union 
Bank  of  Switzerland  each  spring,  you 
could  always  count  on  a  fiareup  between 
ubs  management  and  Martin  Ebner,  the 
gadfly  financier  and  dis- 
sident shareholder  in- 
tent on  making  the  gi- 
ant lender  more 
profitable.  But  even 
Zurich's  most  jaded 
gnomes  weren't  ready 


tive.  Indeed,  a  cs-ubs  hookup  would 
provide  a  European  response  to  Japan's 
melding  of  Bank  of  Tokyo  and  Mit- 
subishi Bank  as  well  as  that  of  Chemical 
Banking  and  Chase  Manhattan  in  the 
U.  S.,  which  took  effect  on  Apr.  1. 

A  cs-ubs  merger  would  produce 
a  bank  with  $35  billion  in  capital 
and  a  $47  billion  market  capitaliza- 
tion, double  the  size  of  Deutsche 
Bank,  Europe's  largest  lender.  More- 
over, the  Swiss  megabank  would 
rank  in  the  top  five  in  the  world  in 


STUDER:  Facing  steep 
global  costs  and  low 
domestic  profits 

for  the  bombshell  that  exploded 
on  Apr.  9.  Rainer  E.  Gut,  chair- 
man of  CS  Holding,  announced 
he  had  approached  ubs  about  a 
possible  merger.  The  marriage 
of  the  two  rivals  would  create  a 
European  superbank  whose  as- 
sets of  $670  billion  would  make 
it  the  world's  second-largest 
lender,  behind  Japan's  Bank  of 
Tokyo-Mitsubishi  Ltd. 

Officials  from  both  banks 
were  quick  to  point  out  that  no 
formal  merger  bid  had  been 
made.  But  it  became  clear  that 
even  if  ubs's  board  turned 
thumbs  down  at  a  meeting  set 
for  Apr.  11,  the  end  of  indepen- 
dence for  the  blue-chip  banks 
was  a  possibility,  "cs  and  UBS 
are  in  play,"  says  Matthew  Czepliewicz, 
an  analyst  with  Salomon  Brothers  Inc. 
If  the  banks  link  up — or  find  other  part- 
ners— they  could  trigger  a  wave  of  bank 
mergers  in  Europe.  A  CS-UBS  merger 
could  also  speed  the  restructuring  of 
Corporate  Switzerland,  which  has  been 
rocked  by  the  $27  billion  tie-up  of  drug 
giants  Ciba-Geigy  Ltd.  and  Sandoz  Ltd. 
CAUGHT  NAPPING.  Each  lender  could 
gain  mightily  from  a  consolidation  of 
Switzerland's  vastly  overbanked  domes- 
tic market.  And  that  the  two  players 
entertained  the  idea  of  a  merger  at  all 
acknowledges  that  even  the  richest 
banks  in  the  world  are  finding  the  ex- 
pense of  building  global  investment- 
banking  and  trading  networks  prohibi- 


loan  syndications,  merger-and-ac- 
quisitions  advice,  and  underwriting. 
It  also  would  be  better  able  to 
weather  the  worsening  state  of  the 
banking  industry  at  home.  The 
strong  Swiss  franc  has  made  the 
country  "the  weakest  of  the  major  cur- 
rency economies — in  a  big  way,"  figures 
Jim  O'Neill,  a  partner  at  Goldman, 
Sachs  &  Co.  in  New  York.  As  a  result, 
real  estate  losses  are  rising  and  profits 
on  loans  are  dwindling. 

To  make  matters  worse,  the  price  of 
getting  a  foothold  in  global  investment 
banking  is  getting  steeper  by  the  day. 
Both  cs  Holding  and  UBS  were  caught 
napping  last  year  when  Swiss  Bank 
Corp.  bought  old-line  British  investment 


bank  S.  G.  Warburg  Group  PLC. 
move  leapfrogged  the  bank,  a  perer 
laggard,  into  the  top  spot  in  Euro} 
investment  banking.  But  it's  get 
harder  to  keep  up  with  the  fast  pac 
change,  and  that  is  clearly  punisl 
earnings  at  the  Swiss  banks. 

ubs  has  been  spending  heavil; 
build  up  its  investment-banking 
trading  arms  in  America,  Asia, 
Britain — often  by  offering  multimil 
dollar  salaries  to  lure  star  traders 
analysts  from  cs  First  Boston.  I 
spending  and  modest  profits  may 
plain  why  Gut  has  cited  the  need 
"far-reaching  solutions"  for  the  p 
lems  Swiss  banks  face.  Another  mo 
says  a  former  cs  executive:  Gut, 
must  retire  in  four  years  but  may  \ 
to  step  down  sooner. 
POLITICAL  backlash?  Any  merger 
tween  ubs  and  cs  would  have  imm< 
consequences  for  the  Swiss  econ( 
The  banks'  combined  w 
force  of  some  60,000  w 
be  cut  by  as  many  as  20 
in  Switzerland  alone,  fig 
Mary  France  Goy  of 
Swiss  Association  of  E 
Personnel.  With  Cooper 
Lybrand  predicting  even 
fore  the  merger  talk  bee 
public  that  60,000  jobs 
be  lost  in  the  Swiss  ban' 
industry  within  a  dec 
heavy  layoffs  by  lent 
could  easily  launch  a  poli 
backlash,  especially  if  t 
exacerbate  the  count 
4.6%  unemployment  r 
But  that  wouldn't  be  li 
scuttle  any  deal  betv\ 
ubs  and  cs. 

As  for  Ebner,  th( 
no  indication  he'll 
treat  from  the  cons 
pressure  he  has  apj 
at  ubs  since  1991. 
.  ubs  merger  discuss 

GUT:  Swiss  banks  r, 
"fa  r-reach  ing  solu- 
tions" for  their  wot 

"are  maybe  the  first  step  that  sh 
the  old  system  has  to  break  up,"  i 
an  Ebner  strategist.  "Talking  mei 
like  this  should  be  as  logical  in  Swit 
land  as  it  is  in  the  U.S."  Once  up( 
time,  that  would  have  been  unthink; 
But  now  that  the  world  is  closing  h 
the  Swiss,  they  may  have  no  choice 
to  join  the  parade  toward  corpoi 
marriages. 

By  Bill  Javetski  in  Paris,  with  J 
Parry  in  Geneva  and  bureau  repor 
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"he  Company  Tried  To  Tailor  A  Program 
•rom  A  Number  Of  Different  Providers. 


iey  were  buying  their  managed  care  services  in  pieces.  But  the  fit  wasn't  right.  We  showed 


em  our  integrated  seamless  program 


iage  specialists  joined  to  medical 


oviders  connected  to  rehabilitation 


services  —  all  tied  into 


/ 


lims  management.  With  immediate  access 


Vt  Said  Cut  From  The  Same  Cloth. 


information.  We  demonstrated  the  savings  on  each  component.  It  made  them  look 


LIBERTY 

:e  a  million  bucks.  For  managed  care  that  fits  perfectly,  call  us.  MUTUAL 


IN  THE  HEADLONG  HI  SI 
new  ways  to  hank,  look  for 
(lie  eager  fact's  of  Mildred 
and  Agnes. 

Since  installing  the  first  com- 
prehensive ATM  cash  management 


system  in  the  I  nited  Kingdom. 
Britain's  ( !« (-operative  Bank  has  won 
the  enthusiasm  ol  even  its  most 
traditional  patrons. 

Customer  satisfaction,  in  fact,  is 
now  the  highest  of  any  hank  in  the  I  k. 


Working  closely  with 
management.  IBM  handled 
everything  from  consultir 
site  design  to  installation 
maintenance,  managemer 
security  ol  the  network  ol 


en  filled  the  cash 
es  with  money, 
lay,  with  over  240  ATMs, 
k  is  planning  new  elcc- 
?rvices  for  its  customers, 
iking  lor  new  ways  to 


satisfy  your  customers'.''  Visit  us  at 
www.europe. ibm. com/finance/  or 
call  1  800  IBM-3333,  ext.  H  U)38. 


Solutions  for  a  small  planet " 
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RUSSIA 


JUST  HOW  COMMUNIST 
MIGHT  IT  GET? 

A  Zyuganov  win  would  stop  the  reform  process  in  its  tracks 


These  are  the  best  of  times  for  the 
Communist  deputies  in  the  Russ- 
ian State  Duma.  Sensing  that  vic- 
tory in  the  June  presidential  election  is 
within  their  grasp,  they  are  feverish- 
ly preparing  to  roll  back  President 
Boris  N.  Yeltsin's  hated  economic- 
re  forms. 

The  Communists  and  their  allies  rev- 
el in  the  sweet  irony  that  the  16-story 
concrete  and  glass  tower  where  they 
work  is  the  old  home  of  Gosplan,  the 
Soviet-era  state  planning  agency.  They 


VULNERABLE?  Zyuganov  is  leading  in  the 
polls,  but  Yeltsin  is  catching  up 


of  economic  output  to  private  hands. 
Widespread  renationalization  would  be 
enormously  disruptive.  And  consumers 
are  accustomed  to  well-stocked  stores.  A 
return  to  shortages  and  long  lines  would 
be  extremely  unpopular. 

Russia  is  also  too  closely  tied  to  the 
world  financial  community  to  easily 
switch  back  to  a  closed  system.  It  owes 
more  than  $130  billion  to  foreign  credi- 
tors and  relies  heavily  on  foreign  finan- 
cial institutions  and  bond  sales  to  for- 
eigners to  fund  its  budget. 


The  Communist  Plans 
for  the  Economy 

PRICES  A  return  to  price  controls 
is  likely.  The  feared  fallout:  Short- 
ages and  long  lines  at  stores. 

SUBSIDIES  They  will  increase 
sharply  for  state-owned  industries 
and  the  farm  sector.  Likely  result: 
A  runaway  deficit  and  inflation. 

TRADE  Look  for  stiff  tariffs  on 
imports  to  protect  local  produc- 
ers— but  consumers  will  suffer. 

PRIVATIZATION  It  will  be  cur- 
tailed. Some  big  companies  may  be 
renationalized.  Bad  management 
and  red  ink  will  increase. 

BANKING  The  private  banking 
sector  may  be  severely  limited. 
Depositors  may  panic,  and  more 
money  could  go  overseas.  Credit  for 
private  industry  could  dry  up. 


don't  literally  call  for  Gosplan's  revival, 
but  they  certainly  favor  a  much  greater 
degree  of  state  control  over  the  econo- 
my than  exists  today.  The  free  market, 
they  argue,  has  produced  industrial  col- 
lapse and  vast  social  injustice.  Only 
through  government  intervention,  they 
say,  can  Russia  hope  to  regain  its  for- 
mer stature. 

But  if  the  Communist  candidate  Gen- 
nadi  Zyuganov  does  win,  he  will  en- 
counter practical  limits  on  how  much  of 
Yeltsin's  work  he  can  undo.  So  much  of 
the  old  order  has  been  dismantled  that 
it  would  be  very  tough  to  reassemble. 
For  instance,  Yeltsin's  government  has 
transferred  assets  accounting  for  70% 


That  said,  it  would  be  silly  to  rule 
out  major  changes  if  Zyuganov  wins. 
Selective  ^nationalizations,  more  se- 
vere restrictions  on  foreign  investment, 
high  import  tariffs,  and  increased 
weapons  production  at  the  expense  of 
consumer  goods  are  all  near-certainties. 
"I'm  quite  certain  they  could  never 
bring  back  the  Brezhnev  era.  The  public 
wouldn't  tolerate  it,"  says  Maxim  Boyko, 
Yeltsin's  current  privatization  chief.  "But 
they  could  mess  things  up  very  dra- 
matically." 

A  wide  range  of  ideologues  and  prag- 
matists  are  vying  for  Zyuganov's  ear. 
Two  Soviet  holdovers  are  emerging  as 
likely  policymakers  in  a  Zyuganov 


regime.  Former  Soviet  Prime  Mini 
Nikolai  I.  Ryzhkov  is  well-placed  t< 
the  Communist  Prime  Minister,  w 
Yuri  Maslyukov,  Gosplan's  last  b 
would  be  Zyuganov's  economic  gun 
A  fly  on  the  wall  at  the  Duma  ofl 
would  hear  wild  talk  about  shut 
down  all  commercial  banks  and  d: 
ging  Yeltsin's  privatization  officials  be 
Stalin-style  kangaroo  courts.  But  tl 
extreme  measures  championed  by 
Communist  hard  core  are  likely  to  b« 
jected  by  their  more  moderate  allie 
BIG  QUESTION.  There  does  seem  t( 
general  agreement  on  a  few  key  poi 
A  Zyuganov  government  would  qui 
boost  production.  Subsidies  would 
to  beleaguered  factories,  fueling  ii 
tion.  Zyuganov  would  also  kill  plan 
privatize  concerns  in  supposedly  str 
gic  sectors  including  defense,  utili 
energy,  and  transportation.  The 
question  is  whether  the  Commur 
might  reverse  some  of  Yelti 
privatizations.  Former  Pr 
Minister  Ryzhkov  says  that  w 
happen.  But  at  the  same  timi 
warns:  "Only  criminal  prival 
tions  will  be  touched." 

Of  course,  that  is  jargon 
many  of  the  sell-offs  of  s: 
shares  organized  by  for 
Deputy  Prime  Minister  An; 
Chubais,  who  was  fired  last , 
uary.  In  their  efforts  to  halt 
vatizations,  the  Comraun 
might  find  allies  among  con 
ny  directors  worried  about 
ing  their  jobs  in  private  inves 
instigated  management  shake 
The  Communists  also  thr 
en  to  sharply  restrict  investn 
from  abroad  and  limit  non-R 
ian  programming  in  the  me 
But  they  also  promise  stre 
lined  regulations  to  attract  n 
investment.  The  foreign  bush 
community  is  not  particul; 
worried. 
It  is  also  far  from  certain  that 
Communists  will  win.  Those  who 
they  favor  Yeltsin  have  risen  from  8*; 
those  polled  in  January  to  18%  at  ] 
sent.  Zyuganov's  ratings  remain  ste 
at  about  25%.  Yeltsin  is  nmning  a  sr 
campaign.  He  has  stolen  a  lot  of 
Communists'  thunder  with  major  eff 
to  help  unpaid  workers  and  pension 
Yeltsin  also  has  the  support  of  the 
dia,  which  fear  a  return  to  Commu 
censorship. 

But  the  Communists  still  have  a  g 
shot  at  winning.  If  they  do,  that 
Gosplan  building  will  be  really  humm 
By  Peter  Galuszka  and  Pair 
Kranz  in  Moscow 
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Living  away  from  mejarmniould 
not  be  living."  X 


VALERIE  SHAW 
LANCASTER,  OHIO 


Farm  life  is  the  only  life  Valerie  Shaw  could  ever 
imagine.  But  the  animals  and  hay  aggravated  her 
asthma,  which  led  to  dangerous  lung  infections. 
The  threat  to  her  health  almost  forced  her  off 
the  family  farm. 

Yet  the  land  is  her  heritage.  "When  you've 
grown  up  like  this,"  she  says,  "you  can't  leave 
the  wide-open  spaces." 

Today,  thanks  to  proper  care  and  a  medication 
we  developed  at  Pfizer,  Valerie  won't  have 
to  choose  between  her  health  and  her  life  on 
the  farm. 

We're  committed  to  finding  cures.  Even  when 
the  research  process  takes  over  a  decade,  we  take 
the  time.  We  have  to.  It's  for  people  like  Valerie, 

She  tells  us,  "My  sons  will  be  the  fourth 
generation  on  the  land." 


We're  part  of  the  cure. 
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T^E  SINO-RUSSIAN  THAW 

IS  MAKING  WASHINGTON  SHIVER 


During  the  cold  war,  the  world's  most  dangerous  flash 
point  may  well  have  been  the  stark,  rocky  valleys  of  the 
Amur  and  Ussuri  Rivers  that  form  the  border  between 
Russia  and  China.  Disputed  islands  in  the  rivers  were  the 
scene  of  battles  between  border  guards  in  the  1960s  and 
1970s.  Hostility  between  the  two  leading  communist  powers 
grew  so  intense  that  in  the  mid-1960s,  the  Kremlin  considered 
air  strikes  to  destroy  China's  fledgling  nuclear  plants. 

Today,  however,  Russia  and  China  are  heading  toward  the 
closest  relations  they've  had  in  decades.  When  Russian  Pres- 
ident Boris  Yeltsin  visits  Chinese  leaders 
in  Beijing  on  Apr.  24,  they'll  work  on 
settling  troublesome  border  questions. 
Yeltsin  will  also  wrap  up  major  arms 
deals.  China  is  buying  60  late-model 
Sukhoi-27  jet  fighters  for  more  than  $2 
billion.  Moscow  is  also  allowing  the  Chi- 
nese to  build  the  Sukhois  and  perhaps 
more  advanced  aircraft  under  license. 
This  will  be  the  first  such  licensing  deal 
since  Moscow  let  China  build  AK-47  as- 
sault rifles  in  the  1950s. 
ANTIQUATED  ARSENAL.  The  two  countries 
will  also  push  for  expanded  trade.  Yeltsin 
will  be  on  hand  when  a  Russian  bank, 
Rossiyskiy  Kredit,  opens  a  Shanghai  office,  ticom  Group,  a  big 
conglomerate,  will  set  up  shop  there  as  well. 

The  new  Sino-Russian  coziness  is  bad  news  for  Washington. 
It  signals  a  shift  in  the  traditional  three-way  game  played  by 
Russia,  China,  and  the  U.  S.  Since  the  1970s,  Washington  has 
regularly  trumped  Moscow  and  Beijing  by  playing  one  against 
the  other.  But  now  it  appears  to  be  the  Americans'  turn  to  lose. 
The  Russian-Chinese  rapprochement  comes  at  a  time  when  the 
U.  S.  is  sharply  at  odds  with  China  and  an  antiwestern,  Com- 
munist regime  could  soon  come  to  power  in  Moscow. 

For  China,  easing  strains  on  its  northern  flank  gives  it  a 
freer  hand  to  bully  Taiwan  and  other  neighbors  and  defy 


RED  STARS  RISING:  Chinese  fighters 


the  U.  S.  Yeltsin  has  supported  China  on  Taiwan.  "The  C 
nese  badly  want  to  pacify  Russia.  They'll  agree  to  anythin 
says  Victor  A.  Kremenyuk,  deputy  director  of  Moscow's 
stitute  of  USA  &  Canada  Studies.  The  Chinese  military  is  a 
eager  to  use  Russian  weapons  to  upgrade  its  antiquated 
senal.  Interestingly,  the  Chinese  brass  is  said  to  be  dis; 
pointed  with  the  Sukhois,  which  aren't  in  a  class  with  Am 
ican-made  fighters  such  as  F-16s. 

As  for  the  Russians,  the  big  lurch  toward  China  fits 
with  Yeltsin's  efforts  to  show  that  he  is  no  longer  subservii 
to  Washington.  Yeltsin  is  fighting  an  up 
battle  for  reelection,  and  he  is  well  aw; 
that  Russia's  decline  from  superpower 
international  beggar  status  is  one  of  1 
issues  that  has  made  him  unpopular.  H( 
trying  to  create  the  illusion  that  Russk 
resuming  its  old  superpower  role. 
PROSPECTIVE  CUSTOMER.  Yeltsin's  ak 
see  fast-growing,  arms-hungry  China  a 
big  client  that  could  prop  up  Russi 
sagging  military  industries  for  yea 
They  also  calculate  that  such  deals  coi 
deter  the  Chinese  from  troublemaki 
in  the  Russian  Far  East.  The  spars 
"  populated  but  timber-  and  mineral-r 
region  has  become  estranged  from  Moscow  since  the  Sov 
breakup.  The  Kremlin  worries  that  local  bosses  might  mt 
deals  with  China  for  financing  and  labor — creating  the  pot 
bility  of  an  eventual  split-off. 

With  so  many  reasons  for  Beijing  and  Moscow  to  < 
deals,  there  seems  little  Washington  can  do  to  halt  the  tre: 
In  fact,  China  is  the  most  likely  candidate  to  play  the  spoi 
Beijing  just  can't  seem  to  resist  throwing  its  weight  arou 
these  days.  It  may  be  just  a  matter  of  time  before  it  gi 
around  to  stepping  on  the  Russians'  toes. 

By  Peter  Galuszka  in  Moscc 
with  Pete  Engardio  in  Hong  Kg 


GLOBAL  WRAPUP 


DRAMA  ON  THE  DMZ 

►  Bill  Clinton  could  be  walking  into  a 
crisis  when  he  visits  South  Korea  on 
Apr.  16.  North  Korea  is  openly  flout- 
ing the  1953  armistice  that  ended  the 
Korean  War  by  illegally  moving  hun- 
dreds of  heavily  armed  troops  into 
the  demilitarized  zone. 

Washington  and  its  Asian  allies 
thought  they  had  tamed  North  Korea 
with  a  1994  deal  in  which  the  North 
agreed  to  shelve  its  nuclear-weapons 
program  in  exchange  for  $4.5  billion  in 
nuclear-power  and  oil  aid.  But  the 


North's  economy  has  drastically  wors- 
ened, and  malnutrition  is  widespread. 
Russia  and  China  have  exacerbated 
things  by  cutting  back  assistance  and 
demanding  hard  currency  for  oil. 
Backed  into  a  corner,  North  Korea's 
Kim  Jung-Il  is  threatening  war  to  win 
bargaining  leverage. 

The  worried  U.  S.  and  Japanese 
governments  have  recently  sent  out 
feelers  to  the  North.  Last  month, 
Japanese  Prime  Minister  Ryutaro 
Hashimoto  dispatched  a  secret  diplo- 
matic mission  to  North  Korea  in  a  bid 
to  kick-start  diplomatic  talks. 


But  the  North  shows  no  sign  of 
wanting  a  quick  resolution.  Instead,  it 
seems  to  be  trying  to  drive  a  wedge 
between  Seoul,  which  would  like  to 
see  the  North  Korean  regime 
squeezed,  and  the  U.  S .  and  Japan, 
which  woiry  about  the  North  collaps- 
ing. The  timing  of  the  dmz  provoca- 
tions is  also  significant:  just  days  be- 
fore elections  in  which  South  Korean 
President  Kim  Young  Sam's  party  is 
expected  to  lose  its  majority.  For  Clir 
ton,  the  problem  of  managing  the  Ko- 
reas could  be  getting  even  trickier. 

By  Brian  Bremner  in  Toky 
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BREITLING 


1884 


HRONOMAT 


t  a  time  when  instruments  routinely  monitor 
ght  data  at  Mach  2  miles  above  the  earth, 
hy  continue  improving  mechanical 
ironographs?  Preciselv  because  there's  more 
i  time  than  technology!  Just  ask  Breitling, 
le  world's  leading  maker  of  time 
istruments  for  aviation  professionals.  Its 
itricately  beautiful  movements  and  lovingly 
snd-polished  watchcases  put  technologica 
rogress  in  a  broader,  more  rewarding 
?rspective. 

ike  the  Concorde,  the  world's  first  supersonic 
rliner  but  surely  not  the  last,  BREITLING's 
hronomat  draws  time  and  space  ever  cli  iser  - 
ith  both  aesthetic  excellence  and 
Kstanding  technical  performance. 


Selfwinding  mechanical  chronograph 
calibrated  to  '/5th  of  a  second. 

30-minute  and  12-hour  totalizers. 

Power  reserve  in  excess  of  42  hours. 

Easv-to-read  calendar. 

Ratcheted,  unidirectional  rotating  bezel  with 
marker  tabs. 

Case  water-resistant  to  HMIm  (330ft)  with 
glareproofed  cambered  sapphire  crystal; 
screw-locked  crown  and  case  back. 

Steel,  two-tone  finish  with  18K  gold  tabs,  steel 
and  18K  gold  bezel;  choice  of  yellow  or  white 
18K  gold. 

Available  with  three  types  of  leather  strap  and 
choice  of  tang-type  buckle  or  folding  clasp,  or 
else  with  a  Pilot  or  Rouleaux  bracelet. 


AUTHOKIZK)  BRFITUNG  ACFNT: 


TRADITIONAL  JEWELERS 

Fashion  Island 
Newport  Beach,  California  92660 
Tel:  (714)721-9010 


NSTRUMENTS      FOR  PROFESSIONALS 


SOME  SEE  A  SMOKESTACK  INDUSTRY.  WE  SEE  SHIFTING  ENVIRONM 

Managing  your  company  in  a  hostile  world  takes  a  partner  who  can  see  beyond  the  obvious 
AIG  is  uniquely  able  to  protect  you  because  we  have  a  clear  understanding  of  risk,  no  matter 
i  it  takes.  Since  threats  toyour  business  come  from  many  different  directions,  we  offer  experti 

only  in  insurance,  but  in  managing  total  marketplace  risk. 

With  olfices  in  approximately  130  countries  and  jurisdictions  throughout  the  world,  AIGr 

unmatched  knowledge  of  local  conditions  and  regulations  garnered  during  75 years  of  interna 


ATION,  CAPITAL  RESTRUCTURING  AND  FUTURE  HEALTHCARE  LIABILITY. 


:ion.  In  fact,  AIG  is  the  only  worldwide  insurance  and  hnancial  organization  that  helps  you  man- 
your  business  risk  and  preserve  shareholder  value  through  a  broad  range  ot  customized  services, 
es  like  environmental  engineering,  global  claims  management  and  political  assessment. 
\nd  we've  got  the  top  hnancial  ratings  to  back  us  up.  So  AIG  not  only  sees  what's  out 
but  has  the  strength  to  help  you  do  something       W0RL„  LEADERS  ,N  INSURANCE  AND  FINANCIAL  SERVICES 

it.  American  International  Group,  Inc .  Dept  A,  70  Pine  Street.  New  York,  NY  10270 


AIG 


Marketing 


PROMOTIONS 


FIRST,  GREEN  STAMPS. 
NOW,  COUPONS? 

P&G  wants  to  end  these  sales  boosters-and  rivals  may  follow 


Last  year,  makers  of  everything  from 
Kitty  Litter  to  ketchup  barraged 
the  average  American  household 
with  about  3,000  discount  coupons.  For 
Procter  &  Gamble  Co.,  that  was  3,000 
too  many.  The  consumer-goods 
giant  has  already  cut  its  use  of 
coupons  in  half.  And  in  an  up- 
state New  York  test  watched 
closely  by  marketers  nation- 
wide, P&G  has  eliminated 
coupons  completely 

As  P&G  sees  it, 
those  coupons  cost 
too  much  to  print, 
to  distribute,  and  to 
process,  and  they  don't 
benefit  enough  consumers. 
"We  decided  that  coupons 
have  to  go,"  P&G  President 
Durk  I.  Jager  said 
at  a  trade  meet- 
ing, according  to 
Supermarket  News. 
Some  packaged-goods 
rivals  are  joining  in 
with  their  own 
coupon  cutbacks  in 
this  p&g  test  area. 
The  cutbacks  aren't 
likely  to  spell  the  end  ^ 
of  coupons — a  century-old  pro- 
motional tactic.  But  as  big 
marketers  and  retailers  alike 
struggle  to  reduce  waste, 
coupons  are  likely  to  become 
a  lot  less  abundant. 
NARCOTIC.  Coupon  promotions- 
which  cost  marketers  roughly  $8  billion 
last  year — have  always  been  inefficient. 
Of  the  292  billion  coupons  issued  in 
1995,  the  overwhelming  majority  missed 
their  mark.  Redemptions  dropped  for 
the  third  year  in  a  row,  to  5.8  billion 
•  ■  hart).  That's  just  2%  of  the  total,  half 
rate  in  1980,  according  to  coupon 
I  sor  nch  Promotional  Services  in 
Lincoln  -hire.  111.  The  decline  came  part- 
ly because  manufacturers,  eager  to  lim- 
it their  •  posure,  have  cut  the  average 
time  before  expiration  from  7.6  months 
in  1988  to  3.5,  according  to  coupon 
processor  cms  Inc. 

Love  them  or  hate  them,  coupons 


have  become  a  narcotic  that  marketers 
can't  easily  kick.  Although  most  coupons 
never  get  used,  shoppers  have  come  to 
expect  them.  Some  83%  of  consumers 
use  coupons  some  of  the 
time,  and  27%  say  they 
use  them  every  time 
they  shop.  Any  mar- 
keter that  attempts  to 
kick  the  habit  does 
so  at  its  peril,  as 
Procter  found  out  a 
few  years  ago, 
when  it  tried 
to  cut  cou- 
poning in  its 
diaper  business. 
Rivals  stepped  up 


same.  The  company  declined  to  comm 
p&g's  test  is  in  keeping  with  its 
cent  cost-cutting  binge.  It  has  clc 
dozens  of  plants,  chopped  thousand 
jobs,  and  slashed  discounts  to  trade 
tomers,  which  have  helped  it  to  lo 
prices.  Will  prices  fall  more  if  p&g  t 
out  of  coupons?  One  food  executiv 
p&g's  test  market  says  supermarl 
are  running  better  specials,  as  they  ] 
along  savings  from  handling  fe 
coupons.  Generally,  though,  marke 
are  likely  to  do  more  in-store  pro 
tions,  such  as  free  samples.  And  insl 
of  blitzing  the  market,  they'll  aim 
motions  at  the  likeliest  customers.  1 
also  may  use  more  "clipless  coupo 
where  the  cents  off  are  deducted  at 
cash  register  as  a  part  of  frequent-sl 
per  programs. 

BACKLASH.  But  diehard  coupon  clip] 
won't  give  up  without  a  fight.  In  Bi 
lo,  Erie  County  Legislator  Raymonc 
Dusza  has  organized  a  petition  driv< 
says  has  already  garnered  20,000 
natures  calling  on  p&g  to  rescind  its 
cision.  "I'd  let  my  teeth  fall  out  befo 
would  buy  another  tube  of  Crest,"  w 
one  angry  shopper  to  a  Syracuse  ne 
paper.  Wegmans  Food  Markets  In< 
regional  chain,  says  the  backlash  hs 
affected  sales. 

With,  so  many  consumers  eager 
coupons,  there  will  always  be  marke 
to  accommodate  them.  And  someti 
for  good  reason:  A  coupon  is  still  on 
the  best  ways  to  get  shoppers  to  t; 
new  product.  Cereal  makers  h 
stopped   the  buy-one-get-one-] 
coupon  wars  of  recent  years,  but 


A  SLOWER  CLIP  FOR  COUPONS 


their  own  cents-off 
promotions,  and  P&G 
was  forced  to  aban- 
don the  experiment. 

This  time,  howev- 
er, P&G  could  find  some  allies.  "We  may 
as  an  industry  have  begun  to  rely  too 
heavily  on  [coupons],"  says  Robert  H. 
Bolte,  vice-president  for1  coiporate  mar- 
keting services  at  Clorox  Co.  which  is 
planning  its  own  test  in  upstate  New 
York.  Procter's  archrival  in  diapers,  Kim- 
berly-Clark Corp.,  the  maker  of  Hug- 
gies,  says  it's  also  experimenting  with  a 
coupon  cutback  in  the  region.  Lever 
Brothers  Co.  is  said  to  be  doing  the 


DATA  NCH  PROMOTIONAL  SERVICES 

not  likely  to  dump  coupons  altoget 
Nor  are  some  smaller  brands,  wl 
have  a  better  chance  of  attracting  i 
users — rather  than  helping  existing  i 
tomers — with  a  coupon  offer.  S 
coupons  are  likely  to  cease  being  a 
ond  form  of  currency  at  the  cash  re 
ter.  Instead,  they'll  do  what  they 
best:  give  an  occasional  boost  to  a  i 
or  revamped  product. 

By  Zacharij  Schiller  in  CJeneU 
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Earning  the  prestigious  Business 
shnology  Association  Award  as  1995 
pier/Fax  Manufacturer  of  the  Year  was 


Reliability  h£lS» 

its  rewards^ 


=3TA 


Business 

Technology 

Association 


ite  an  honor.  The  award  was  given  to 
for  our  commitment  to  service  and 
pendability.  It  means  the  investment  in 
search  and  development  to  build  the 
)st  reliable 
3iers  and  fax 
ichines  is  paying  off.  And  that  should 
:an  something  to  you. 
For  businesses  around  the  w  orld,  it 
sures  that  Toshiba  copiers  and  fax 
ichines  have  no  rival  when  it  comes  to 
Ibrmance,  production  and  reliability  on 
laily  basis. 


The  Toshiba  6550  copier  and 
TF65I  fax  machine 

us  online  at 

//www.toshiba.com/tais/eid/products/ 

[bshiba  Vmerica  Information  Systems  Inc 
ill  liiwfiiiis  Division 


And  when  it  comes  to  comparing  price 
with  performance,  our  5540/6550  copiers 
are  winning  praises  of  their 
own.  Buyers  Laboratory  Inc. 
named  them  the  most  nut- 
standing  high-volume  copier 
values  of  1995. 

To  see  how  rewarding  Toshiba  reliability 
is.  call  (800)  GO-TOSHIBA.  And  put  a 
proven  winner  to  work  in  your  business. 


Buyers 
Laboratory,  Inc. 


In  Touch  with  Tomorrow 

TOSHIBA 


GM 


General  Motors 


&et&&L  heroes  is  m&> 

Warner  iN^nsFAcr/oNi 

Among  the  top-ten  volume  corporations 
selling  1995  cars  and  trucks  in  the  U.S.* 

-  J.D.  Power  and  Associates 


This  ad  is  made  possible  by  all  the  hard-working  men  and 
women  of  General  Motors;  its  dealers;  retailers,  and  suppliers. 


'RDLET  POfMTlAC         Oldsmobile  huh:k         Cai>ii  i  a.         ^^^M  satlrn 


i      '  ling  General  Motors  (  orporation,  c  hrysler  Corporation,  l  ord  Motor  Company,  American  Honda  Motor  Company,  Hyundai  Motor  of 
America,  Mazda  Motor  ot  America.  Mitsubishi  Motor  Sales  of  America,  Nissan  Motor  Corporation,  Toyota  Motor  Sales  U.S.A.,  Volkswagen  of 
iBased  on  [.D  Power  and  Associates  1995  New  Vehicle  Sales  Satisfaction  Index  Study,"*'  which  includes  measurement  of  owner  satisfac- 
tion •.<  ith    ill  s  experience,  delivery  and  initial  vehicle  condition  after  the  first  90  days  of  ownership.) 


Special  Advertising  Section 

Cezanne 


The  Large  Bathers.  1906,  Oil  on  canvas,  Philadelphia  Museum  of  Art.  Purchased  with  the  W.P.  Wilstach  Fund,  W 


An  Exhibition  at  the  Philadelphia  Museum  of  Art 
May  30- September  1,  1996 


Xhanks  to  computers,  companies  have  more 
information  about  their  business  than  ever.  But  they  often 
seem  to  know  less  about  what  customers  really  want.  All 
ita  sitting  in  all  those  computers  is  hard  to  get  to.  And 

hard  to  use  for  making  decisions. 


What's  needed  are  ways  to  help  you  mar 
information  as  a  business  asset  that  contributes  to  succ 
Unisys  provides  those  kinds  of  solutions.  Our  informe 
management  approach  lets  you  tap  the  vaiue  of  data  and 
it  to  benefit  customers  and  move  your  enterprise  forw 


We're  also  one  of  the  few  companies  that  has  both 
;chnology  and  services  to  effectively  integrate  your  many 
ms.  Which  can  further  help  you  cut  costs,  generate 
lue  and  serve  customers.  To  learn  more,  contact  us  today. 

//www.unisys.com/advor  1-800-874-8647,  ext.  222 


UNiSYS 

The  Information  Management  Company 


Message  from  the 
Mayor  of  the  City 
of  Philadelphia 


Special  Advertising  Section 


Cezanne 


Philadelphia  is  alive  with 
excitement  as  we  await 
the  opening  of  this  great 
exhibition.  From  Paris  and 
London  we  have  already 
received  advance  reports  of 
crowds  lining  up  around  the 
block  to  see  Cezanne's  work. 

As  the  only  American 
venue  for  the  exhibition,  we 
expect  to  welcome  back  the 
hundreds  of  thousands  of 
visitors  who  enjoyed  The 
Barnes  Foundation  exhibi- 
tion last  year  and  also  to 
introduce  our  Museum  to 
people  who  have  yet  to  make 
its  acquaintance. 

I  am  proud  of  our 
Museum's  involvement 
in  the  planning  of  this 
comprehensive  presentation 
of  a  great  French  artist,  and 
1  look  forward  to  showing 
off  our  city  to  the  many  art 
lovers  who  will  be  our  guests 
this  spring  and  summer. 

Edward  G.  Rendell 
Mayor  of  the  City 
of  Philadflphia 


Cezanne  is  made  possible  in 
Philadelphia  by  Advanta. 

The  exhibition  has  been  jointly 
organized  by  the  Philadelphia 
Museum  of  Art,  the  Reunion  des 
Musees  Nationaux/Museed'Orsay. 
Pans,  and  the  Tate  Gallery,  London 
\  Mitional  support  has  been  provid- 
d  I)','  grants  from  The  Pew  Charita- 
ble Trusts  and  the  National  Endow- 
mi  nl  for  the  Arts,  by  an  indemnity 

the  Federal  Council  on  the 
Arl  and  the  Humanities,  and  by  a 
'  "••  1'iiitribuhon  from  Gisela 

 is  Alter  US  Air  is  the  offi- 

.  •  fi  r  the  exhibition.  NBC 
to  WCAU  .s  rhe  media  sponsor. 


One  hundred  years  ago  in  Paris,  an  artist  from  Aix-en  Provence  was  given  h 
first  solo  exhibition  at  the  age  of  fifty-six.  The  artist's  name  was  Paul  Cezanne,  a? 
over  the  ensuing  decades  his  reputation  soared  to  the  point  where  he  was  regardt 
by  many  as  the  father  of  modern  art.  Now,  a  century  later,  art  lovers  on  boi 
sides  of  the  Atlantic  have  a  rare  opportunity  to  get  to  know  Cezanne  all  over  agai 


The  Abduction 

1867,  Oil  on  canvas,  The  Provost  and  Fellows  of  King's  College,  Cambridge,  (Keynes  Collection)  on  loan  to  the  Fitzwilliam  Museum 
With  its  highly  charged  atmosphere,  this  quasi-mythical  depiction  of  a  strapping,  bronze  youth  bearing  away  a  milk-white  maide 
is  among  Cezanne's  most  ambitious  early  works.  The  sense  of  terror  and  violence  mixed  with  a  profound  sensuality  may  reflect 
Cezanne's  conflicted  feelings  about  women,  both  his  desire  and  his  deep-seated  fear. 


Organized  by  the  Philadelphia  Museum 
of  Art  in  collaboration  with  the  Reunion 
des  Musees  Nationaux/Musee  d'Orsay 
in  Paris  and  the  Tate  Gallery  in  London,  this 
exhibition  presents  the  most  comprehensive 
view  of  the  artist's  work  in  60  years.  Visitors  to 
the  exhibition  in  Philadelphia  will  see  some  100 
paintings,  as  well  as  scores  of  drawings  and 
watercolors.  While  past  exhibitions  have  focused 
on  specific  aspects  of  Cezanne's  oeuvre  —  the 
bathers,  for  example,  or  the  watercolors  —  this 
once-in-a-generation  presentation  brings  together 


early  and  late  work,  portraits  and  landscape 
still  lifes  and  mythological  paintings,  watercoloi 
and  oils,  offering  rare  insight  into  the  world 
this  complex  and  brilliant  artist. 

Philadelphia,  the  only  U.S.  stop  on  the  exV 
bition's  tour,  has  long  been  for  Cezanne  schola 
the  most  important  single  destination  outside 
France.  Within  the  Museum's  own  collection  a 
16  oil  paintings,  10  watercolors,  and  two  sketc 
books  by  Cezanne.  Just  outside  the  city  are  tl 
extensive  holdings  of  The  Barnes  Foundatio 
with  66  paintings  and  watercolors  by  the  artist 
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UNLIMITED  PARTNERSHIP 


STEVE  KITTELL  FROM  THE  ATLANTA  COMMITTEE  FOR  THE  OLYMPIC;  GAMES  with  |OHN  SCANLAN  FROM  ARAMARK 

'ANYONE  WOULD  HAVE  SEEN 

A     PARKING     LOT.     FORTUNATELY,    ARAMARK  SAW 

AN  OLYMPIC  DINING  HALL  " 

.i-f(  John  Scanlan  from  ARAMARK:  "They  said,  'Remember,  this  is  Atlanta  1996.  The  Centennial  Games,  This  has  to 
be  great.  Well,  we  had  no  intention  oj  duplicating  what  we  did  in  Barcelona  lorn  years  ago  Or  Mexico  (  ity  in  68. 
Or  any  of  the  Games  in  between.  We're  here  to  help  15,000  athletes  and  coaches  from  197  different  cultures.  Athletes 


antal996    who  have  prepared  for  a  lifetime  to  be  better  than  they've  ever  been  in  that  lifetime.  We  know  that  takes  more  than  just  a 

.©I992  ACOG 
Service  Manager 

!j5npk(Cr  standard  issue  menu.  Or  a  standard  issue  effort,  for  that  matter.  This  is  the  Olympic  Gaines.  You've  either  prepared  to 
great.  Or  you  haven't."  We  don't  just  rely  on  a  book  for  all  the  answers  at  ARAMARK.  We  have  no  magic  "Olympic  Games  Menu" 
dust  off  every  four  years.  In  Atlanta,  we'll  customize  a  menu  for  every  single  athlete  if  that's  what  it  takes.  We'll  even  put  a  world-class 
then  and  dining  hall  on  a  parking  lot.  It's  a  mind-set  that  makes  it  possible  for  John  to  add,  "In  just  over  four  weeks,  we'll  prepare 
cr  one  million  meals  designed  for  peak  athletic  performance.  Quite  possibly  a  world  record."  ^(^^ 
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Standing  high  on  its  own  hill 
at  the  end  of  a  tree-lined 
boulevard,  the  Philadelphia 
Museum  of  Art  has  been  mak- 
ing history  for  over  a  century. 

Tne  Museum  is  found- 
ed. Originally  housed  in 
Memorial  Hall,  a  structure  built 
for  the  Centennial  Exposition, 
it  is  dedicated  from  its  begin- 
nings to  "the  improvement 
and  enjoyment  of  the  people 
of  the  Commonwealth." 

!J  With  the  collections 
growing  rapidly,  it  becomes 
clear  that  a  new,  larger  build- 
ing is  needed.  Construction 
begins  on  a  vast  Neoclassical 
building. 


3  Fiske  Kimball  becomes 
director  of  the  Museum  and 
conceives  a  plan  to  transform 
the  second  floor  of  the  build- 
ing into  a  "walk  through  time," 
where  visitors  can  proceed 
through  a  series  of  authentic 
period  rooms.  Kimball  sends 
his  curators  around  the 
world  in  search  of  the  finest, 
best-preserved  architectural 
interiors.  To  give  his  American 
audiences  a  feeling  for  their 
own  heritage,  Kimball 
includes  a  parlor  from  a 
Philadelphia  townhouse. 


Powell  Room,  c.1772, 
Philadelphia  Museum  of  Art, 
aiven  by  Mr.  and  Mrs. 
Wolf  Klebasky. 


Vj  The  Museum's  new 
home  is  completed  on  the 
site  of  the  old  Fairmount 

reservoir. 


The  House  of  the  Hanged  Man,  in  Auvers-sur-Oise 

1873,  Oil  on  canvas,  Musee  d'Orsay,  Paris.  Bequest  of  Comte  Isaac  de  Camondo  (R.F.  1970). 

Shown  in  the  first  Impressionist  exhibition  in  1874,  this  work,  painted  in  Auvers,  is  widely  regarded  as  the  early  masterpiece  0} 
Cezanne's  Impressionist  period.  Camille  Pissarro's  influence  is  evident  in  Cezanne's  lighter  palette,  yet  unlike  his  Impressionist  pee 
Cezanne  applied  heavy  layers  of  paint  to  solidify  its  pictorial  structure. 


An  Enduring  Enigma 

What  is  it  about 
Cezanne's  art  that  stops 
people  in  their  tracks  and 
makes  even  the  most 
casual  museum  visitor 
pause  and  reflect?  Per- 
haps it's  the  pure  inten- 
sity of  his  colors,  the  hot 
oranges,  vibrant  greens, 
and  stunning  blues  that 
seem  to  jump  off  the 
canvas.  Or  maybe  we 
respond  to  the  timeless 
sense  of  the  monumen- 
tal with  which  Cezanne 
seemed  capable  of  invest- 
ing the  most  lowly  fruit 
or  table.  Certainly,  other  artists  painted  more  con- 
vivial scenes  —  Renoir's  jolly  boating  parries  spring 
to  mind.  In  Cezanne's  art,  though,  we  have  no 
need  of  scenes  of  human  interaction  to  feel  the 
pulse  of  life  that  animates  every  image.  Each  tree, 
each  apple  vibrates  with  an  inner  life  that  captivates 
us  instantly  and  rewards  contemplation. 


Cezanne  and  Pissarro,  c.  1873. 
Cezanne  (right)  spent  some 
of  his  happiest  times  painting 
with  his  friend  Pissarro  in  the 
villages  of  Auvers  and  Pon- 
toise,  a  few  miles  from  Paris. 
Musee  d'Orsay,  Paris. 
Service  de  documentation. 


A  Life  in  Painting 

Of  Cezanne  as  a  person  we  know  relatively  1 
tie.  Born  in  1839  in  Aix-en- Provence  in  the  sou 
of  France,  Paid  Cezanne  was  the  only  son  of  Lou 
Auguste  Cezanne  —  a  successful  hatter  turn 
banker.  His  family,  though  far  from  being  part 
Aix's  elite,  achieved  a  certain  status  when  th 
moved  into  Jas  de  Bouffan,  a  country  house  abo 
a  mile  from  the  city  center. 

With  no  brothers,  the  young  Cezanne  look 
to  his  schoolmates  for  companionship,  befrien 
ing  a  slight,  pale  boy  named  Emile  Zola.  The  tv 
friends  spent  idyllic  youthful  days  hiking  throuj 
the  hills  of  Provence,  swimming  in  the  Arc  Riv( 
hunting,  picnicking,  and  exploring  among  tl 
pine  trees  and  rocky  hills. 

After  the  death  of  his  father,  Zola  left  for  Par 
leaving  his  closest  friend  behind.  Eager  to  becon 
an  artist  but  intimidated  by  his  father,  Cezani 
tried  his  hand  at  banking  and  even  began  srudi 
for  a  law  degree  before  acknowledging  to  hit 
self  that  his  destiny  lay  with  the  paintbrush. 

After  a  first  trip  to  Paris  in  1861,  the  artist  beg; 
a  peripatetic  lifestyle  that  rarely  saw  him  settled 
one  place  for  more  than  a  year  or  two.  In  Paris  1 
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^JjThe  Museum  receives 
the  lohn  Howard  McFadden 
bequest  of  his  collection  of 
English  art,  which  contains 
I.  M.  W.  Turner's  powerful  and 
terrifying  painting  (below). 

mm. 


J.  M.  W.  Turner,  The  Burning 
of  the  Houses  of  Lords  and 
Commons,  October  16.  1834, 
1834  or  1835.  Oil  on  canvas.  The 
John  H.  McFadden  Collection. 

Three  blocks  from  the 
Museum,  and  under  its  aus- 
pices, the  Rodin  Museum  opens. 
The  Museum  contains  his  collec- 
tion of  121,  bronzes,  marbles, 
and  plasters  by  Auguste  Rodin. 

p| Thomas  Eakins's  widow, 
Susan  MacDowell  Eakins,  and 
her  friend,  Mary  Adeline 
Williams,  donate  a  collection 
of  paintings,  sculptures, 
sketches,  and  archival  mater- 
ial that  will  form  the  nucleus 
for  the  largest  collection  of 
the  artist's  work  in  existence. 


The  collection  of 
Philadelphia  lawyer  |ohn  C. 
lohnson  is  moved  to  the 
Museum.  Of  extraordinary 
importance,  this  collection 
contains  Italian  and  Northern 
European  Renaissance  paint- 
ings, 17th-century  Dutch 
pictures,  and  important  19th- 
century  works  by  lohnson's 
contemporaries,  such  as  Claude 
Monet  and  Edgar  Degas. 


R< er  van  der  Weyden.  The 

Crucifixion,  with  the  Virgin  and 
Saint  John  the  Evangelist 
Mourning,  c.  1460-64, 
Oil  on  oak  panel,  John  G. 
Johnson  Collection. 


longed  for  the  rustic  soli- 
tude of  Provence;  back 
*f,'7|v  ^V&V*  home  he  became  restless 
and  hankered  after  the 
excitement  of  the  capital. 

Timid  in  matters  of 
love,  Cezanne,  in  his  30th 
year,  met  a  young  woman 
named  Hortense  Fiquet, 
who  became  his  mistress 
and  with  whom  he  had  a 
beloved  son  (named  Paul 
after  his  father)  in  1872. 
The  couple,  whose  rela- 
tionship seems  often  to 
have  been  strained,  did  not  marry  until  17  years 
later  when,  largely  in  deference  to  his  father  (from 
whom  he  had  kept  his  family  secret  for  almost  two 
dri  adi-s)  tilt-  pan  wrre  formalh  muted 

Artistic  success  eluded  Cezanne  for  almost  his 
entire  life.  He  was  consistently  rejected  from  the  offi- 
cial Salon  in  Paris,  an  institution  that  he  publicly 
■I 


Cezanne  setting  out  to  paint 
a  landscape  near  his  home 
in  Aix-en-Provence. 

Musee  du  Louvre,  Pans. 
Departement  des 
Arts  Graphiques. 


derided  but  from  which  he  yearned  for  acceptan 
While  respected  by  his  fellow  artists,  he  was  only  s 
radically  sought  out,  on  account  of  his  famou 
grave  temperament.  Camille  Pissarro  becarm 
close  friend,  as  did  the  genial  painter  Auguste  Rem 
Claude  Monet  was  often  baffled  by  the  Proven 
artist's  behavior.  On  one  occasion,  perceiving 
insult,  Cezanne  flew  into  a  rage  and  stormed  oul 
a  lunch  party  at  Monet's  home  in  Giverny. 

A  loner  by  nature,  he  remained  loyal  to  1 
Mediterranean  roots,  and  will  always  be  clos 
associated  with  that  place.  In  his  later  years,  he  w 
by  his  own  volition,  increasingly  isolated.  Afflic 
by  diabetes  but  as  devoted  as  ever  to  his  paintii 
he  pursued  his  muse  relentlessly  and  allowed  f 
distractions.  Cezanne  died  in  1906  at  the  age  of  1 

And  yet,  time  has  proven  him  as  great 
greater  than  any  of  his  contemporaries,  his  gift 
enduring,  his  legacy  as  rich.  While  what  we  kn 
of  his  personal  history  lacks  engaging  anecdot 
Cezanne's  life  in  painting  was  an  endlessly  rev« 
ing  journey  of  discovery. 


The  Great  Pine 

c.  1889.  Oil  on  canvas.  Museu  de  Arte  de  Sao  Paulo,  Brazil.  Chateaubriand  Collection. 

For  Cezanne,  the  image  of  the  pine  tree  held  powerful  associations  of  youthful  adventures  in  the  Provencal  countryside.  As  first 
painted,  the  top  of  the  tree  was  cut  off  by  the  edge  of  the  canvas.  Aiming  for  more  grandeur,  Cezanne  added  a  band  oj  canvas  th 
allowed  him  to  show  the  entire  tree  standing  proud  against  the  blue  sky. 
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f§  A  great  Cezanne  exhi- 
bition of  63  works  is  shown  at 
the  Museum. 

|f  The  donation  of  Louise 
and  Walter  Arensberg's 
collection,  rich  in  work  by 
Constantin  Brancusi,  Marcel 
Duchamp,  and  the  Cubists, 
establishes  the  Museum  as 
home  to  the  world's  most 
important  collection  of 
Duchamp's  work. 


Marcel  Duchamp,  Chocolate 
Grinder  (No.  2),  1914, 
Oil,  graphite,  and  thread  on 
canvas,  The  Louise  and  Walter 
Arensberg  Collection. 


I  The  A.  E.  Gallatin 
Collection  of  20th-century 
art  begins  to  be  given  to  the 
Museum.  Included  are  such 
seminal  works  as  Picasso's 
Three  Musicians. 

^  The  Museum  receives 
Mr.  and  Mrs.  Carroll  S.  Tyson, 
Ir.'s  collection  of  Impression- 
ist and  Post-Impressionist 
paintings,  including  such 
masterpieces  as  Van  Gogh's 
Sunflowers. 


Thrift  or  1S09.  Oil  011  canvas 
The  Mr.  and  Mrs.  Carroll  S. 
Tyson.  Jr.  Collection. 


Mont  Samte-Victoire  Seen  from  Bibemus 

c.  1897.  Oil  on  canvas.  The  Baltimore  Museum  of  Art. 
The  Cone  Collection,  formed  by  Dr.  Claribel  Cone  and  Miss 
Etta  Cone  of  Baltimore,  Maryland. 

This  canvas  was  painted  at  Bibemus,  an  ancient  quarry  a  few 
miles  from  Aix-en-Provence.  In  his  later  years,  Cezanne  made 
the  journey  to  Bibemus  frequently,  using  a  mule  to  carry  his 
painting  supplies  and,  on  occasion,  staying  the  night  in  a  small 
building  that  he  rented  there.  The  monumental  presence  of 
Mont  Sainte-Victoire  rises  up  dramatically  behind  the  stone 
cliffs  of  the  quarry. 

Exorcising  the  Demons 

The  taciturn  face  that  the  young  Cezanne 
showed  the  world  masked  an  inner  life  preoccu- 
pied with  the  violent  and  erotic.  In  his  early  work, 
highly  charged,  sensuous  images  leapt  from  his 
turbulent  imagination  onto  the  canvas  in  a  whirl 
of  intense  colors  and  thick  paint,  often  applied  with 
a  palette  knife  —  or  even  his  thumb.  Women 
repelled  and  attracted  him  simultaneously.  In  his 
early  canvases  we  see  them  either  offering  up 
their  charms  seductively  or  being  strangled,  tor- 
tured, or  abducted,  helpless  to  save  themselves. 

Struggling  with  his  own  inner  demons,  he 
found  it  difficult  to  get  along  with  others,  and  we 
can  well  imagine  that  the  meeting  between 
Cezanne  and  Edouard  Manet  was  a  strange  one  — 
the  elegant  Parisian,  dressed  always  in  a  top  hat  and 
gloves,  and  the  rough  peasant  from  the  South, 
who  rarely  uttered  a  complete  sentence. 

Having  failed  the  entrance  exam  to  the  Ecole 
des  Beaux-Arts  in  1861,  he  became  so  accustomed 
to  having  his  works  rejected  by  the  Salon  that  he 
once  delivered  his  canvases  to  the  hallowed  exhi- 
bition in  a  wheelbarrow.  The  rejection  must  have 
been  particularly  harsh  in  1868,  when  his  friends 
Manet,  Monet,  Pissarro,  Renoir,  and  Sisley  all 
had  work  accepted.  One  critic  commented  that 
Cezanne's  paintings,  "provoke  laughter  yet  they're 
pitiable:  they  reveal  the  most  profound  ignorance 
of  drawing,  of  composition,  of  coloring." 

"A  wise  counselor" 

Wary  of  emotional  entanglements,  Cezanne  felt 
curiously  at  ease  with  his  friend  Camille  Pissarro, 
whose  plein-air  (in  the  open  air)  method  of  land- 


scape painting  had  already  made  him  a  figui 
great  influence  on  the  Parisian  art  scene. 

In  1872  Cezanne  took  his  wife  and  son  to 
the  painter  at  Pontoise,  a  village  on  the  Oise  R 
a  few  miles  northwest  of  Paris.  Cezanne  regai 
Pissarro  as  "a  father  to  me.  He  was  a  wise  a 
selor  and  something  like  God  Almighty."  Pain 
alongside  him,  Cezanne  became  less  violet] 
temperament,  more  meditative.  His  style 
more  assertive  than  Pissarro's,  though,  anc 
still  used  the  palette  knife.  A  peasant  who, 
the  two  friends  at  work  said,  "When  working, 
sarro  pricked... while  Cezanne  laid  in." 

In  the  nearby  village  of  Auvers,  Cezanne  s 
ed  to  complete  entire  canvases  out  of  doors. . 
so  began  a  lifelong  commitment  to  landsc 
painting  and  a  profound  respect  for  nature, 
sarro  introduced  his  young  acolyte  to  his  met 
of  modeling  by  tones,  and  encouraged  hir 
lighten  his  palette  to  convey  the  saturated  blues 
greens  of  the  ile-de- France  landscape. 

"I  want  to  make  of  Impressionism  sometr 
solid  and  durable..." 

Replacing  the  harsh  blacks  and  whites  of 
early  work  with  a  more  varied  range  of  colors,  Cez; 
also  began  to  experiment  with  the  fragmented  br 
strokes  and  divided  tones  of  the  Impressionists 
And  yet,  Cezanne  was  never  wholl) 
Impressionist  in  the  sense  that  his  goal  was  m 
capture  the  fleeting,  ephemeral  effects  of  light, 
was  after  something  more  permanent.  As  he  c 
said,  "I  want  to  make  of  Impressionism  so 
thing  solid  and  durable  like  the  art  of  the  mi 
urns."  Whereas  Monet  and  Renoir  were  fasci 
ed  with  the  social  interactions  of  daily  life, 
Pissarro  documented  the  toil  of  the  comr 
laborer,  Cezanne  seemed  to  distance  himself  f 
the  rituals  and  leisure  activities  of  his  fellow  n 

A  painter  of  the  South 

To  a  great  extent,  Cezanne's  southern  orij 
defined  him  as  a  painter.  Northern  France  h 
mild,  changeable  climate;  the  sky  is  often  gray, 
landscape  a  delicate  melange  of  greens  and  bli 
The  Midi,  Cezanne's  country,  is  a  land  of  hi 
sunlight  and  dramatic  landscapes  defined  by  t 
trees,  red  earth,  and  rocky  outcroppings. 
Cezanne  wrote  to  Pissarro:  "The  sun  here  i: 
frightful  that  it  seems  to  me  the  objects  are 
houetted  not  only  in  white  or  black,  but  in  blue, 
brown,  violet."  In  Provence,  Cezanne's  pal 
took  on  new  luminosity. 

Throughout  his  life,  certain  places  near  Aix  1 
strong  associations  for  Cezanne,  and  he  retume 
them  again  and  again  in  his  paintings:  his  ho: 
stead  Jas  de  Bouffan;  the  coastal  landscape 
1  'Rstaqui';  ,1  mysterious  house  111  the  Tholi 
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'ortrait 

82,  Oil  on  canvas, 

tmuseum  Bern. 

man  who  paid  so  little  heed 

appearance,  Cezanne  used 
tn  face  as  subject  matter  sur- 
gly  often.  Twenty-five  self- 
lits  are  known,  and  they  are 
g  the  artist's  most  disconcert- 
orks.  In  this  arresting  example, 
most  rabbinical  look  of  the 

with  his  felt  hat  and  dark 
,  is  agitated  by  the  quivering 
of  abrupt  brushstrokes. 


woods  called  the 
Chateau  Noir;  and 
the  towering  presence 
of  Mont  Sainte-Vic- 
toire,  which  dominat- 
ed the  landscape  for 
miles  around.  The 
quarries  at  Bibemus, 
a  few  miles  north  of 
the  city,  also  provided 
inspiration.  Late  in 
life,  he  rented  a  small 
house  there  where  he 
would  store  his  can- 
vases and  paints,  heat 
up  his  lunch,  and 
sometimes  even  stay 
the  night.  The  lure  of 
nature  was  so  strong 
for  Cezanne  that  he 
would  disappear  for 
days  at  a  time,  often 
ping  in  peasants'  barns,  caring  little  for  his 
fort,  only  for  the  canvases  he  would  paint. 

aint  a  head  as  I  paint  a  door." 

Throughout  his  career,  Cezanne  painted  por- 
3  of  the  people  around  him.  Never  comfortable 
1  those  outside  his  immediate  circle,  he  often 
;e  Hortense  or  their  son,  Paul,  as  a  model.  On 
r  occasions,  he  painted  the  peasants  and  labor- 
jf  his  nahve  Provence. 

Dther  sitters  came  from  different  walks  of 
however:  the  critic  Gustave  Geffroy;  his  deal- 
mibroise  Vollard;  and  his  first  important  col- 
)r,  Victor  Chocquet.  In  the  end,  though,  it 
the  common  people  he  preferred  —  some  of 
ast  paintings  he  worked  on  are  of  Vallier,  his 
lener. 

Zezanne  treated  the  human  figure  as  an  inan- 
te  object.  "Be  an  apple,"  he  would  bark  at  his 
ects,  insisting  that  they  remain  motionless 

if  possible,  expressionless.  "I  paint  a  head  as 
int  a  door,"  he  said,  "as  I  paint  anything." 

yet  both  the  door  and  the  head  vibrate  with  the 
m  of  life. 

>ainter  of  apples." 

Renoir  once  said  that  Cezanne  painted  so 
Ay  that  he  had  to  use  artificial  flowers,  as  real 
5  would  wilt  long  before  he  had  finished  paint- 
them.  For  the  numerous  still  lifes  that  he 
ted,  Cezanne  set  up  the  arrangements  with  the 
of  a  stage  designer  —  each  apple,  each  nap- 
placed  with  an  eye  to  the  overall  harmony, 
iiin  this  careful  construct,  the  glowing  colors 
;  out  and  the  tablecloth,  plates,  even  the  table 
n  curiously  off  kilter,  about  to  shatter  the  equi- 


librium of  the  scene.  "He  made  a  living  thing  out 
of  a  teacup,"  wrote  the  Russian  painter  Kandinsky. 

It  is  the  apples,  though,  rather  than  the 
teacups,  that  we  think  of  when  we  picture  a 
Cezanne  still  life.  Poet  Rainer  Maria  Rilke  was 
so  entranced  that  he  wrote  to  his  wife  that  the 
artist  had  achieved  "the  painted  apple  for  all  time." 

The  legend  takes  shape 

After  his  first  one-person  show  at  Ambroise 
Vollard's  Paris  gallery  in  1895,  people  began  to  take 
notice  of  Cezanne.  His  paintings,  rejected  for  so 
many  years  by  die  official  institutions  of  Paris,  were 
now  displayed  at  the  Salon  des  Independants  and, 
from  1904,  at  the  Salon  d'Automne. 

But  even  before  this,  many  younger  painters, 
as  well  as  collectors,  came  to  know  Cezanne's 
work  through  Pere  Tanguy,  the  paint  merchant. 
In  exchange  for  pigment,  Cezanne  had  given 
Tanguy  many  canvases,  and  when  painters 
stopped  by  his  Paris  shop,  Tanguy  would  take 
them  out  of  storage  and  display  them  proudly.  It 
was  there  that  Gauguin  and  Van  Gogh  first 
encountered  Cezanne's  paintings. 

With  little  head  for  business,  Cezanne  hand- 
ed over  to  his  son,  Paul,  that  side  of  his  career.  And 
by  all  accounts,  the  son  was  quite  competent  at 
introducing  his  father's  work  to  dealers,  negoti- 
ating sales,  and,  in  general,  taking  care  of  the 
growing  market  for  the  aging  artist's  paintings  and 
watercolors. 

As  Cezanne  began  to  spend  more  time  in 
Provence,  working  out  of  his  hillside  studio  at 
Les  Lauves,  several  young  artists  made  the  pil- 
grimage south  to  spend  time  in  the  presence  of  die 
great  artist. 


Cardplayers 

1893-96,  Oil  on  canvas,  Musee  d'Orsay,  Paris. 
Bequest  of  Comte  Isaac  de  Camondo  (R.F.  1969). 
The  largest  and  most  complex  of  Cezanne's  five  paintings 
on  this  theme  is  at  The  Barnes  Foundation  in  Merion, 
Pennsylvania.  This  version  is  much  simplified,  with  only 
two  peasants  sitting  at  a  table,  absorbed  in  a  card  game. 
Always  preferring  to  paint  ordinary  folk,  Cezanne  lent 
the  scene  a  simple  dignity. 


Philadelphia 
Museum  of  Art 
Through  the  Years 


Qa  major  exhibition  of 
paintings  by  Vincent  van 
Gogh  draws  record  crowds  to 
the  Museum. 

EB3  The  Museum's  armory 
is  established  with  the 
impressive  bequest  of  arms 
and  armor  from  Carl  Otto 
von  Kienbusch. 


Burgonet.  attributed  to  Anton 
Peffenhauser,  c.  1570.  Etched 
and  gilded  steel.  Bequest  of 
Carl  Otto  von  Kienbusch. 


I  To  oversee  the  Muse- 
um's collections  and  exhibi- 
tions, Anne  d'Harnoncourt  is 
named  The  George  D.  Widener 
Director.  Robert  Montgomery 
Scott  is  appointed  to  the 
newly  created  position  of 
Museum  President  and  CEO, 
which  carries  with  it  respon- 
sibility for  the  Museum's 
financial  and  operational 
welfare. 


Anne  d'Harnoncourt  and 
Robert  Montgomery  Scott 


CE3  The  Museum's  Old 
Master  print  collection  is 
nearly  doubled  by  the  gen- 
erosity of  Muriel  and  Philip 
Berman,  with  whose  help 
some  2,500  drawings  and 
more  than  42,000  prints  by 
European  masters  of  the  16th 
to  19th  centuries  are  acquired 
from  the  Pennsylvania 
Academy  of  the  Fine  Arts. 


Philadelphia 
Museum  of  Art 
Through  the  Years 
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H^The  Henry  P.  Mcllhenny 
Collection  of  19th-century 
French  furniture  and  paintings 
is  bequeathed  to  the  Museum. 
Highlights  include  Ingres's 
Portrait  of  the  Countess  of 
Tournon. 


Armchair,  France,  c.  1825-35, 
Elm,  purpleheart,  The  Henry 
P.  Mcllhenny  Collection 
in  memory  of  Frances  P. 
Mcllhenny. 


)ean-Auguste-Dominique 
Ingres,  Portrait  of  the  Countess 
of  Tournon.  1812.  Oil  on  canvas. 
The  Henry  P.  Mcllhenny 
Collection  in  memory  of 
Frances  P.  Mcllhenny. 


Still  Life  with  Curtain  and  Flowered  Pitcher  (above) 
c.  1899,  Oil  on  canvas.  The  Hermitage  Museum,  St.  Peters 
Cezanne's  late  still  lifes  are  one  of  the  glories  of  his  oeuvre, 
combining  masterful  composition  with  a  free,  lyrical  touch 
Several  areas  are  left  deliberately  unfinished,  and  this  — 
combined  with  the  distortions  in  perspective  that  tilt  the  pi 
of  fruit  until  it  seems  about  to  topple  —  makes  the  still  life 
appear  to  be  creating  itself  before  our  eyes. 

Mont  Sainte-Victoire  (left) 

1902-4.  Oil  on  canvas,  Philadelphia  Museum  of  Art.  The 
George  W.  Elkins  Collection.  £1936-1-1. 
Late  in  life,  Cezanne  devoted  himself  to  capturing  the  spirit  of 
great  mountain  that  dominates  the  landscape  around  Aix.  Eac 
the  31  known  oils  and  numerous  watercolors  of  Mont  Sainte-Vic 
seen  from  this  angle  gives  us  a  slightly  different  view  of  the  m 
tain.  We  sense  the  changing  light  and  atmosphere  that  animat 
the  vast  landscape,  but  also  perceive  its  monumental  structun 


BE^Mr.  and  Mrs.  Walter 

H.  Annenberg  donate  two 
Cezanne  sketchbooks  to  the 
Museum. 

GEB1  Senior  Curator  loseph 

I.  Rishel  conducts  research  for 
both  his  catalogue  contribution 
for  the  exhibition  Great  French 
Paintings  from  the  Barnes 
Foundation  and  for  the 
Cezanne  retrospective  of  1996. 

Triumphantly,  the 
Viuseum  completes  a  multi- 
year  reinstallation  of  its 
entire  European  collections. 

en  of  75,112  schoolchild- 
ren visit  the  Museum  this 
year  -  the  highest  number  in 
the  Museum's  history. 


"I  glimpse  the  Promised  Land." 

The  last  decade  of  Cezanne's  life  was  charac- 
terized not  by  a  slowing  down  or  falling  off  in  his 
work,  but  rather  by  an  ever-more  relentless  pursuit 
of  his  artistic  goals.  His  wife,  Hortense,  increasingly 
spent  these  years  in  Paris  with  their  son,  and  there 
was  little  to  distract  Cezanne  from  the  two  great 
themes  of  his  later  years:  Mont  Sainte-Victoire  and 
the  bathers.  "I  work  obstinately."  He  wrote  to  his  deal- 
er in  1903,  "1  glimpse  the  Promised  Land." 

In  the  late  paintings  of  Mont  Sainte-Victoire  we 
see  Cezanne  in  full  mastery  of  his  art.  In  radiant 
canvases  shot  through  with  blue,  lavender,  green, 
and  gold,  nature  and  art  are  perfectly  integrated. 
The  touches  of  color,  distributed  evenly  over  the 
canvas,  create  a  unified  image  that  shimmers  with 
suppleness  and  life. 


The  subject  of  nudes  reposing  in  a  lands( 
had  captured  Cezanne's  imagination  since 
youth.  Late  in  life,  he  devoted  himself  to  captu 
the  mythical,  eternal  essence  of  this  the 
Cezanne's  women  have  a  grandeur  and  serii 
ness  that  imbue  their  actions  with  monumei 
ity.  The  landscape  provides  a  fittingly  maje 
stage  for  the  enigmatic  scene. 

"The  father  of  us  all" 

Cezanne  once  said  of  the  state  of  paintin 
tire  late  19th  century,  "There  are  no  longer  any 
painters.  Monet  gave  us  his  vision.  Renoir 
the  women  of  Paris.  Pissarro  was  very  clos* 
nature.  What  came  after  doesn't  count,  consis 
only  of  practical  jokers  who  feel  nothing,  \ 
perform  acrobatics."  Had  he  lived  further  : 
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xo  SOME  small  package  carriers, 
it's  a  BOX. 


xo  RPS,  it's  your  BOTTOM  LINE. 


Saving  you  bucks. 

Volume  incentives.  Low  cost  alter- 
natives to  LTL  Guaranteed  sec- 
ond-day air  for  15%  less.  Lower 
pick  up  fees.  Savings 
you  can  pass  on  to  your 
(very  pleased)  customers. 


Shipping  solutions  that  fit 

?PS  tailors  its  service  to 
'our  business  because  your 
business  is  unique.  Whether 
!§  retail,  publishing, 
pharmaceuticals,  manufacturing 
v  any  other  business... 
fO  packages  a  day 
x  10,000. 


Delivering  where  you  ship. 

To  over  98%  of  business 
addresses  in  the  U.S. 
100%  in  Canada. 
Over  75%  in  Mexico. 
27  countries  in  Europe. 


Giving  your  business  an  edge. 

Advanced  RPS  technology  gives 
you  plenty  of  ways  to  better  serve  your 
customer.  Improves  your  entire  delivery 
process,  too. 


If  your  carrier's  putting  you  in  a  box, 
dial  1-800-ROADPAK®  (762-3725)  and  improve  your  bottom  line. 


ill  HfljE? 


Delivering  more  than  your  packager 

V  Caliber  System  <  ,am  J  A  O 
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Madame  Cezanne  in  a  Red  Armchair 

1877,  Oil  on  canvas,  Museum  of  Fine  Arts,  Boston.  Bequest  of  Robert  Treat  Paine  II. 

Hortense  Fiquet  was  Cezanne's  mistress,  the  mother  of  his  son,  and,  eventually,  his  wife.  She  was  the  artist's  most  frequent 
model  (26  paintings  of  her  are  known).  The  stunning  harmony  of  blues  and  greens  in  this  portrait  is  set  off  by  the  vibrant 
red  mass  of  the  armchair. 


Cezanne  is  made  possible  in  Philadelphia  by  Advanta. 

he  exhibition  has  been  jointly  organized  by  the  Philadelphia  Museum 
of  Art,  the  Reunion  des  Musees  Nationaux/Musee  d'Orsay.  Pans  and  the  Tate  Gallery,  London.  Additional  support  has  been 
provided  by  grants  from  The  Pew  Charitable  Trusts  and  the  National  Endowment  for  the  Arts,  by  an  indemnity  from  the 
Federal  Council  on  the  Arts  and  the  Humanities,  and  by  a  generous  contribution  from  Gisela  and  Dennis  Alter.  USAir  is  the 
official  airline  for  the  exhibition.  NBC  10  WCAU  is  the  media  sponsor. 

AM  I'llOIOCRAPHS  COURTESY  OF  THE  PHILADELPHIA  MUSEUM  OF  ART      DFS1CN  MICHAEL  ARON  AND  COM  ['AN  V 


this  century,  perhaps  he  w 
have  revised  his  opinion, 
tainly,  many  of  the  great  ai 
who  came  after  him  clai 
to  have  been  strongly  it 
enced  by  the  master  from 

Monet,  Pissarro,  De 
Renoir,  Gauguin,  and  Ma 
all  owned  works  by  Cez; 
during  his  lifetime,  and 
work  was  later  to  affect  : 
luminaries  as  Picasso,  1 
nard,  Malevich,  Paul  * 
Braque,  Kandinsky,  M: 
Duchamp,  and  Jasper  Jo 
Gauguin  said  of  his  paintir 
Cezanne,  "It's  the  apple  o 
eye,  and  except  in  case  of 
necessity,  I'll  keep  it  unti 
last  shirt's  gone."  His  fr 
Pissarro  described  him  as 
of  the  most  astounding 
curious  temperaments  oi 
time... who  has  had  a  very  \ 
influence  on  modern  art. 

For  the  founders  of  mo 
art,  Cezanne  offered  a  new 
of  seeing,  one  that  assimi 
the  lessons  of  Impressioi 
but  made  of  it  something  1 
umental  and  lasting.  Pic 
went  so  far  as  to  call  him 
father  of  us  all,"  and  for  Ma 
he  was  "a  kind  of  benevi 
god  of  painting." 

What  strikes  us  today  z 
Cezanne,  as  we  look  at  a 
rime's  work  and  learn  si 
thing  of  how  he  lived,  i; 
unwavering  steadfastness  < 
resolve.  He  felt  himself  caj 
of  achieving  something  t 
ordinary,  and  everything  i 
life  became  subservient  t( 
goal.  When  met  with  reje 
and  misunderstanding 
forged  ahead,  never  alio 
himself  to  be  distracted, 
life  devoted  entirely  to  ar 
left  us  a  legacy  so  rich  th; 
marvel  at  it  afresh  each 
we  see  his  work.  This  exhil 
gives  us  an  opportunity  to 
once  more  in  the  art  c 
imcomparable  master. 

Judith  West  is  executive  editor  of 
Arts,  a  monthly  arts  and  culture  r 
tine  based  in  Philadelphia. 
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Cezanne 

Exhibition  Information 

■xhibition  Days  and  Hours 

vlay  30-September  1,  1996 

fuesdays  and  Thursdays,  11:00  a.m. -5:00  p.m. 
Last  tickets  issued  for  3:30  p.m.) 

Wednesdays  and  Fridays,  11:00  a.m.-8:45  p.m. 
Last  tickets  issued  for  7:30  p.m.) 

Saturdays,  9:00  a.m.-5:oo  p.m. 
Last  tickets  issued  for  3:30  p.m.) 

Sundays,  9:00  a.m.-7:oo  p.m. 
Last  tickets  issued  for  5:30  p.m.) 

Picket  Information 

rickets  may  be  purchased  at  the  Museum  during  regular 
lours,  or  by  telephone  at  (215)  235-SHOW  (235-7469)  from 
):oo  a.m.  to  7:00  p.m.,  seven  days  a  week.  Advance  tickets 
ire  strongly  recommended.  A  service  charge  of  $2.75  per 
icket  will  be  added  to  telephone  orders. 


Wednesdays-Sundays    Tuesdays  Only 


\dults 

$12.50 

$10.50 

seniors  age  62  and  over 

9.50 

8  00 

students  with  ID 

9.50 

8.00 

Children  ages  5-18 

9.50 

8.00 

Children  under  5  admitted  free.  No  strollers,  please. 


lash,  MasterCard,  Visa,  and  American  Express  are 
iccepted  for  payment.  No  checks  or  mail  orders  accepted, 
rickets  are  nonrefundable.  No  discounts  are  available. 

3roup  Sales 

special  adult  group  packages  for  15  to  100  persons  may  be 
arranged  through  the  Group  Sales  Office  at  (215)  684- 
7863.  Evening  events  are  available  to  Corporate  Partners 
ind  nonprofit  groups  through  the  Special  Events  Office  at 
[215)  684-7713. 

For  Philadelphia  visitor  information,  call  (800)  752-8206. 

Reaching  Philadelphia 
Amtrak  Discount 

Regular  Amtrak  service  to  30th  Street  Station,  Philadel- 
phia, is  available  from  New  York,  Wilmington,  Baltimore, 
Washington,  D.C.,  and  other  major  cities.  Amtrak  offers  a 
10  percent  discount  on  round-trip  regular  or  excursion 
fares  for  travel  to  Philadelphia  during  the  Cezanne 
exhibition.  Call  1-800-USA-RAIL  and  ask  for  fare  order 
X-652,  or  call  your  travel  agent. 


USAir  Discount 

USAir  is  offering  special  fares  on  tickets  to  Philadelphia 
for  all  domestic  flights  as  well  as  international  flights  from 
France,  Canada  and  Germany.  To  book  your  tickets,  call 
your  local  travel  agent  or  USAir  at  1-800-334-8644. 

Hotel  Packages 

Hotel  packages  available  May  29-September  1,  1996,  will 
include: 

•  One  night/two  days  accommodations  for  two 

•  Complimentary  breakfast  for  two 

•  Complimentary  parking 

•  Two  VIP  tickets  to  the  Cezanne  exhibition 

•  Two  tickets  to  the  Museum  of  American  Art  of  the 
Pennsylvania  Academy  of  the  Fine  Arts 

•  Two  Phlash  city  transit  passes 

•  25  percent  off  same-day  tickets  to  Mann  Music  Center's 
PNC  Bank  Summer  Series  with  the  Philadelphia 
Orchestra. 

Use  your  Advanta  Visa  or  MasterCard  and  receive  20  per- 
cent off  your  second  night.  This  offer  is  also  available  to 
Colonial  National  Bank  Visa  and  MasterCard  cardmem- 
bers.  To  apply  for  the  Advanta  Card,  call  1-800-400-9766. 

Participating  Hotels  Rate  Phone 

Adam's  Mark  Hotel  $180  215-581-5000 

The  Bellevue  Hotel  $229  215-893-1776 

Doubletree  Hotel  $185  215-893-1600 

Embassy  Suites  $169  2,15-561-1776 

Four  Seasons  Hotel  $235  215-963-1500 

Holiday  Inn  Select  $149  215-561-7500 

The  Latham  Hotel  $169  215-563-7474 

Omni  Hotel  $209  215-925-0000 

I '.i-tni  rower  Hotel  S15S  -i^-V^-K^ 

Philadelphia  Marriott  $190  215-625-2900 

Rittenhouse  Hotel  $220  215-546-9000 

The  Ritz  Carlton  215-563-1600 

(Fri-Sun)  $245 

(Mon-Thurs)  $275 

Sheraton  Society  Hill  $:94  215-238-6002 

The  Warwick  Hotel  $175  215-735-6000 

Wyndham  Franklin  Plaza     $198  215-448-2000 

Philadelphia  Museum  of  Art 

Benjamin  Franklin  Parkway  at  26th  Street 
P.O.  Box  7646,  Philadelphia,  PA  19101-7646 
(215)  684-7500  (recorded  Museum  information) 
(215)  763-8100  (other  inquiries) 
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Corporate 
Partnership 
An  Alliance  for  Art 


A    s  a  Corporate  Partner 
/  \  or  a  member  of  the 
J.    JLMuseum  Business 
Alliance,  you  can  join  over  160 
successful  businesses  who 
have  already  discovered  the 
rewards  of  teaming  up  with 
one  of  the  world's  great  art 
museums.  From  entertaining 
clients  and  colleagues  in  spec- 
tacular surroundings  to  enjoy- 
ing the  promotional  opportu- 
nities that  come  with 
sponsorship  of  a  special  exhi- 
bition, corporate  involvement 
with  the  Museum  makes  good 
business  sense. 

Depending  on  the  level 
and  type  of  gift,  corporations 
are  eligible  for  the  following 
benefits: 

•  Corporate  recognition  on  a 
plaque  in  the  Museum's 
entrance  foyer,  as  well  as  in 
the  Annual  Report  and  Corpo- 
rate Programs  brochure. 

•  Listing  in  an  annual  full- 
page  advertisement  in  a 
high-circulation  news  publi- 
cation. This  year's  ad  will  be 
placed  in  the  Wall  Street  lour- 
nal,  the  New  York  Times,  the 
Philadelphia  Inquirer,  and 
Business  Week. 

•  Executive  privileges  and 
networking  opportunities 
that  include  complimentary 
memberships  and  invitations 
to  private,  evening  CEO 
events  and  special  exhibition 
previews. 

•  Special  travel/hospitality 
benefits  for  New  York  Corpo- 
rate Partners. 

•  The  exclusive  opportunity 
to  entertain  clients  at  the 
Museum  during  evening 
hours  for  cocktail  parties, 
dinners,  and  receptions  —  a 
particularly  special  benefit  in 
the  context  of  the  Cezanne 
exhibition. 

•  Employee  benefits  includ- 
ing a  "Member  for  the  Day" 
event  at  which  employees 
receive  free  or  discounted 
admission  and  discounts 

in  the  Museum  Shop  and 
Vuseum  Cafe. 

For  more  information  on 
the  Museum's  corporate 
programs,  please  call 
(215)  681,-7755. 


A  Conversation  with  Dennis  Altei 


Dennis  Alter,  Chairman  of  Advanta,  a  leading  con- 
sumer financial  services  company,  and  the  major  sponsor 
for  the  Cezanne  exhibition  in  Philadelphia,  has  been  an 
avid  supporter  of  the  arts  for  many  years.  We  talked 
with  him  about  art,  corporate  sponsorship,  and  Cezanne. 


As  a  businessman,  do  you  see  it  as  a  corpo- 
rate responsibility  to  contribute  to  the  arts 
in  your  community? 

I  have  been  fortunate  to  have  a  business  enter- 
prise in  Advanta  that  has  been  very  successful  for 
the  last  decade.  I  think  it  would  be  improper  for  us 
not  to  share  our  good  fortune  by  giving  some- 
thing back  to  the  community.  Many  employees  at 
all  levels  of  our  company  are  involved  with  non- 
profit organizations  in  the  communities  where 
we  operate.  They  volunteer  their  time,  participate 
in  fund-raising  efforts,  and  generally  pitch  in 
wherever  they're  needed.  As  for  supporting  the  arts, 
it's  not  only  about  putting  a  painting  on  a  wall.  It's 
the  entire  notion  that  we're  part  of  a  community 
and  that  we  can  help  to  make  it  a  better  place. 

What  was  it  about  the  Cezanne  exhibition  in 
particular  that  made  you  want  to  sponsor  it? 

In  a  corporate  sense,  it  allows  us  to  showcase 
our  diversity.  We're  not  merely  a  credit-card  com- 
pany. We  match  people  with  a  range  of  credit  prod- 
ucts, and  we're  beginning  to  use  those  matching 
competencies  for  non-credit  services  as  well.  From 
.1  business  perspective,  also,  the  exhibition  is  a  greal 
opportunity  to  strengthen  our  relationships  with 
current  and  potential  customers  and  shareholders 
while  helping  to  support  the  Museum. 

On  another  level  is  the  fact  that  Cezanne  was 
quite  unusual  in  that,  having  been  spurned  by  the 
big  boys  in  the  Salon,  he  decided  to  retreat  to  an  out- 
of-the-way  place  to  pursue  his  work.  Eventually. 
Paris  came  to  him.  Cezanne  went  his  own  way.  He 
broke  with  tradition  and  tremendously  influenced 
many  artists.  With  a  bit  of  hyperbole,  I  liken  his  life 
to  some  of  the  things  Advanta  has  done.  We're  in 
an  industry  that's  seen  as  being  very  traditional,  yet 
our  iconoclastic  approach  has  produced  results 
that  are  surpassed  by  only  a  few  companies. 

Tell  me  about  Advanta's  current  expansion. 

This  past  fall,  we  started  issuing  the  first  price- 
competitive  credit  cards  in  the  U.K.  and  we're  build- 
ing an  intemationial  group  to  look  at  a  number  of 
other  countries.  Our  CEO,  Pete  Hart,  the  former 
CEO  of  MasterCard  International,  has  tremendous 


knowledge  of  key  international  markets.  We're 
doing  very  well  domestically.  We  now  have  more 
six  million  customers  and  have  continued  to  su 
record  earnings  over  a  seven-year  period. 

What  are  your  earliest  memories  of  the 
Philadelphia  Museum  of  Art? 

I  remember  piling  into  a  yellow  bus  with 
Klein's  fifth-grade  class  for  a  field  trip  to  the  M 
um.  My  earliest  memory  was  seeing  the  £ 
Prometheus  Bound  by  Rubens  and  being  c 
pletely  mesmerized. 

Do  you  surround  yourself  with  art  in  youi 
office? 

Yes.  In  fact,  in  my  office  I  have  a  T-shirt  displ 
that  was  painted  by  my  daughters  when  they  wen 
and  seven,  as  well  as  a  Rothko  and  a  Diebenkc 

How  did  you  become  involved  with  the 
Museum  as  a  Trustee  and  member  of  the 
20th-century  Art  Committee? 

I've  been  a  Trustee  for  a  couple  of  years, 
prior  to  that,  I  was  a  very  interested  outsider,  s 
quent  visitor,  and  a  supporter.  It  happened  thrc 
my  friendship  with  [Museum  Director]  A 
d'Harnoncourt  and  [Senior  Curator  of  Euroj 
Painting  and  co-curator  of  the  Cezanne  exhibr 
Joe  Rishel.  They  both  combine  vast  knowle 
incredible  enthusiasm,  and  great  persuasive  si 

What  kind  of  impact  will  this  exhibition  h 
on  Philadelphia? 

From  an  economic  development  standpt 
it's  expected  to  bring  more  than  $20  million  in 
enue  to  the  city.  But  we're  also  working  to  exl 
the  reach  of  the  exhibition  by  creating  some  1 
traditional  channels  for  access.  For  example,  w 
funding  the  Museum's  development  of  an  < 
cational  Cezanne  CD-Rom  for  children,  un 
writing  a  national  PBS  broadcast  on  Cezan 
works,  and  coordinating  a  contest  for  young  arl 
Bringing  an  exhibition  of  this  magnitude  and 
iber  to  Philadelphia  will  have  a  significant  im 
on  our  region,  and  we're  delighted  to  be  playii 
part  in  making  it  possible. 
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Bringing  Cezanne  To  America. 


Bringing  advantage 
To  your  Life. 

ADVANTA  is  proud  to  be  the  presenting  sponsor  of  Cezanne  in  its 
exclusive  American  presentation  at  the  Philadelphia  Museum  of  Art. 
ADVANTA  is  an  innovative  financial  services  company  with  over  $14  billion  in 
managed  assets,  providing  an  advantage  to  consumers  and  small  businesses 
through  credit  cards,  mortgages,  leases,  insurance  and  deposit  products. 

Cezanne  at  the  Philadelphia  Museum  of  Art 
May  30  -  September  1,  1996 

ADVANTA 

Bringing  Advantage  to  Your  Life 


evelopments  to  Watch 


ED  BY  PETER  COY 


ITSMARTING  A  TUMOR  S  TRICKY  SHIELD 


jECULAR  biologists  in 
ifornia  have  genetically 
Sneered  a  novel  treat- 
nt  for  tumors.  It  works 
removing  the  molecular 
iak"  that  tumor  cells 
ir  to  evade  destruction 
the  immune  system, 
"ertain  tumor  cells  hide 
secreting  a  substance 
ed  transforming  growth 
;or-beta,  or  tgf-b.  It 
ds  with  the  immune  sys- 
l's  T-cells,  making  them 
.vailable  to  attack  the  tu- 
r.  Researchers  at  the 
iversity  of  California  at 


Los  Angeles  and  the  Sidney 
Kimmel  Cancer  Center  in 
La  Jolla,  Calif.,  used  genetic 
engineering  to  make  rats 
produce  a  mirror-image, 
"anti-sense"  version  of  the 
rna  precursor  to  tgf-b.  The 
mirror-image  rna  links  up, 
like  a  zipper,  with  the  rna 
of  the  tumor's  tgf-b.  That 
blocks  production  of  tgf-b, 
and  thus  exposes  the  tumor 
to  attack  by  the  immune 
system's  T-cells. 

Researchers  eliminated 
virulent  brain  tumors  in  11 
rats  using  the  technique. 


The  National  Institutes  of 
Health  has  approved  testing 
on  people  with  brain  can- 
cers, and  Food  &  Drug  Ad- 
ministration approval  is  ex- 
pected soon.  The  team 
hopes  to  begin  the  tests  lat- 
er this  year. 

Cancers  of  the  breast, 
lung,  colon,  and  prostate 
also  secrete  tgf-b  and  may 
respond  to  similar  tech- 
niques, says  Dr.  Robert 
Sobol,  a  researcher  at  Kim- 
mel. Immune  Response 
Corp.  in  Carlsbad,  Calif., 
has  obtained  an  exclusive  li- 
cense to  the  technology. 

David  Graham 


THE  FAULTS  LIE ...  EVERYWHERE   

dlDWEST  ISN'T  AS  SEISMICALLY  STABLE  AS  PEOPLE  MAY 

,  says  University  of  Illinois  geologist  Stephen  Marshak. 
:entral  U.  S.  seems  to  be  covered  with  a  rough  grid  of 
lines,  Marshak  has  found — some  going  northwest  to 
least  and  others  running  southwest-northeast.  Think  of 
,  he  says,  as  1  billion-year-old  stretch  marks  in  the 
's  crust.  Marshak  discovered  the  pattern  by  examining 
ical  records  of  quakes  and  looking  at  core  samples  from 
d  water-well  drilling.  The  chance  of  a  quake  is  greatest 
e  fault  lines  cross,  he  says — such  as  in  the  New  Madrid 
of  southeastern  Missouri. 

irshak  concedes  that  the  Midwest  isn't  nearly  as  quake- 
I  as  Japan  or  California.  But  he  says  it  would  be  wise  to 
ier  quakes  when  devising  building  codes.  When  they  do 
le  Midwest,  quakes  shake  a  wider  area  because  the 
ick  is  more  rigid  and  unified  than  California's.  Quakes  in 
Madrid  in  1811-12,  not  since  equalled,  cracked  chim- 
in Chicago  and  rang  church  bells  in  Boston. 


TINKERED  GENES, 
CLEANER  CLOTHES? 

SINCE  THE  1960S,  DETER- 

gent  manufacturers  have 
used  enzymes  from  soil 
bacteria  to  break  down 
dirt  and  protein-based 
stains.  But  the  enzymes 
don't  function  as  well  in  a 
washing  machine  as  they 
do  in  the  backyard.  Take 
the  enzyme  subtilisin.  Wa- 
ter treated  by  softeners 
pulls  calcium  away  from 
subtilisin,  making  it  un- 
stable and  inactive.  So  de- 
tergent makers  are  forced 
to  add  costly  stabilizers. 

That's  where  the  Uni- 
versity of  Maryland's 
Center  for  Advanced  Re- 
search in  Biotechnology 
comes  in.  With  partial 
funding  from  Procter  & 
Gamble  Co.,  a  team  led 
by  structural  biologist 
Philip  N.  Bryan  focused 
on  calcium.  They  modified 
the  gene  that  codes  for 
subtilisin  so  the  enzyme 
doesn't  need  calcium  to 
remain  stable  and  active. 
Procter  &  Gamble  has  op- 
tions to  use  the  universi- 
ty-patented enzyme. 


ELECTRICAL  CORD 
THAT  KNOWS  WHEN 
TO  SHUT  OFF 

APPLIANCE    CORDS  AND 

extension  cords  account  for 
half  of  all  electrical  fires  in 
the  U.  S.  No  wonder:  A  short 
in  a  120-volt  cord  can  gener- 
ate enough  heat  to  melt  steel. 
Technology  Research  Corp. 
in  Clearwater,  Fla.,  has  in- 
vented an  electrical  cord 
called  Fire  Shield  that  shuts 
off  power  before  shorts  get 
serious  enough  to  trigger 
combustion. 

Like  other  safety  cords. 
Fire  Shield  spots  the  electrical 
leaks  that  cause  shocks.  On 
top  of  that,  Fire  Shield  also 
checks  the  cord's  insulation  to 
guard  against  arcs,  which  are 
most  often  responsible  for 
fires.  Conductive  sheaths 
around  each  wire  in  the  cord 
can  spot  an  arc  from  one  wire 
to  the  other  or  an  are  across  a 
gap  in  a  single  severed  wire. 
A  circuit  inside  the  wall  plug 
detects  faults  when  they  reach 
a  few  milliamps — below  haz- 
ardous levels — and  shuts  off 
power  within  25  thousandths 
of  a  second. 

Underwriters  Laboratories 
Inc.  approved  Fire  Shield  for 
indoor  use  in  March  after 
four  years  of  tests  in  which 
the  cord  was  burned, 
chopped,  and  corroded.  The 
company  plans  to  ship  Fire 
Shield  to  industrial  customers 
in  May  and  to  retailers  later 
this  year. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwapr@busmessweek.com 
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DID  DENTURE  CREAMS 
PUT  USERS  AT  RISK? 

Through  1990,  benzene  was  present  in  some  products 


For  15  years,  Robert  H.  Frey  be- 
gan his  morning  routine  by  stick- 
ing his  dentures  into  place.  Five 
times  during  the  day  he  repeated 
this  process,  using  either  Orafix  Spe- 
cial or  Brace  brand  adhesives.  It  wasn't 
until  1993  that  Frey,  the  retired  head  of 
maintenance  for  an  Ohio  school  district, 
learned  that  this  mundane  ritual  might 
have  been  deadly.  Seriously  ill  with  leu- 
kemia, he  received  a  letter  from  a  Phil- 
adelphia court  notifying  him  that  these 
denture  creams — made  by  SmithKline 
Beecham  PLC — had  once  contained  ben- 
zene, a  proven  carcinogen.  "He  went  in 


the  bathroom  and  threw  up,"  says  Nan- 
cy Frey,  his  wife. 

Frey  died  later  that  year  at  age  71, 
and  now  his  family  is  suing  SmithKline 
for  $30  million.  The  company  maintains 
that  the  levels  of  benzene  present — 
measured  in  pails  per  million — were  far 
too  low  to  do  any  haim  But  some  inde- 
pendent experts  disagree.  So  does  the 
Food  &  Drug  Administration,  which 
forced  a  recall  of  the  products  in  1990. 
SmithKline  is  facing  similar  suits  from  a 
handful  of  other  victims  or  their  survi- 
vors. And  at  least  four  lawsuits  have 
been   filed  against  Schering-Plough 


$30  MILLION  QUEST! 

Nancy  Frey  and  fai 
are  suing  SmitJiKli: 

Corp.,  w'hose  Cus 
Grip  adhesive  also 
tained  benzene. 

How  many  people 
be  affected  by  the 
zene  contamination  i 
yet  clear,  because 
companies  have  foug 
keep  a  tight  lid  on  i 
mation.  But  the  nun 
could  be  significani 
the  more  than  35  m 
denture  wearers  ir 
U.  S.,  some  10  millio: 
estimated  to  be  rej 
users  of  adhesives, 
day's  adhesives  are  e 
free  of  benzene  or 
tain  trace  amounts 
lieved  to  be  harrr 
But  before  the  199i 
call,  Orafix  Special,  E 
and  Cushion  Grip  contained  enough 
zene  that  the  fda  warned  of  a  ' 
risk"  of  disease.  Peter  F.  Infant* 
rector  of  the  Occupational  Safe 
Health  Administration's  Office  of 
Standards  Review,  estimates  thai 
benzene  could  cause  one  extra  ca 
leukemia  in  every  2,000  people  who 
the  creams  regularly  for  five  y 
FRUITLESS.  Despite  public  assure 
that  the  creams  were  safe,  some  e: 
tives  of  adhesive  makers  did  ex] 
concerns  that  the  benzene  in  the  ] 
ucts  could  pose  a  problem,  accordii 
a  business  week  investigation.  Co 
ny  documents  disclosed  in  conne 
with  lawsuits  in  Tampa  and  Washin 
D.  C,  show  that  as  long  ago  as 
scientists  at  Norcliff  Thayer  Inc.  pu 
to  have  the  carcinogen  removed 
the  company's  adhesives.  Norcl 
which  later  became  part  of  Smi 
line — and  its  supplier,  gaf  Corp.,  m 
major  effort  to  find  a  benzene-free 
mulation. 

Unfortunately,  these  efforts  pr 
fruitless  until  the  1990  recall.  Accoi 
to  company  memos  made  public  ii 
lawsuits,  products  containing  ben 
remained  on  store  shelves  because 


U  The  data  shows  that 

intheN/T  [Norcliff  Thayer jn  ^  ^  i6 

order  of  350-600  ppm.  "  -  U0NALD 


The  Paper  Trail 

Memos  pried  loose  by 
plaintiffs  reveal  company 
entists'  concerns 
t  benzene 


„oad  your  originals  once  and  walk  away.  The  new  Mita"  DC-8090  makes  up  to  999  stapled,  punched,  finished 
locument  sets,  all  by  itself.  It's  simply  the  most  capable,  automatic  copier  ever  created.  Call  1  -XOO-ABC-MITA. 


i        Mita Copystar America,  [nc 


The  new  Mita  DC-8090  makes  80  copies  a 

minute,  collects  finished  documents 
d  resets  originals,  all  without  supervision. 
What  are  you  going  to  do? 

Automatic  copying^  7/^1  perfected  it. 
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right  TO  KNOW:  Ondrejack,  whose  father  died  from  T-cell  lymphoma,  says  the 
adhesives  were  dangerous  and  Schering-Plough  should  alert  the  public 


of  such  factors  as  lack  of  a  palatable 
replacement  in  a  competitive  market, 
strains  between  a  supplier  and  a  cus- 
tomer, and  corporate  upheaval.  Only 
when  New  York  State  authorities  were 
contacted  by  an  anonymous  tipster  were 
the  products  withdrawn  and  substitutes 
quickly  marketed. 

The  benzene  saga  was  pried  loose  by 
several  plaintiffs'  attorneys  despite  years 
of  resistance  and  a  reliance  on  secrecy 
orders  by  corporate  defense  lawyers. 
The  story  began  around  1970,  when 
.McKesson  Corp.,  through  its  Norcliff 
arm,  began  marketing  the  denture  adhe- 
sive Brace.  The  product  used  a  resin 
called  Gantrez  S-97,  a  fast-sticking  poly- 
mer made  by  chemical  maker  i;af.  Ben- 
zene was  a  key  ingredient  in  the  resin's 
manufacture.  At  the  time,  benzene — a 
solvent — was  used  in  hair  sprays  and 
'Iry-cleaning  solutions.  "People  routinely 


used  benzene  in  the  lab  to  wash  their 
hands,"  says  Daniel  Mufson,  a  PhD 
chemist  and  onetime  head  of  product 
development  for  Norcliff. 

Indeed,  in  1975,  when  Norcliff  was 
sold  to  Revlon  Inc.,  the  company  even 
introduced  another  denture  adhesive, 
Orafix  Special,  made  with  the  same  res- 
in. But  signs  of  trouble  began  to  ap- 
pear that  year:  The  National  Institute 
for  Occupational  Safety  &  Health  classi- 
fied benzene  as  a  suspected  carcinogen. 
The  chief  worry  among  regulators  was 
that  workers  inhaling  benzene  fumes 
could  develop  leukemia,  a  link  suggested 
by  doctors  in  1928  and  strengthened  by 
research  published  in  later  years. 

As  Norcliff  products  grew  in  popularity, 
more  damning  data  began  to  emerge 
about  benzene.  In  1977,  Infante  published 
a  seminal  study  on  leukemia  in  benzene 
workers,  and  the  Environmental  Protec- 
tion Agency  added  benzene  to  its  list  of 


^  prevent  it?  7JL  AUGI  „  1     ?ene  even  l{™  regulation 


GBUENEBERG,  Nor 


cliff  Th 


hazardous  pollutants  regulated  ur 
the  Clean  Air  Act.  Now,  there  is  1 
doubt  about  the  danger.  "We  know 
certain  that  benzene  causes  mult 
forms  of  leukemia,"  says  Infante. 

At  the  time  the  epa  acted,  the 
cerns  surrounded  the  inhalation  of 
borne  benzene — not  the  ingestion 
form  encased  in  a  solid  denture  ere 
But  the  mounting  bad  news  troul 
some  scientists  and  staffers  at  Nor 
and  gaf.  Norcliff  memos  made  pi 
in  the  lawsuits  show  that  the  comp 
commissioned  tests  in  1978  that  fo 
350  to  600  parts  per  million  of  bens 
in  both  Orafix  Special  and  Brace. 

Several  Norcliff  executives,  determ 
to  seek  a  benzene-free  substitute,  m( 
mid-1978  with  gaf's  product  managei 
Gantrez.  In  a  memo,  Augi  V.  Gruenet 
a  Norcliff  lab  supervisor,  asked  wheth 
was  prudent  to  market  the  benzene- 
taining  adhesives  "even  if  no  regula 
exists  to  prevent  it."  Gruenet 
warned  that  regulators  could  ban 
ingestion  of  the  chemical,  a  move  j 
"would  result  in  either  removal  of 
current  product  from  the  market,  or 
tabling  benzene-free  Gantrez." 

Grueneberg  noted  that  benzene- 
Gantrez  was  under  development  at 
but  said  that  in  the  absence  of  an 
plicit  ban,  it  was  a  "low-priority" 
ject.  It  would  rise  in  priority,  he  wr 
only  if  Norcliff  pressed  for  a  chai 
He  added  that  Richardson-Vicks  1 
the  maker  of  a  rival  product,  Fixod 
was  working  With  gaf  on  a  benz( 
free  substitute. 

strong  DOUBTS.  Norcliff  executives 
appear  to  heed  Graeneberg's  memo 
press  for  the  substitute.  In  a  hand-M 
ten  memo  dated  June,  1978,  a  Nor 
executive  said  he  was  interested  in  | 
ting  benzene  out — not  lowering  it." 
emphasized  his  feelings  by  underlir 
the  word  "out"  three  times.  Official 
Norcliff  and  a  related  Revlon  subsidi 
USV,  wrote  gaf  to  relay  the  concerr 
gaf  seemed  eager  to  help — and  k 
customers  satisfied.  "If  the  custoi 
said  'Get  the  goddamn  stuff  out  or  v 
quit  buying  it,'  that  was  an  order," 
calls  Louis  Blecher,  former  head  of  pi 
uct  regulatory  compliance  for  gaf  i 
recent  interview.  Hewing  to  the  lette 
the  law — even  if  not  going  beyond  i 
was  also  paramount,  says  Blecher.  | 
tended  to  respond  to  regulations,  fed 
am  1  state,  and . . .  tl 
in  terms  of  mors 
and  ediics  after  th; 

Strong  as  the 
mands  within 
companies  w( 
however,  no  reco 


exists 

ave'',  June  9,1978 
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have  emerged  to  show  that  company 
executive?  alerted  consumers  or  regula- 
tor to  the  problem.  Mufson  recalls  that 
the  idea  of  pulling  the  products  off  the 
shelves  did  come  up  at  Norcliff  but  was 
never  acted  on.  He  suggests  that  the 
strong  push  by  him  and  by  other  re- 
search and  development  executives  fell 
by  the  wayside  when  an  adequate  sub- 
stitute couldn't  be  found.  A  decision  was 
made  to  continue  marketing  the  cur- 
rent adhesives.  "It  wasn't  known  how 
strong  a  hazard  it  was,"  but,  he  says,  "I 
remember  being  proactive  about  this." 

Developing  a  substitute  that  worked 
as  well  as  the  benzene-containing  va- 
riety seemed  constantly  just  out  of 
reach.  One  substitute  mentioned  in  a 
1979  memo  was  prone  to  hardening  dur- 
ing manufacture.  A  year  later,  problems 
with  viscosity  hobbled  another  poten- 
tial replacement.  Reports  of  odor,  color, 
and  oil-separation  problems  had  Nor- 
cliff officials  worried  that  consumers 
simply  wouldn't  accept  the  substitutes,  a 
risky  problem  when  Orafix  Special  and 
Brace  were  battling  mightily  in  the  mar- 
ketplace with  the  likes  of  Fixodent. 
AMNESIA.  Staff  moves  and  changes  in 
corporate  ownership  also  seem  to  have 
interfered  with  efforts  to  find  a  substi- 
tute. In  the  late  1970s,  Norcliffs  adhe- 
sives research  effort  began  shifting  from 
Tuckahoe,  N.Y.,  to  St.  Louis.  In  1985, 
Revlon,  Norcliffs  parent,  surrendered 
to  a  hostile  takeover  by  Ronald  0.  Per- 
elman.  Later  the  same  year,  Perelman 
sold  Norcliff  to  Beecham  plc  The 
changes  seemed  to  produce  some  corpo- 
rate amnesia.  Keith  Lienhop.  a  scien- 
tist who  worked  for  Norcliff  in  St.  Louis 
from  1984  to  1989.  recalls  getting  scant 
information  about  prior  research  efforts 


'We  know  for  certain 

that  benzene 
causes  multiple  forms 
of  leukemia' 

OSHA'S  PETER  INFANTE 

In  1987.  osha  tightened  the  work- 
place standard  for  average  airborne  ben- 
zene exposure  from  10  parts  per  million 
to  1.  But  again,  there  was  no  standard 
for  solid  products,  such  as  denture 
cream.  Meanwhile,  the  market  for  Gan- 
trez  resin  was  expanding.  Shortages  de- 
veloped later  in  the  1980s  as  Gantrez 
made  its  way  into  at  least  one  brand  of 
toothpaste.  The  resulting  benzene  level 
in  the  toothpaste  was  far  lower  than 
levels  found  in  the  denture  adhesives. 


„  Eitrier  GAP  refuses  to  V^^^Sn 
"ich  is  absolutely  necessary  tousrtwea 
Tnlmer  of  theirs  or  their  oper  atioius o  me 

that  they  honestly  don  t  Know. 


KEITH  S. 


mtly  run 

LIENHOP,  Norcliff  Thayer 


July  16,  1987 


to  reformulate  or  re- 
place the  Gantrez  resin.  Lienhop  headed 
an  effort' to  improve  the  denture  adhe- 
sive.- and.  later,  to  find  a  replacement 
for  Gantrez.  But  he  says  he  didn't  know 
about  the  benzene  problem  until  about 
1987.  "The  people  in  my  lab  were  una- 
ware of  the  stuff  being  in  there,"  says 
Lienhop,  angry  now  about  being  kept  in 
the  dark  about  a  potential  health  hazard. 


The  tight  supply  of 
Gantrez  spawned  tension  between  Nor- 
cliff and  oaf.  Norcliff  tried  to  find  out 
how  Gantrez  differed  from  experimental 
benzene-free  alternatives,  but  GAF 
wouldn't  say,  according  to  a  1987  memo 
from  Lienhop  to  a  superior.  Lienhop 
contended  that  GAF  officials  "have  been 
deliberately  unrouperative  . . .  even  con- 
tradicting themselves  on  occasion."  A 
gaf  spokesman  says  now  that  the  com- 


pany "worked  closely  in  the  dev( 
ment  of  these  products"  with  custoi 
and  "promptly  provided  them  wit 
relevant  information  at  our  dispoSS 
Again,  though,  benzene  seeme 
lose  priority  in  a  corporate  shuffk 
1989,  SmithKline  and  Beecham  me: 
and  the  reformulation  efforts  were  s 
ed  from  St.  Louis  to  Parsippany, 
Beecham  even  retired  the  Norcliff  n 
SmithKline  Beecham  continued  to  : 
ket  the  denture  adhesives. 
WHISTLE-BLOWER.  It  wasn't  until 
1990  that  the  issue  surfaced  again- 
time  with  far  greater  ramifications 
anonymous  whistle-blower  sent 
alarming  note  to  regulators  at  the 
York  State  Consumer  Protection  B< 
Residual  benzene  turned  up  in  a  s 
of  denture  adhesives  that  the  writ* 
the  unsigned  letter  claimed  to  b< 
volved  in.  "Our  study  was  abruptly 
celed  and  we  w*ere  ordered  to  des 
all  records,"  the  writer  said.  "I  an 
pealing  to  your  good  offices  to  helj 
these  highly  toxic  adhesives  off 
shelves.  I  cannot  go  public  for  fes 
losing  my  job." 

New  York  State  regulators  and 
fda  tested  the  denture  creams.  Fh 
the  10  brands  on  the  market  tumec 
to  contain  benzene.  Orafix  Special 
Brace  headed  the  list,  with  191  and 
pails  per  million  of  benzene,  respec 
ly.  Schering's  Cushion  Grip  folio1 
with  65  parts  per  million.  Procte 
Gamble's  Fasteeth  and  Fixodent  \ 
far  lower,  with  just  29  and  12  p 
per  billion,  respectively.  During 
mid-1980s,  Procter  &  Gamble,  w 
bought  Richardson- Vicks,  had  add' 
step  diuing  processing  tha 
moved  most  of  the  ben 
from  Gantrez.  "There  was  < 
dence  this  chemical  could 
problem  and  should  be  e 
nated,"  says  retired  Rid 
find         son- Vicks  Executive  A 
President  John  R.  Mark! 

The  fda  quickly  r 
that  no  detectable  am* 
of  benzene  would  be  toll 
ed  in  the  adhesives. 
companies  chose  not 
fight.  Instead,  they  "volunta 
recalled  their  products,  and  they 
insist  that  they  posed  no  risk.  "Wi 
not  believe  there  was  any  health  ha 
associated  with  the  benzene,"  ! 
SmithKline  spokesman  Jeremy  He} 
fold.  He  adds  that  SmithKline  refoi 
lated  the  adhesives  to  steer  clear  of 
ticipated  government  regulations, 
because  the  company  thought  ben; 
presented  any  danger. 

By  April,  1991,  SmithKline  had  b( 


a 
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To  Gain  True  Competitive 
Advantage  From  Your 
Computing  Investment... 


Competitive  advantage  means  making  the  most 
of  your  strategic  business  assets:  people,  data, 
and  computer  hardware.  It  means  eliminating 
the  obstacles  to  enterprise  information  delivery. 
And  it  means  empan  el  ing  everyone  in  your 
organization  with  facts  to  fuel  effective  decisions. 

SAS  Institute's  software  solutions,  backed  by  <>ur 
exclusive  core  technologies,  provide  everything 
you  need  to  achieve  true  competitive  advantage. 

■  Enterprise  Information  Systems  (EIS)... 
for  ensuring  that  key  decision  makers  have  fast, 
user-friendly  access  to  the  most  relevant  and 
up-to-date  business  information 

*  The  SAS  Data  Warehouse. ..  for  managing  and 
organizing  data  from  any  source,  and  then  exploiting 
that  data  using  a  full  range  of  business  intelligence 
and  analytical  tools 

*  The  SAS  MultiVendor  Architecture  ...  for  sharing 
data  and  business  solutions  across  your  entire 
hardware  landscape — desktop  and  beyond 

We  d  like  to  hear  about  your  current  information 
needs.  Well  respond  with  a  software  solution  that  's 
customized  for  the  way  you  do  business. 


We're  SAS  Institute, 
and  we'll  help  you 
leverage  technology 
to  meet  your 
business  goals. 


SAS  i-  a  registered  trademark  <>l  S  VS  Insti  •  In. 

Copyright  ©  l'»'n>  bj  S  \s  Institute  Inc. 


Plant  Trees 


Trees  provide  food,  shelter,  and 
nesting  sites  lor  songbirds 
Trees  increase  property  values, 
and  make  our  homes  and  neighbor- 
hoods more  livable. 

Trees  help  conserve  energy.  The}' 
cool  our  homes  and  entire  cities  in 
the  summer,  and  slow  cold  winter 
w  inds  Shade  trees  and  windbreaks 
can  cut  home  utility  bills  15-35%. 

Trees  clear  the  air  we  breathe. 
The)  provide  life-giving  oxygen 
while  they  remove  particulates  from 
the  air  and  reduce  atmospheric  car- 
bon dioxide. 

America  needs  more  trees 

The  United  States  has  lost  a  third 
of  its  forest  cover  in  the  last  200 
\  ears. 

Our  towns  should  have  twice  as 
many  street  trees  as  they  have  today. 

We  need  more  trees  around  out 
homes  and  throughout  our  commu- 
nities. We  need  more  trees  to  pro- 
tect our  farm  fields  and  our  rivers 
and  streams  To  provide  wood  for 
our  homes  and  a  thousand  products 
we  use  every  day. 

10  Free  Trees 

The  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion  is  sponsoring  its  Trees  for 


America  campaign  to  plant  millions 
of  trees. 

Here's  how  you  can  participate. 
When  you  join  the  Arbor  Day 
Foundation  you  will  receive  ten  free 
Colorado  blue  spruces,  or  other 
conifers  selected  -^^i^S^F' 
to  grow  in  \our  i  m 

Vtur  trees  will  4r^-'l^k.^ 
be  shipped  ~-'*&f?%\ 
postpaid  at  the  right     '^rK.\r^?f  > 
time  for  planting  in 
your  area.  February  through  May  in 
the  spring  or  October  through  mid 
December  in  the  fall   The  six  to 
twelve  inch  trees  are  guaranteed  to 
grow,  or  they  w  ill  be  replaced  free. 

You  will  also  receive  The  Tree 
Book  with  information  about  tree 
planting  and  care. 

To  become  a  member  of  the 
Foundation  and  receive  your 
free  trees,  send  a  $10  contribu- 
tion to  Ten  Blue  Spruces, 
National  Arbor  Day  Foundation, 
100  Arbor  Avenue,  Nebraska 
City,  NE  68410. 

Join  today,  and  plant  your 
Trees  for  America! 


The  National 

Arbor  Pay  Foundation 


using  an  alternative  formulation  ol 
trez  that  reduced  the  amount  of  be 
in  Orafix  Special  to  something 
detectable  levels.  The  product,  ho\ 
has  faded  in  the  marketplace.  £ 
Kline  sold  the  Orafix  brand  last  D 
ber.  The  company  faced  a  little-n 
class  action,  which  it  settled  wi 
any  admission  of  wrongdoing  in 
The  company  paid  $11  million  ir 
refunds,  coupons,  and  lawyers'  fei 
"INJUSTICE."  For  its  part,  Schi 
Plough  says  that  until  it  was  alert 
the  fda  in  1990,  it  wasn't  aware 
benzene  in  its  Cushion  Grip  (which 
n't  contain  Gantrez).  Schering  pro 
switched  suppliers  of  an  ingredien 
was  the  source  of  benzene  and  p 
products  back  on  the  market.  Scl 
has  since  settled  two  of  the  foui 
suits  brought  against  it,  agreeing  i 
case  to  pay  just  $1,000.  But  a  Nev 
sey  case,  on  behalf  of  a  70-year-ok 
teret  man  who  died  of  T-cell  lymj 
in  1991,  could  be  far  more  trouble 
The  victim's  son,  Richard  Ondrejacl" 
the  company  is  "doing  a  tremendo 
justice"  by  not  alerting  the  public 
adhesives'  dangers.  Schering,  ho\ 
insists  that  there  was  too  little  be 
to  cause  problems. 

The  dispute  will  be  tough  to  re 
because  no  one  can  be  sure  how 
risk  the  benzene  posed.  Some  i 
like  Frey,  applied  the  adhesives  h 
and  regularly.  Others  used  less.  In 
cases,  exposure  might  have  exe 
what  is  now  allowed  by  workpla 
standards.  For  light  users,  expc 
were  presumably  lower.  Another 
is  that  the  effects  of  benzene  exp 
vary  in  different  individuals. 

Plaintiffs'  experts  blame  everj 
from  severe  anemia  to  leukemia  c 
benzene.  But  the  picture  is  often  a 
cated.  Frey,  for  one,  smoked,  drar 
cessively,  and  in  his  work  as  a  j; 
was  around  a  lot  of  other  poter 
toxic  chemicals.  Company-paid  e> 
also  insist  that  too  little  of  the 
would  have  been  absorbed  by  us< 
cause  any  problems. 

As  tough  as  it  is  to  prove  a  li 
each  case,  many  scientists  now  c 
with  the  worries  some  Norcliff  res< 
ers  raised  18  years  ago.  Says  0SR7 
fante:  "I  find  it  rather  shocking 
they  could  allow  such  a  high  conc< 
tion  in  their  products  up  until  199C 
benzene  should  have  been  remov 
the  1970s."  Questions  about  the 
gers  and  about  who  is  accountabl 
plague  the  manufacturers  and  u 
numbers  of  victims  for  year.-  to  ci 

By  Jo.sc/jIi  Weber  in  Philadel 
with  John  Carey  in  Washington 


Our  position  on  underage  smoking 
isn't  hard  to  understand. 

At  Philip  Morris  USA,  we  don't  want  minors  to  have  access  to  cigarettes. 
Minors  shouldn't  smoke.  Period. 

The  question  is,  what  are  we  doing  about  it? 

We're  fully  committed  and  working  hard  to  prevent  minors  from  having 
access  to  cigarettes.  That's  the  goal  of  our  Action  Against  Access  program. 

For  instance,  we  don't  distribute  free  sample  cigarettes — or  send  cigarettes 
to  consumers  by  mail.  And  we're  proposing  that  access  to  cigarette  vending 
machines  be  restricted  to  adults. 

We've  joined  with  retailers,  wholesalers,  and  other  major  cigarette 
manufacturers  to  support  an  ambitious  new  program  which  will  provide 
stores  across  the  country  with  signs  and  educational  materials  to  promote 
awareness  of  minimum-age  laws  and  the  importance  of  checking  ID. 

We're  also  supporting  the  passage  of  state  legislation  to  more 
effectively  enforce  minimum-age  laws. 

These  are  just  some  of  the  things  we're  doing  to  help  prevent  underage 
smoking.  We  don't  claim  that  any  one  of  them  is  an  answer  by  itself. 

But  they  all  help  keep  cigarettes  away  from  kids. 

And  that's  the  best  way  to  keep  kids  away  from  cigarettes. 


PHILIP  MORRIS  USA 

Action  Against  Access. 


Special  Report 


HOW  HIGH 
CAN  CEO 
PAY  GO? 

In  a  year  of  downsizing  and 
layoffs,  compensation  rose 
by  30%,  on  average 


hen  United  Technologies  Chairman  Robert  F. 
Daniell  strolls  into  the  Carlton  Hotel  in  Wash- 
ington on  Apr.  23  for  his  company's  annual  meet- 
ing, he  should  expect  to  see  nothing  but  a  sea  of 
happy  faces. 


After  all,  the  company's  stock  outpaced  the  market  last 
year,  throwing  off  a  return  of  55%  for  shareholders  in  1995 
alone.  Net  income  rose  28%,  to  a  near-record  $750  million  on 
$22.8  billion  in  sales.  So  no  one  is  likely  to  grouse  about  the 
$11.2  million  in  pay  Daniell  got  last  year.  Nor  is  anyone  like- 
ly to  complain  about  the  huge  pile  of  options — valued  at  $6.7 
million — handed  over  to  ceo  George  A.  David. 
ANGRY  VOICES.  Yet  back  in  the  factories  and  offices  of  the  far- 
flung  conglomerate,  some  employees  are  stirring — as  they 
are  at  companies  large  and  small  across  the  countiy.  In  an  era 
of  massive  downsizings,  stagnant  wages,  and  ever  more  bur- 
densome workloads  for  layoff  survivors,  employees  are  feeling 
disenfranchised,  discouraged,  and  angry. 

Listen  to  a  United  Technologies  Corp.  manager  in  the 
trenches  who  has  seen  his  company  downsize  by  some  30,000 
employees  in  the  past  six  years:  "I  used  to  go  to  work  en- 
thusiastically," he  complains.  "Now,  I  just  go  in  to  do  what  I 
have  to  do.  I  feel  overloaded  to  the  point  of  burnout.  Most  of 
my  colleagues  are  actively  looking  for  other  jobs  or  are  just 
resigned- to  do  the  minimum." 

Despite  consistently  good  performance  reviews,  this 
$64,000-a-year  manager  with  nearly  two  decades  of  service  to 

e  company  has  averaged  a  mere  4%  pay  raise  in  each  of  the 
a:  *  three  years.  "At  the  same  time,  the  CEO  is  paid  millions, 
md  his  salary  is  going  up  much  higher  than  anyone  else's,"  he 

Ids.  "It  makes  me  angry  and  resentful." 
ook  out.  The  latest  ceo  pay  numbers  are  likely  to  add 

i  to  the  fire.  In  this  election  year,  Presidential  candidate 


CEO 


Pat  Buchanan  has  already  helped  to  fan  an  antibusii 
backlash.  "The  tinder  for  mass  resentment  of  business  el 
is  piling  up,"  warns  Labor  Secretary  Robert  B.  Reich, 
only  awaits  a  new  demagogue  to  come  along  and  drop 
match.  Buchanan  may  be  fading,  but  not  the  anger  that  fu 
his  candidacy." 

The  average  salary  and  bonus  for  a  chief  executive  rose 
18%  last  year,  to  $1,653,670— slightly  above  the  15%  gai: 
corporate  profits.  But  throw  in  gains  from  long-term  c 
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CORPORATE 
PROFITS 


WORKER 
PAY 


+75%  +16° 


1990 
$176  billion 

1995 
$308  billion 


1990 
$22,976 

1995 
$26,652 


WORKER 
LAYOFFS 

+39% 

1990 
316,047 

1995 
439,882 
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ition  such  as  stock  options,  and  the  ceo's  average  total 
:limbed  30%,  to  $3,746,392.  The  boss's  pay  not  only  out- 
ped  last  year's  2.8%  inflation  rate,  but  also  the  pay  of 
white-collar  professionals,  who  averaged  a  4.2%  gain,  and 
:tory  employees,  who  received  a  1%  raise, 
ose  are  the  primary  conclusions  of  business  week's 
annual  Executive  Pay  Scoreboard,  compiled  with  Stan- 
&  Poor's  Compustat  Services,  a  division  of  The  Mc- 
-Hill  Companies.  The  survey  examines  the  compensation 


of  the  two  top-paid  executives  at  362  of  the  largest  companies. 

In  an  analysis  linking  CEOs'  pay  with  performance  over  a 
three-year  period,  business  week  found  that  Berkshire  Hath- 
away Chairman  Warren  E.  Buffett  and  Avon  Products  ceo 
James  E.  Preston  gave  shareholders  the  most  bang  for  the 
buck  (page  105).  Who  delivered  the  least?  Walt  Disney  Chair- 
man Michael  D.  Eisner  and  Stanley  P.  Goldstein,  ceo  of 
Melville  Corp.,  won  this  dubious  distinction. 

Some  maintain  that  the  ever-growing  pay  packages  of  the 


corporate  elite  are  proof  that  the  American  dream  is 
alive  and  well.  "Like  it  or  not,  we  have  a  system  in 
this  country  based  on  stars,"  says  Arnold  S.  Ross,  of 
New  York  pay  consultants  Hirschfeld,  Stern,  Moyer 
&  Ross.  "If  you  produce,  you  get  paid  the  big  bucks. 
Right  now,  the  system  is  working  better  than  any- 
where else  in  the  world.  More  than  ever,  pay  is 
tied  to  performance." 

That  certainly  seems  true.  CEO  pay  is  soaring  at  a 
time  when  U.  S.  companies  have  become  vastly  more 
competitive  and  efficient  in  world  markets.  Re- 
bounding corporate  profits  pushed  stock  prices  to 
new  highs,  enriching  corporate  chieftains  and  in- 
vestors alike.  The  system  has  doled  out  rich  re- 
wards— but  it  can  and  does  impose  hefty  penalties 
on  those  who  don't  perform.  More  than  ever,  the 
boss  is  likely  to  lose  his  job  and  his  perks  when  he 
doesn't  deliver  the  profits  shareholders  expect. 

While  workers  express  anger  over  rising  ceo 
pay,  many  have  benefited  from  the  runup  in  stock 
prices  through  their  own  investments  in  mutual 
funds  and  their  pensions  and  saving  plans  for  re- 
tirement. And  more  companies  are  handing  stock 
options  and  incentive  bonuses  to  workers  further 

down  in  the 
organization. 
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that  pay  for 


LAWRENCE  M.  GOSS 

Green  Tree 
Financial  Corp. 


SflNFORD  I.  WEILL 

Travelers  Group 
Inc. 


JOHN  F.  WELCH  JR. 

General  Electric 
Co. 


of  this  year's  list  of  best-paid  executives.  Next  to 
traditional  big  earners  such  as  Travelers  Group 
Inc.'s  Sanford  I.  Weill,  who  made  $49.8  million  last 
year,  or  General  Electric  Co.'s  John  F.  Welch  Jr., 
who  earned  $22.1  million,  Lawrence  M.  Coss  is  a  vir- 
tual unknown.  Yet  the  chairman  of  St.  Paul-based 
Green  Tree  Financial  Corp.  garnered  $65.6  million 
last  year — a  tidy  sum  for  a  ceo  of  a  consumer-fi- 
nance company  with  net  income  of  only  $254  million. 

But  look  at  Green  Tree's  performance:  Its  market 
value  has  grown  to  $3.6  billion  from  $330  million  in 
the  past  five  years.  Earnings  per  share  have  grown 
at  an  annual  rate  of  44%  since  1990.  Coss's  compen- 
sation, the  company  insists,  is  a  near-peifect  example 
of  how  pay  for  performance  should  work. 
many  shares.  Nearly  five  years  ago,  directors  set 
Coss's  annual  base  salaiy  at  only  $400,000  and  linked 
his  bonus — paid  largely  in  company  stock — directly 
to  the  company's  pretax  earnings.  As  income 
zoomed,  so  did  Coss's  pay.  "The  only  way  Larry 
could  get  substantial  compensation  was  to  deliver 
outstanding  performance,"  says  Robert  S.  Nickoloff, 
chairman  of  Green  Tree's  compensation  committee. 
"He  did,  and  the  performance  he  delivered  went 
up  beyond  anyone's  expectations." 

What  about  the  3,000  employees  who  helped  Coss  squeeze 
out  impressive  profits  on  loans  for  purchases  of  mobile  homes 
and  motorcycles  and  for  home  improvements?  Some  118  execs 
and  managers  divvied  up  a  $7.2  million  bonus  pool  last  year, 
while  about  2,300  other  employees  each  received  an  extra 
month's  pay  that  cost  Green  Tree  an  additional  $3.5  million. 

Those  -bonuses  to  some  2,400  employees  are  puny  next  to 
Coss's  $65.6  millinn,  but  at  least  others  shared  in  some  of  the 
wealth.  "I  suppose  there  is  some  grumbling,  but  if  you  have 
a  workforce  of  3,000  people,  you're  always  going  to  have 
10%  to  20%  who  probably  aren't  real  happy,"  says  Nickoloff. 
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The  Tor 


1995  SALARY 
Akin  Dnunc 
AMU  bUNUS 

THOUSANDS  OF  DOLLARS 

LONG  TERM 
COMPENSATION 

1 

LAWRENCE  COSS 

GREEN  TREE  FINANCIAL 

<£CC  COA 

NONE 

SANFORD  WEILL 

TRAVELERS  GROUP 

o,o07 

it  A  A  OOO 

3 

JOHN  WELCH  JR. 

GENERAL  ELECTRIC 

5,321 

16,741 

4 

GORDON  BINDER 

AMGEN 

1,513 

19,992 

c 
D 

JAMES  DONALD 

DSC  COMMUNICATIONS 

5,595 

13,088 

c 
D 

CASEV  C0WELL 

U.S.  ROBOTICS 

2,799 

15,770 

■7 
/ 

FLOYD  ENGLISH 

ANDREW  CORP. 

1,739 

15,927 

Q 
O 

HOWARD  SOLOMON 

FOREST  LABORATORIES 

611 

16,416 

Q 

STANLEY  GAULT 

GOODYEAR  TIRE  &  RUBB 

er  2,207 

14,343 

iU 

EDWARD  BRENNAN 

SEARS,  ROEBUCK 

3,098 

13,252 

...And  Te 

1995  SALARY 
AND  BONUS 

THOUSANDS  OF  DOLLARS 

LONG-TERM 
COMPENSATION 

1 

john  McCartney 

U.S.  ROBOTICS 

$1,739 

$16,153 

2 

MELBURN  whitmire 

CARDINAL  HEALTH 

617 

14,773 

3 

R.  CLAYTON  McWHORTER          o  i  no 

COLUMBIA/HCA  HEALTHCARE  °)luo 

11,032 

4 

JOSEPH  SCHOR 

FOREST  LABORATORIES 

340 

13,533 

5 

ROGER  ENRICO 

PEPSICO 

340 

13,533 

These  days,  the  boss's  paycheck  is  tracking  more  clo 
with  performance.  In  the  past  five  years,  average  ceo  pay 
gone  up  92%  while  corporate  profits  have  risen  75%.  So 
all  the  hand-wringing  over  rising  executive  pay?  The  re; 
is  simple:  Few  of  these  gains  have  trickled  down  to 
h  mrly  wage  earners,  supervisors,  or  even  the  middle  n 
agers.  Indeed,  a  whole  swath  of  workers  has  been  remc 
fr  m  payrolls  altogether.  Factory  worker  pay  is  up  only 
sin  :e  1990,  while  annual  layoffs  by  large  companies  is 
39%,  with  nearly  440,000  last  year  alone. 

Moreover,  manv  believe  that  the  new  generation  of  1 


"The  tinder  for  mass  resentment  of  business  elites  is  pi 
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&  Co. 


Executives... 


1995  SALARY 
AND  BONUS 

THOUSANDS  Of  DOLLARS 

LONG-TERM 
COMPENSATION 

TOTAL 
PAY 

ARB  PFEIFFER 

PAQ  COMPUTER 

$3,625 

$12,493 

$16,118 

EN  MARK 

5ATE-PALM0LIVE 

1,985 

13,083 

15,068 

AEL  EISNER 

'  DISNEY 

8,775 

5,996 

14,771 

IENCE  ELLISON 

;le 

3,343 

10,800 

14,143 

S  GERSTNER 

4,775 

8,452 

13,227 

RTO  GOIZUETA 

,-COLA 

4,880 

8,029 

12,909 

S  MORGAN 

IED  MATERIALS 

1,688 

10,631 

12,319 

USD  FISHER 

GAN  STANLEY 

4,664 

7,251 

11,915 

ARD  ROSENBERG 

<AMERICA 

4,542 

7,312 

11,854 

IE  CALLOWAY 

>ICO 

3,453 

7,966 

11,419 

;CEOs 

1995  SALARY 
AND  BONUS 

THOUSANDS  OF  DOLLARS 

LONG-TERM 
COMPENSATION 

TOTAL 
PAY 

ERT  GREENHILL 

/ELERS  GROUP 

$12,027 

$  3 

$12,030 

D  POTTRUCK 

WAB 

6,593 

5,402 

11,995 

MAYDAN 

LIED  MATERIALS 

1,166 

10,351 

11,517 

IS  W.  COLEMAN 

KAMERICA 

2,177 

9,042 

11,219 

.0  FRESCO 

ERAL  ELECTRIC 

2,635 

8,517 

11,152 

DATA;  EXECUCOMP  BY  STANDARD  4  POOR'S  COMPUSTAT,  A  DIVISION  Of  THE  McGRAW  HILL  COMPANIES  INC 

cost-cutting  executives  possesses  no  sense  of  shared 
ce — once  thought  to  be  a  sacrosanct  ingredient  of  lead- 
.  Indeed,  the  ceos  of  the  nation's  most  downsized  cor- 
ons  last  year  displayed  a  near  in-your-face  defiance  of 
ition  that  they  should  make  even  the  smallest  symbol- 
ring  to  share  the  pain.  The  ceos  of  the  20  companies 
he  largest  announced  layoffs  last  year  saw  their  salaries 
jnuses  jump  by  25%,  well  above  the  average.  Add  the 
of  new  stock-option  packages  granted  to  these  same 
n  1995,  and  the  increases  are  often  staggering. 
T  Chairman  Robert  E.  Allen,  perhaps  the  most  vilified 


corporate  chieftain  of  the  downsizing  era,  was  the 
only  ceo  of  the  20  who  took  a  cut  in  salary  and 
bonus.  But  he  got  such  a  large  option  grant  that  the 
total  value  of  his  pay  package  jumped  by  143%,  to 
$15.9  million.  "People  are  questioning  where  his 
heart  is,"  says  an  at&t  middle  manager  who  has 
survived  the  latest  40,000-person  downsizing.  "He 
could  have  at  least  made  a  gesture  to  show  he  was 
feeling  the  pinch.  With  this  latest  layoff,  I  see  less  re- 
morse and  compassion  at  the  senior  executive  level." 

The  notion  that  ceos  should  share  the  pain  is  not 
a  popular  one  in  boardrooms,  and  some  worry  that 
the  griping  over  pay  and  layoffs  could  hamstring 
managers.  Warns  Philip  M.  Hawley,  the  director 
who  heads  at&t's  compensation  committee:  "If  we 
move  to  the  point  where  ceos  are  condemned  for 
downsizing  their  workforces,  you  are  going  to  in- 
duce hesitation  and  lethargy  in  moving  to  the  right 
decisions  in  a  business.  That's  not  in  the  interest  of 
the  economy  or  individual  organizations." 
SHORT  SIGHT?  Others  worry  that  the  impressive 
productivity  gains  of  the  past  five  years — largely  the 
result  of  restructuring  and  investments  in  technol- 
ogy— could  evaporate  as  workers  become  less  trust- 
ing of  their  employers  and  less  committed  to  their 
jobs.  "There's  a  lot  of  rage  out  there,"  says  Wairen 
Bennis,  a  University  of  Southern  California  man- 
agement professor.  "Unless  the  private  sector  finds 


of  trust  in  the  workplace,  we'll  continue  to  be  in 
trouble.  Worried  workers  do  not  engage  in  the  kind 
of  creative  problem-solving  that  contemporary 
business  requires." 

Most  ceos  aren't  focusing  on  that  possibility, 
though.  Under  relentless  pressure  from  Wall  Street 
and  shareholders  to  prop  up  the  value  of  their  com- 
panies' stock,  they  continue  to  cut  costs  and  trim 
payrolls.  The  money  they  get  for  the  job  is  partly  a 
function  of  a  market  for  talent  that  richly  rewards 
managers  who  can  deliver  stellar  returns.  It's  no  dif- 
ferent in  the  worlds  of  sports  or  entertainment. 

It's  not  just  the  best  performers  who  are  pulling 
down  top  dollar.  As  companies  began  to  enrich  ex- 
ecutive stars  in  the  1980s,  pay  began  to  rise  for 
nearly  all  ceos,  widening  the  gap  between  them 
and  others.  In  1980,  the  boss's  average  paycheck 
was  a  mere  $624,996 — 42  times  the  pay  of  the  or- 
dinary factory  worker.  By  last  year,  the  multiple 
had  grown  to  141. 

The  inexorable  upward  march  of  executive  pay 
over  the  past  decade  brought  storms  of  complaints 
from  investore,  who  demanded  greater  accountability 
and  returns  for  the  money.  The  clamor  forced  boards 
of  directors  to  forge  better  links  between  executive 
pay  and  corporate  performance,  largely  by  shifting  more  pay  into 
stock  options.  But  it  also  dramatically  altered  how  executives 
viewed  their  own  role  and  that  of  the  public  corporation. 

Historically,  many  ceos  bought  into  the  notion  that  their 
organizations  were  responsible  to  a  group  of  stakeholders,  in- 
cluding employees,  customers,  the  community,  and  share- 
holders. In  the  1990s,  the  balance  has  tilted  radically  in  the  di- 
rection of  the  investor,  outweighing  other  stakeholder 
interests,  particularly  those  of  employees.  "Today,  a  ceo 
would  be  embarrassed  to  admit  that  he  sacrificed  profits  to 
protect  employees  or  a  community,"  says  Peter  D.  Cappelli,  a 


only  awaits  a  new  demagogue  to  . . .  drop  the  match 


Special  Report 


professor  at  the  University  of  Pennsylvania's  Wharton  School. 

The  upshot:  "Directors  are  looking  at  ceo  compensation 
through  the  eyes  of  the  investors,"  says  Peter  Chingos,  a  pay 
consultant  who  heads  up  the  compensation  practice  at  kpmg 
Peat  Mai-wick.  "The  No.  1  performance  measurement  is  share- 
holder wealth  creation." 

Top  executives  have  been  among  the  beneficiaries.  The 
stock  market's  record  gains  in  the  past  year  gave  a  big  boost 
to  ceo  pay,  and  even  greater  increases  are  on  the  horizon 
(table,  page  106).  Disney's  Eisner  is  already  sitting  on  a 
$317.9  million  paper  gain  on  his  stock  options,  while  PepsiCo 
Chairman  Wayne  Calloway  could  cash  in  options  worth  near- 
ly $120  million. 

Meantime,  the  rush  to  deliver  immediate  results  to  share- 
holders has  meant  far 
sharper  cost-cutting 
in  many  organizations, 
with  few  leaders  feel- 
ing any  need  to  sacrifice.  For  decades,  the  military  model  of 
leadership  counseled  executives  to  lead  by  sharing  the  pain 
and  the  glory  of  battle.  General  George  Pattern  rode  in  the 
lead  tank,  not  just  for  the  photo  opportunities  but  because  he 
thought  an  important  part  of  leadership  was  to  be  in  the  field. 

That  leadership  bond  has  clearly  been  broken.  "Some  used 
to  think  that  the  corporation  was  something  of  a  family  and 
the  ceo  is  the  father  at  the  head  of  it,"  argues  pay  critic 
Graef  "Bud"  Crystal.  "If  there  isn't  enough  food  to  go  around, 
the  father  feeds  his  children  first.  He  doesn't  sit  at  a  table 
with  great  haunches  of  beef  and  throw  the  bones  to  the 
kids.  Yet  that's  what  is  happening  at  many  companies  today." 
NO  EXTRA  MILE.  Consider  Frank  A.  Shrontz,  ceo  of  Boeing 
Co.  In  the  same  year  that  Boeing  announced  layoffs  of  25,000, 
Shrontz  pulled  down  a  pay  package  worth  $5.9  million,  73% 
more  than  in  1994.  While  John  R.  Stafford,  chairman  of 
American  Home  Products  Corp.,  netted  $9.7  million  in  total 
pay  with  a  new  option  grant,  a  132%  gain,  4,000  people  were 
laid  off. 

Then,  there's  Wayne  R.  Sanders,  chairman  of  Kimberly- 
Clark  Corp.,  which  announced  that  it  would  shrink  its  work- 
force by  6,000  employees  after  gobbling  up  rival  Scott  Paper 
Co.  Sanders'  salary  and  bonus  alone  climbed  44%  last  year. 


largely  because  of  his  purchase  of  Scott — though  the  coi 
ny's  first  consolidated  earnings  report  showed  inventory  ] 
lems  that  hurt  quarterly  earnings. 

After  leading  Caterpillar  Inc.  to  record  profits  last 
Chairman  Donald  V.  Fites  got  a  75%  raise  in  total  pay,  to 
million.  The  bonus  pool  for  the  company's  hourly,  manager 
and  salaried  employees,  however,  fell  by  25%,  to  $134.7 
lion,  because  the  1995  targets  were  set  at  higher  le 
Caterpillar's  8,700  unionized  employees,  who  had  return* 
work  in  December  after  a  17-month  strike,  didn't  qualif 
payouts.  "It's  pretty  sad  that  the  company  can  tell  i 
can't  afford  an  across-the-board  increase  for  the  workers 
Fites  can  get  a  75%  raise,"  says  Jerome  Brown,  preside 
the  United  Auto  Workers  local  in  Peoria,  where  the  com 
is  headquartered.  "We've  made  this  company  competi 
but  there's  nothing  there  for  the  workers." 

And  it's  not  just  blue-collar  workers  who  are  seetl 
White-collar  professionals  are  getting  fed  up  as  well.  "P< 
are  beginning  to  realize  that  they  are  not  playing  the  s 
game,"  says  Wharton's  Cappelli.  "If  you  are  a  top  executi' 
a  successful  company,  you  are  fixed  for  life.  If  you  a 
plant  manager  and  have  a  banner  year,  you  buy  a  new  c; 
you  are  a  production  supervisor,  maybe  you  go  to  Atl; 
City  for  a  weekend.  Others  just  get  to  hold  on  to  their 
This  is  a  key  reason  for  the  disenfranchisement  of  the  m 
manager." 

The  likely  result,  warn  some,  will  be  a  workforce  th 
unwilling  to  go  the  extra  mile.  "Work  is  done  less  enthu 
tically  today,"  says  Raphael  Schwartz,  40,  a  white-collar 
fessional  in  New  Jersey  who  has  been  downsized  three  t 
in  the  past  10  years.  "Overall,  people  are  less  commi 
They  may  show  outward  enthusiasm,  but  if  a  better  oj. 
tunity  came  along,  they  would  jump  in  an  instant." 

Though  it's  virtually  impossible  to  isolate  the  impai 
high  ceo  pay  on  employee  morale  and  productivity,  som 
searchers  have  discovered  that  pay  inequality  in  organiza 
leads  to  less  cooperative  work  environments,  higher  turn 
and  lower  product  quality.  A  1992  study  of  89  organizai 
that  made  products  ranging  from  kitchen  appliances  to  t 
axles  found  lower  product  quality  in  outfits  with  the  w 
gaps  in  pay.  "These  organizations  weren't  able  to  susts 


Pay  For  Performance: 
Who  Measures  Up... 
And  Who  Doesn't 


To  see  how  pay  matches  up  to  performance,  BUSINESS  WEEK  uses  two  mea- 
surement systems.  One  relates  to  how  good  a  job  the  boss  did  for  shareholders 
The  other  compares  what  the  boss  made  to  how  well  the  company  did. 


EXECUTIVES  WHO  GAVE  SHAREHOLDERS  EXECUTIVES  WHOSE  COMPANIES  DID  THE  BEST 

THE  MOST  FOR  THEIR  PAY...  RELATIVE  TO  THEIR  PAY... 

Total  pay*  Shareholder  Relative  Total  pay*  Avg.  return  Rela 

1993-95  Thousands  of  dollars     return**    index    1993-95  _  Thousands  of_dollars__ _on_equity  in 

1  W AR~REN"BU~FYETT^                       $942      173%     290  VjAMES~PRESfON  Avon  Products"""       ""$2,963  "  130%  I 

2  mTc  H AEL  B I RC K  Teil a bs  ""3~187"  797  281  2"bA"NA"MEAb"fen"n"e"co"  6~484~  21  J 
3 r THOMAS  GOUSANO  Paychex  "               1 £14  ~_ "  222       245  3  a"n"dr"ew"lu"d"w"|CK  ~Bay~Networks ' _       "I ~461     ~~Al  J. 

4  ANDREW  LUDWICK  Bay  Networks  "        ~1L461      228       225    4"t"H0MAS"g^  ~k8A       27  "1 

5  wiujamgatYsm  5  wiYfrep"ctor[gan  LSflo^ 

...AND  THOSE  WHO  GAVE  SHAREHOLDERS  THE  LEAST  ...AND  THOSE  WHOSE  COMPANIES  DID  THE  WORST 

I.MICHAEL .  EISNER  Walt  Disney  228,439   39  _0.6    1  .STANLEY  GOLDSTEIN [Melville  41M____dL_Ji 

?!  SMFORO]  wYlLlTrayejers""  ~yyiC~i§Z~IIl-5   2^S6*!*^JM"Qi^-  li6-2- 11  3 

?  ^  *MI  ?_  P^X^  i  _B  ea  r  St  ear  n  s~~~~~~~~"~!!39      ~!~"44~~~_~3.7    3JAMES  HOUGHTON [Corning  5L970  3  J 

4  REUBEN  MARK _CoJgate-Palmoli_ve  35,264  34  3.8  4 lJMWAS  OTJBRRY  Buryngton  Resqurces  11L080  1  

5_ j-AW^ENCE C0_SS_G ree n  Tree _Fi na nci a]  _ .  1 08L593_  346  4.1    5_ GEJ* ALp  LEyjN  pme  Wa rner  15^538  ^-12  

'Salary,  bonus,  and  long-term  compensation  paid  for  the  entire  three-year  period  **Stock  price  at  the  end  of  1995,  plus  dividends  for  three  years,  divided  by  stock  price  at  the  end  of  I 

DATA:  STANDARD  &  POOR'S  COMPUSTAI,  A  DIVISION  OF  THE  McGRAW-Hlli  COMPANIES  INC. 
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THE  BIG  BANGS-AND  THE  LITTLE  FIZZLES 


lor  the  past  four  years,  Avon 
Products'  Chief  Executive 
James  E.  Preston  hasn't 
eived  a  raise — by  his  own 
uest.  In  1991,  the  board  of  Avon 
ducts  Inc.  froze  his  $610,000-a- 
r  salary  for  five  years  and  cut  his 
us  payouts.  In  return,  Preston 
a  one-time  stock  option  grant  of 
;  50,000  shares. 

'reston,  leading  a  turnaround  at 
debt-saddled  company,  was  aim- 
to  restore  Avon's  credibility  on 
il  Street.  His  bet  has  paid  off, 
dng  Preston  one  of  this  year's 
pay-for-performance  winners.  A 
iness  week  analysis  shows  that 
ston  delivered  the  highest  return 
equity  (roe)  relative  to  his  pay. 
rren  E.  Buffett,  the  folksy  chair- 
1  of  Berkshire  Hathaway  Inc., 
e  shareholder?  the  highest  return 
live  to  his  pay  (table,  page  104). 
1VAL.  Preston  cut  costs  and  debt 
revamped  senior  management, 
abandoned  unprofitable  business- 
introduced  new  products,  and  led 
company  into  new  markets  from 
ia  to  South  Africa.  And  he  ex- 
led  incentive  pay  down  the  ranks 
tveryone  from  senior  managers  to 
"etaries.  "We  all  have  a  vested  in- 
;st  in  ensuring  that  we  meet  our 
jections,"  says  Preston.  Over  the 
t  three  years,  he  has  earned  just 
nillion — while  his  company  today 
sts  an  exceptionally  high  roe  of 
%.  That  figure  is  somewhat  infiat- 


The  Most 


BUFFETT'S  BACK 

For  the  second  year  in  a 
row,  Berkshire's  CEO 
leads  the  pack 


AVON  CALLING 

CEO  Preston  produced  the  best  return 
on  equity  relative  to  his  salary,  and  he 
hasn't  gotten  a  raise  in  four  years 


The 


■bs* 


ed,  because  of  a  small  equity  base 
and  an  aggressive  stock  buyback 
program.  But  there  is  no  gainsaying 
Avon's  revival. 

For  the  second  year  in  a  row,  Buf- 
fett is  the  ceo  who  provided  share- 
holders with  the  best  returns  rela- 
tive to  his  pay.  While  his  $100,000 
annual  salary  is  paltry  by  ceo  stan- 
dards, his  fortune  rises  and  falls  on 
the  performance  of  Berkshire  Hath- 
away stock — he  owns  40.2%  of 
the  company,  a  stake  now  worth 
$16.5  billion.  The  stock  has  risen 

L  e  3,  s  t 

THREE-TIME  LOSER 

Disney's  Eisner  again  gave 
shareholders  the  least  gain  for 
his  pay— $228  million  since  1993 


JUST  A 
FLUKE? 

Melville  is 
now  showing 
a  -42%  return 
on  equity, 
but  CEO 
Goldstein  is 
restructuring 


173%  over  the  past  three  years. 

On  the  other  side  of  the  pay-for- 
performance  ledger,  Walt  Disney  Co.'s 
Michael  D.  Eisner  gave  shareholders 
the  least  return  for  the  $228  million 
he  has  garnered  since  1993.  For  the 
past  three  years,  investors  have  seen 
then1  shares  increase  by  39%.  A  Dis- 
ney spokesman  argues  that  the  value 
of  Eisner's  options — granted  a  decade 
ago  but  mostly  exercised  in  fiscal 
1993 — should  be  compared  with  the 
more  than  1,600%  gain  in  the  value  of 
Disney  stock  since  1984,  when  Eisner 
joined  the  company. 

Stanley  P.  Goldstein,  ceo  of  retail 
conglomerate  Melville  Corp.,  provid- 
ed the  lowest  corporate  performance 
relative  to  his  pay.  To  be  fair,  the 
specialty  retailing  industry  has  not 
done  well  in  recent  years,  and 
Melville  is  no  exception.  To  spruce 
up  performance,  Goldstein  launched  a 
restructuring  last  year  that  will  split 
the  company,  cut  costs,  and  sell  un- 
wanted businesses  by  this  summer. 

During  the  past  three  years,  Gold- 
stein earned  $4.9  million.  A  $937  mil- 
lion write-off — pail  of  the  restruc- 
turing— put  last  year's  roe  at 
negative  42%.  Still,  Goldstein  is 
sharing  some  of  the  pain:  In  1995, 
his  salary  was  frozen,  and  he  didn't 
receive  a  bonus.  For  some  execu- 
tives, such  as  Avon's  Preston,  that 
sort  of  sacrifice  can  eventually  pay 
off — for  both  shareholders  and  ceos. 

By  Lori  Bongiorno  in  New  York, 
with  bureau  reports 


workplace  of  people  with  shared 
goals,"  explains  David  I.  Levine,  co- 
author of  the  study  and  a  professor  at 
the  Haas  School  of  Business  at 
Berkeley. 

A  study  of  pay  inequality  in  acad- 
emia  by  Jeffrey  Pfeffer,  a  Stanford 
University  B-school  professor,  showed 
that  the  greater  the  wage  inequality, 
the  higher  the  turnover  among  facul- 
ty in  a  department.  And  when  wage 
gaps  were  made  public — as  ceo  pay 
is     in     public     corporations — the 


Special  Report 


Fortunes  in  the  Future 

These  chief  executives  still  have  huge  rewards  to  reap  from  stock  optioi 
that  have  yet  to  be  exercised.  The  top  20  treasure  chests: 


EXECUTIVE/ 

COMPANY 


VALUE  UF  NONEXERCISED 
STOCK  OPTIONS* 


EXECUTIVE/ 

COMPANY 


VALUE  OF  NONEXERC 
STOCK  OPTK 


MICHAEL  EISNER 

DISNEY 


<tq i  7  qoa  AAA    STEPHEN  CASE 

'DOl  /  ,?WU,UUU.    AMERICA  ONLINE 


$64,528,3 


'Based  on  stock  price  at  end  of  company's  fiscal  year 


turnover  tended  to  be  even  greater. 

What  can  be  done  to  prevent  the 
pay  gap  from  having  a  corrosive  im- 
pact on  companies?  First,  boards  need 
to  be  more  vigilant  in  challenging  pay 
packages  that  reward  outsize  option 
grants  to  CEOs  for  an  uptick  in  the 
stock  market.  More  companies  should 
follow  the  lead  of  Eastman  Kodak  Co. 
and  others  in  requiring  top  execs  to 
buy  stock  in  their  companies  so  they 
are  in  the  same  boat  as  shareholders. 

NO  RELIEF.  And  CEOs  need  to  be  more  sensitive  to  the  hard- 
ships they  are  imposing.  "A  sacrifice  at  the  top,  such  as  vol- 
untarily reducing  pay,  perquisites,  or  benefits  while  the  com- 
pany is  in  the  midst  of  a  painful  downsizing,  would  go  a 
long  way  toward  healing  the  lift  now  filled  with  mistinst  and 
bitterness,"  believes  Pearl  Meyer,  president  of  New  York- 
based  pay  consultants  Pearl  Meyer  &  Partners  Inc. 

For  the  disillusioned  manager  at  United  Technologies,  no 
relief  is  in  sight.  He  now  works  nearly  50  hours  a  week,  do- 
ing much  of  the  work  previously  done  by  downsized  col- 


RICHARD  SCRUSHY 

l_]  p  At  TH^HI  ITN 
nLnLI  n  ouu  i  n 

136,449,400 

CASEY  COWELL 

61,426,5 

WAYNE  CALLOWAY 

rLro  1  \j\J 

119,358,711 

ECKHARD  PFEIFFER 

rni\yiPAn  rnr\/iPi  itfe? 

58,189,5 

CHARLES  WANG 

pompiitfr  A^^nn atf'n 

LUlvl  r  U  1  Lr\  MO  JUl^lnl  LO 

110,296,129 

DANIEL  TULLY 

IWIFRRII  1    1  YMPW 
Ivl  L  r\  rt  1  LL  LT  INL-n 

57,262,9 

SANFORD  WEILL 

TRAVFI  FRS  fiROI  IP 

i  r\nv  Li_nr\o  ui\UU  r 

89,944,675 

ANTHONY  O'REILLY 

H  1  HFIN7 

56,937,5 

GORDON  BINDER 

AMGEN 

89,096,467 

JOHN  WELCH  JR. 

GENERAL  ELECTRIC 

56,575,0 

ANDREW  GROVE 

INTEL 

86,740,100 

JOHN  REED 

CITICORP 

56,320,6 

LAWRENCE  ELLISON 

ORACLE 

86,176,237 

HOWARD  SOLOMON 

FOREST  LABORATORIES 

48,469,7 

ROBERTO  GOIZUETA 

COCA-COLA 

81,656,250 

CHARLES  McCALL 

HBO  &  CO. 

47,613,5 

edward  Mccracken 

SILICON  GRAPHICS 

68,871,590 

HENRY  DUQUES 

FIRST  DATA 

45,369,8 

DATA  COMPANY  REPI 


leagues.  His  company's  success  may  have  boosted  his  per 
fund,  but  it's  no  guarantor  of  employment.  Yet  without 
measm-es  that  the  marketplace  prodded  Ms  bosses  to  take 
circumstances  might  well  be  dicier.  That's  the  rub:  In 
cent  years,  chief  executives  had  little  choice  but  to  respon 
the  pressure  to  perform.  Today  they  are  enjoying  the  rew 
for  a  job  well  done.  But  the  jury's  still  out  on  what 
long-run  consequences  of  their  actions  will  be  for  Amer 
corporations  and  their  workers. 

By  John  A.  Byrne,  with  bureau  rep 


Compensation  Scoreboard  Glossary 


■  f  the  system  worked  perfectly,  execu- 
I  tive  pay  would  rise  when  the  boss  de- 
I  livered  the  goods  for  shareholders.  And 
it  would  fall  when  corporate  performance 
declined.  But  it  doesn't  always  happen 
that  way. 

In  this  Scoreboard,  business  week, 
along  with  Standard  &  Poor's  Compustat, 
attempts  to  measure  how  closely  pay 
matches  performance.  The  study  uses 
two  approaches:  It  compares  an  execu- 
tive's total  compensation  with  the  compa- 


ny's total  return  to  shareholders  in  stock 
appreciation  and  dividends  over  three 
years.  A  second  comparison  measures 
pay  against  corporate  profitability  for  the 
same  period.  Three  years  of  data  are  ex- 
amined to  minimize  the  impact  of  single- 
year  windfalls. 

The  Scoreboard  companies  boast  mar- 
ket values  that  are  among  the  500  largest 
in  the  latest  business  week  1000  for 
which  1995  compensation  data  are  avail- 
able. Each  company  is  assigned  to  one  of 


nine  industry  groups.  Then,  each  exei 
five's  pay,  the  company's  total  return 
shareholders,  and  the  company's  pre 
record  are  measured  against  the  others 
the  group. 

Performance  ratings  are  given  oi 
when  three  years  of  data  are  available, 
a  scale  of  5,  1  indicates  the  best  perf 
mance;  5  is  the  worst.  The  top  15% 
the  sample  receives  a  1,  25%  a  2,  30°/ 
3,  20%  a  4,  and  10%  a  5. 


1993-95  PAY-PERFORMANCE  ANALYSIS 


PAY  VS.  SHAREHOLDER'S  RETURN 

TOTAL  COMPENSATION  is  the  sum  of  an  executive's  salary, 
bonus,  and  long-term  compensation  for  the  three  years. 

VALUE  OF  $100  INVESTED  is  the  yearend  1995  value  of  a 
$100  investment  in  the  company  made  three  years  earlier, 
including  both  share-price  appreciation  and  dividends. 

RATING  shows  how  an  executive  stacks  up  against  industry 
peers,  measured  in  terms  of  pay  relative  to  total  return  to 
shareholders.  The  rating  is  based  on  an  index  in  which  the 
value  of  the  investment  at  the  end  of  the  three-year  period  is 
divided  by  an  executive's  total  pay  and  then  compared  with 
other  executives  in  the  same  industry  group. 


PAY  VS.  CORPORATE  PROFIT 

ROE  is  the  company's  average  return  on  common  equity  o\ 
the  three-year  period. 

CHANGE  IN  ROE  is  the  improvement  or  decline  in  the  co 
pany's  profitability  over  the  1993-95  period,  expressed 
terms  of  a  percentage. 

RATING  shows  how  an  executive  compares  with  indus' 
peers  in  pay  for  company  profitability.  The  rating  is  based 
an  index  that  provides  equal  weight  to  the  company's  over 
ROE  as  well  as  its  improvement  or  decline  during  the  p< 
three  years.  Both  these  measurements  are  divided  by  an  ex( 
utive's  total  pay  and  then  compared  with  others  in  the  sar 
industry  grouping. 


ootnotes:    1 1ndicates  executive  retired  in  1995-96    iMay  exclude  option  gains  in  earlier  years    e=estimated    NA=not  available    NM=not  meaningful 
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ANY   EXECUTIVE   1995  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS. 

CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1994 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

[ROSPACE  (INDUSTRIAL:  HIGH  TECH) 

i 

19515.0 
4.0 

F.  Shrontz,  chmn.  &  CEO  1656 
P.  M.  Condit,  pres.  932 

*1995  long-term  incentives  have  not  been  determined. 

15 
18 

3621* 
400* 

9963 
4068 

ZUj 

Lil 

La 

ft  Q 

7Q  A 

LaJ 

a 

M  DYNAMICS 

3067.0 
15.8 

J.  R.  Mellor,  chmn.  &  CEO 
N.  D.  Chabraja,  exec,  v-p 

2641 
1307 

4 

11 

2327 
1118 

23229 
5221 

170 

La 

18.5 

19.1 

a 

ta 

EED 

22853.0 
11.4 

D.  M.  Tellep,  chmn.  &  CEOt 
N.  R.  Augustine,  pres.*t 

'Became  CEO  1/1/96.  "Includes  $5.5  mil 

2917          80        1974  8641 
2314          24       8246**  15228 
payout  from  plan  as  a  result  of  the  merger. 

LSI 

a 

10.1 

-oZ.O 

Li) 

a 

NELL 

US 

14300.0 
-13.7 

H.  C.  Stonecipher,  pres.  &  CEO 
J.  F.  McDonnell,  chmn. 

2015 
1073 

106 

-33 

2809 
1992 

NA 

5730 

583 

NA 
ffl 

4.1 

-159.2 

NA 

La 

ROP  GRUMMAN  6818.0 
17.3 

K.  Kresa,  chmn.,  pres.  &  CEO 
G.  L.  Williams,  v-pi 

•Includes  $424,018  tax  reimbursement. 

1730 
1148* 

8 

366 

480 

752 

4941 
NA 

202 

La 

NA 

9.1 

79.0 

ta 

NA 

TRAND 

1473.0 
16.4 

D.  R.  O'Hare,  chmn. 

R.  H.  Jenkins,  pres.  &  CEO 

•Became  CEO  and  joined  company  10/1/95 

1085  313 
809*  NA 
Includes  $550,000  sign 

0 

2088 
ing  bonus. 

NA 
NA 

184 

NA 
NA 

17.8 

4.5 

NA 
NA 

1 

OLOGIES 

22802.0 
18.0 

G.  David,  pres.  &  CEO 
R.  F.  Daniell,  chmn. 

1966 
1560 

13 
-3 

335 
9677 

7900 
22471 

209 

La 
La 

15.1 

NA 

ta 
a 

RUNES 

(TRANSPORTATION) 

16910.0 
5.1 

R.  L.  Crandall,  chmn.,  pres.  &  CEO 
D.  J.  Carty,  exec,  v-p 

*1995  bonus  has  not  been  determined. 

699* 
565* 

-32 
-26 

300 
196 

3260 
2762 

110 

La 
n 

1.8 

NA 

La 
ta 

AIR  LINES 

12250.0 
20.3 

R.  W.  Allen,  chmn.,  pres.  &  CEO 
H.  C.  Alger,  exec,  v-p 

1047 
501 

117 
89 

390 
146 

2691 
1138 

146 

m 
ffl 

-14.2 

NA 

ffl 
m 

WEST 

ES 

9084.9 
NA 

J.  H.  Dasburg,  pres.  &  CEOt 
M.  Foret,  exec,  v-p  &  CFOt 

884 

603 

4 

-6 

8694 
3952 

11347 
5872 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

WEST 

ES 

2872.8 
13.2 

H.  D.  Kelleher,  chmn.,  pres.  &  CEO 
G.  A.  Barron,  exec,  v-p 

May  contain  data  from  a  preliminary  source. 

567 
331 

0 

3 

1391 
0 

3817 
924 

118 

La 
La 

14.1 

24.0 

ta 
ta 

PPLIANCES   (CONSUMER  PRODUCTS) 

5839.1 
12.8 

J.  V.  Roach,  chmn.  &  CEO 
L.  H.  Roberts,  pres. 

918 
698 

-13 
-14 

1141 

332 

4404 
2483 

146 

ta 
a 

12.2 

14.0 

La 
La 

POOL 

8347.0 
11.1 

D.  R.  Whitwam,  chmn.  &  CEO 
W.  D.  Marohn,  pres.  &  COO 

1450 
686 

-38 
-17 

578 
267 

17287 
6710 

128 

a 

11.4 

-13.1 

La 
is 

UTOMOTIVE  (CONSUMER  PRODUCTS) 

LER 

51190.0 
19.2 

R.J.  Eaton,  chmn.  &  CEO 
R.  A.  Lutz,  pres.  &  COO 

3678 
2621 

11 
7 

435 
1382 

19504 
17053 

184 

ta 

29.1 

231.2 

La 
a 

7786.7 
24.7 

S.  J.  Morcott,  CEO 

J.  M.  Magliochetti,  pres. 

2631 
1175 

30 
32 

208 
24 

6593 
2861 

135 

ta 
La 

21.7 

305.6 

ta 
a 

6822.0 
20.2 

W.  E.  Butler,  chmn.  &  CEOt 
S.  R.  Hardis,  chmn.  &  CEO* 

•Became  CEO  9/1/95. 

2161 
1448 

8 
32 

885 
963 

7033 
5253 

141 

La 
La 

18.8 

39.8 

ta 
ta 

flOTOR 

137137.0 
15.4 

A.  Trotman,  chmn.,  pres.  &  CEO  4885 
E.  E.  Hagenlocker,  exec,  v-p  2221 
*1995  long-term  incentives  have  not  been  determined. 

-37 
-33 

456* 
0* 

20866 
8348 

148 

a 
a 

17.7 

NA 

ta 
ta 

AL  MOTORS 

165370.1 
28.8 

J.  F.  Smith,  Jr.,  pres.  &  CEO 
L.  R.  Hughes,  exec,  v-p 

3304 
1750 

-4 
-1 

2300 
6762 

13139 
NA 

172 

La 
La 

36.0 

NA 

is 
ffl 

fcNKS  &  BANK  HOLDING  COMPANIES  (FINANCIAL  SERVICES) 

)NE 

7885.0 
16.3 

J.  B.  McCoy,  chmn.  &  CEO 
R.  J.  Lehmann,  pres. 

2395 
1197 

45 
54 

137 
400 

6956 
3405 

107 

La 
ta 

15.3 

5.8 

ta 
ta 

)F 
N 

4874.0 
15.5 

1.  Stepanian,  chmn.  &  CEOt              1578        -32  2437** 
C.  K.  Gifford,  chmn,  pres.  &  CEO*       2208         38  3195 

•Became  CEO  7/27/95.  "Includes  $375,957  paid  under  retirement  agreement. 

8481 
8396 

192 

ta 
a 

13.6 

61.4 

ta 
a 
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COMPANY   EXECUTIVE   1995  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PF 

SALES  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1994 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANG! 
IN  ROE 

% 

BANK  OF 
NEW  YORK 

4995.0 
17.7 

J.  C.  Bacot,  chmn.  &  CEO 
T.  A.  Renyi,  pres. 

4731 
2408 

37 
96 

466 

0  , 

12668 
5180 

193 

a 
a 

16.5 

63.5 

BANKAMERICA 

19027.0 
13.8 

R.  M.  Rosenberg,  chmn.,  pres.  &  CEO 
L.  W.  Coleman,  vice-chmn.  &  CFO 

CEO  left  office  12/31/95.  'Includes  $1 .5  mi 

4542          45       7313  17886 
2177*        24       9042**  15093 
in  lieu  of  bonus.  "Includes  $5  mil  severance  (res 

150  a 

a 

gned  12/1/95). 

1  0  7 

'■in  q 

BANKERS  TRUST 
NEW  YORK 

7295.0 
4.0 

C.  S.  Sanford,  Jr.,  chmn.  &  CEO  849 
F.  N.  Newman,  sr.  vice-chmn.*  1304 

'Joined  company  9/21/95;  became  CEO  1/1/96. 

-37 
NA 

1906 
222 

17889 
NA 

113 

a 

NA 

i  a  n 

— 0£.U 

BARNETT  BANKS 

3622  4 
16.3 

C.E.Rice,  chmn.  &  CEO                  2307  33 
A.  L.  Lastinger,  Jr.,  pres.  &  COO          1459*  57 

'Includes  $536,686  tax  reimbursement  for  stock  option  exercise. 

1174 
965 

9647 
5437 

155 

® 

LU 

15.8 

100.8 

BOATMEN'S 
BANCSHARES 

2687.8 
14.3 

A.  B.  Craig  III,  chmn.  &  CEO 
S.  B.  Hayes  III,  pres. 

1175 
729 

26 
6 

475 
277 

4224 
2913 

160 

LTJ 
LU 

15.1 

19.1 

CITICORP 

28128.0 
18.9 

J.  S.  Reed,  chmn.  &  CEO 
P.  Chia,  vice-chmn. 

4300 
1542 

1 
9 

3838 
777 

19774 
5466 

310 

® 
LU 

19.1 

203.6 

FIFTH  THIRD 
BANCORP 

1474.1 
16.7 

G.  A.  Schaefer,  Jr.,  pres.  &  CEO 
S.  J.  Schrantz,  exec,  v-p 

1131 
575 

15 
12 

0 
0 

3788 
1649 

142 

LU 
H 

16.9 

2.2 

FIRST  BANK  SYSTEM 

2844.2 
21.4 

J.  F.  Grundhofer,  chmn.,  pres.  &  CEO 
R.  A.  Zona,  vice-chmn.  &  CFO 

1829 
935 

3 
7 

5535 
2142 

16635 
7823 

189 

LU 

a 

15.7 

286.4 

FIRST  OF  AMERICA 
BANK 

1991.0 
12.9 

D.  R.  Smith,  chmn.  &  CEO 
R.  F.  Chormann,  pres.  &  COO 

751 
498 

-9 
-8 

121 
70 

2804 
1812 

130 

b 
□ 

14.3 

4.0 

FIRST  UNION 

9301.9 
15.8 

E.  E.  Crutchfield,  chmn.  &  CEO 
J.  R.  Georgius,  vice-chmn. 

2586 
1685 

47 
38 

1819 
1406 

10082 
7002 

139 

a 
a 

15.9 

24.3 

FIRSTAR 

1745.7 
15.2 

R.  L.  Fitzsimonds,  chmn. 
J.  A.  Becker,  pres. 

967 
690 

8 
8 

427 
291 

3502 
2464 

137 

LU 

LU 

16.2 

-1.9 

FLEET  FINANCIAL 
GROUP 

7099.3 
10.4 

T.  Murray,  pres.  &  CEO                      2892          21             0            8338  137 

J.  B.  Alvord,  chmn.                          4034*        NA       2984**  NA 

'Includes  $1.4  mil  tax  reimbursement.  "Includes  compensation  from  Shawmut  (joined  company  1 1/1/95) 

a 

NA 

15.1 

-0.3 

HUNTINGTON 
BANCSHARES 

1648.6 
16.1 

F.  G.  Wobst,  chmn.  &  CEO 
Z.  Sofia,  pres.,  treas.  &  COO 

1275 
709 

-12 
-11 

88 
196 

6452 
3153 

165 

a 
a 

17.1 

9.0 

MBNA 

2565.0 
33.4 

A.  Lemer,  chmn.  &  CEO 
C.  M.  Cawley,  pres. 

2780 
2890 

36 
39 

1634 
3061 

9297 
14771 

236 

a 
a 

29.8 

28.0 

MELLON  BANK 

3241.0 
18.2 

F.  V.  Cahouet,  chmn.,  pres.  &  CEO  1516* 
C.  M.  Condron,  vice-chmn. t  907* 

'Excludes  25%  of  bonus  paid  in  restricted  stock. 

31 
144 

5082 
448 

19405 
NA 

165 

a 

NA 

12.9 

-1.7 

MERCANTILE 
BANCORPORATION 

1341.0 
15.3 

T.  H.  Jacobsen,  chmn.  &  CEO 
R.  C.  King,  pres.  &  CEO-sub. 

1159 
445 

8 
10 

2737 
641 

5917 
1859 

154 

a 
a 

14.8 

20.8 

J.  P.  MORGAN 

13838.0 
12.8 

D.  A.  Warner  III,  chmn. 
R.  G.  Mendoza,  vice-chmn. 

2407 
2103 

23 
18 

3305 
5031 

16134 
17049 

135 

a 
a 

14.7 

-38.4 

NATIONAL  CITY 

2828.6 
16.5 

E.  B.  Brandon,  chmn.  &  CEO 
D.  A.  Daberko,  chmn.  &  CEO* 

'Became  CEO  9/30/95. 

909 
800 

-21 
13 

553 
520 

5218 
3299 

148 

a 
a 

16.3 

14.4 

NATIONSBANK 

15938.0 
16.3 

H.L.  McColl,  Jr.,  chmn.  &  CEO 
K.  D.  Lewis,  pres. 

3500 
2000 

17 
3 

0 
0 

19825 
5293 

146 

a 
a 

14.9 

13.4 

NORTHERN 
TRUST 

1609.0 
16.5 

D.  W.  Fox,  chmn.  &  CEOt 
W.  A.  Osborn,  chmn.  &  CEO* 

'Became  CEO  6/1/95. 

812 
661 

-20 
4 

3745 
555 

8949 
4049 

140 

a 
a 

1  fi  9 

9  Q 

NORWEST 

7439.3 
18.3 

R.  M.  Kovacevich,  pres.  &  CEO  3033* 
L.  S.  Biller,  exec,  v-p  1526 

'Excludes  $763,875  bonus  paid  in  restricted  stock. 

4 
11 

764 
0 

15226 
6043 

164 

a 

a 

20.3 

23.9 

PNC  BANK 

6250.9 
7.0 

T.  H.  O'Brien,  chmn.  &  CEO 
J.  E.  Rohr,  pres. 

1567 
984 

42 
56 

223 
0 

6920 
3114 

127 

a 
a 

12.7 

-50.1 

REPUBLIC 
NEW  YORK 

2859.6 
10.4 

W.H.Weiner,  chmn.  &  CEO 
J.  C.  Keil,  pres. 

963 
962 

-23 
-23 

176 
176 

4350 
4481 

140 

a 
a 

12.8 

-23.2 

SOUTHERN 
NATIONAL 

1774.5 
10.8 

J.  A.  Allison  IV,  chmn.  &  CEO'i 
H.G.  Williamson,  Jr.,  COOt 

'Became  CEO  3/1/95. 

721 
600 

25 
30 

0 
0 

1897 
1532 

145 

a 
a 

13.8 

-11.5 

STATE  STREET 

DUO  1  Ull 

2273.6 

1  A  1 

M.  N.  Carter,  chmn.,  pres.  &  CEO 
N.  A.  Lopardo,  exec,  v-p 

1206 
1407 

-1 
30 

0 

313 

4505 
3627 

107 

a 
a 

16.4 

-4.6 

SUNTRUST  BANKS 

3688.3 
13.2 

J.  B.  Williams,  chmn.  &  CEO 
L.  P.  Humann,  pres. 

1028 
619 

5 
5 

720 
600 

5209 
3505 

166 

a 
a 

13.8 

-13.4 

U.S.  BANCORP 

2721.3 
12.8 

G.  B.  Cameron,  chmn.  &  CEO 
R.  D.  Sznewajs,  vice-chmn. 

1384 
647 

82 
58 

0 
0 

2889 
NA 

138 

a 

NA 

12.0 

-6.2 

WACHOVIA 

3629.4 
16.0 

L.  M.  Baker,  Jr.,  pres.  &  CEO 
G.  J.  Prendergast,  exec,  v-p 

1012 
642 

10 
18 

1045 
339 

5125 
2614 

145 

a 
a 

16.2 

2.3 

WELLS  FARGO 

5237.0 
27.8 

P.  Hazen,  chmn.  &  CEO 
W.  F.  Zuendt,  pres. 

2813 
1749 

42 
31 

0 
0 

10258 
4741 

297 

a 
a 

22.1 

274.5 

6   BEVERAGES  (CONSUMER  PRODUCTS) 

ANHEUSER-BUSCH 

10340.5 
20.0 

A.  A.  Busch  III,  chmn.,  pres.  &  CEO 
J.  E.  Ritter,  CFO 

1611 
834 

-26 
-24 

219 
4213 

5850 
7094 

122 

a 
a 

19.1 

-7.1 
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FOOTNOTES  ON  PA( 


CUTIVE  COMPENSATION  SCOREBOARD 


1995                                                                          TOTAL  ANNUAL  COMP.  LONG-  PAY  VS  SHAREHOLDER  RETURN  PAY  VS  CORPORATE  PROFIT 

SALES:  $  MILLIONS                                                                  SALARY        %  CHANGE  TERM  TOTAL        $  VALUE  CHANGE 

ROE;  %                                                                       &  BONUS          FROM  COMP.  COMP        OF  $100  ROE       IN  ROE 

$000            1994          $000  $000  INVESTED      RATING  %          %  RATING 


COLA  18018.0     R.  C.  Goizueta,  chmn.  &  CEO  4880         12       8029         39476      183        LH         51.1     17.0  B 

56.7     M.  D.  Wester,  pres.  &  COO  1646         41         575  7291  S  g] 


COLA               6773.0     S.  K.  Johnston,  Jr.,  vice-chmn.  &  CEO  3845*      126  2238  12348      221        g]  3.2       NA  H 

PRISES                 5.7     H.  A.  Schimberg,  pres.  &  COO            3659*      136  3256  15367  B  LU 

"Includes  $1 .9  mil  &  $2. 1  mil  (respectively)  tax  reimbursement. 

CO                 30420.7     D.  W.  Calloway,  chmn.  &  CEO             3453         13  7966  17466      140        B         24.2    -11.8  B 
 21.4     R.  A.  Enrico,  vice-chmn.  1670          17  11274  16943  SO  \E 


UILDING   (INDUSTRIAL:  LOW  TECH) 


IDUSTRIES         7057.7     J.  E.  Dempsey,  chmn.  &  CEO  2112  5         310  5433      149        (U         20.6    152.5  g] 

_  29A  _  A  A  Pyi03'^'!0:  ^-P_  _  -A0.1?.-  __5  535__       _45A_  _  B_  _gj 

YIN-WILLIAMS  3273.8  J.  G.  Breen,  chmn.  &  CEO  1378  0  1063  6198  139  g]  16.8  3.7  g] 
 16.6     T.  A.  Commes,  pres.  &  COO  905  -1         367  3315  g]  SO 


HEMICALS  (INDUSTRIAL:  LOW  TECH) 


!0DUCTS&        3891.2     H.  A.  Wagner,  chmn.,  pres.  &  CEO  1327  36  347           4766  119        SO  11.8     14.7  U 

CA!:?.,             _A5^1__-J^JJ_Kamin_s^ii^£-_v:P__  _A2A_  _4  6Z4_  _  2  7 14  _  __g]_  _  g]_ 

4282.0     A.  R.  Hirsig,  pres.  &  CEO  1173  23  0            2900  129        CD  18.5    113.5  H 

cal            _ A5A__^AA^l?nJeri?xe?-_v:P_?t?99__  _A9A_  _3A_  _A_  _2120__  _J?_  _P 

HEMICAL        20200.0     F.  P.  Popoff,  chmn.  &  CEO  1992  22  927           7840  137        B  14.6   636.0  g]~ 

24.6     W.  S.  Stavropoulos,  pres.  &  CEO*  1277  42  1579           5187  B  H 
_*_Becarne  CEO_l  1/U95. 

If                42163.0     E.  S.  Woolard,  Jr.,  chmn.  &  CEOt  2700  33  1809  10905  160        B  22.9   401.2  M 

42.0     J.A.Krol,  pres.  &  CEO*  1742  25  317            4284  LH  g] 
_  J?ic-  T-'APAA9  A  _ 

IAN  CHEMICAL    5040.0     E.  W.  Deavenport,  Jr.,  chmn.  &  CEO  1319  0  1246           5795  NA       NA  29.2   256.5  M 

36.6     R.W.  Bourne,  Jr.,  v-chmn.  &  exec,  v-p    767  3  1022           3122  NA  UJ 


HARD               2840.1     0.  R.  Smith,  chmn.  &  CEO  1660  25  6379  20421  148        g]  13.8     24.0  B 

19.2     L.  D.  LaTorre,  pres.  &  COO  847  22  3756  9433  gO  B 
May  contain  data  from  preliminary  source. 

LAKES"            2361.1     R.  B.  McDonald,  pres.  &  CEO  934  55  0  3239  106        gj  21.6     -1.2  M 

CAL                   21.8     R.  T.  Jeffares,  exec,  v-p  &  CFO  519  19  0  2425  g]  g] 


ILES  2427.2     T.  L.  Gossage,  chmn.  &  CEO  1977  27       5352  13218      277        g]         22.4    219.9  LH 

30.8     R.  K.  Elliott,  pres.  &  COO  986  27    i    2607  5689  LH  LH 


LAVORS  &         1439.5     E.  P.  Grisanti,  chmn.  &  pres.  1275  10  0  3574      142        gj         22.4     22.8  UJ 

ANCES  22.2     H.  C.  van  Baaren,  sr.  v-p  695         18  0  2531  LU  g] 


WTO               8962.0  R.  B.  Shapiro,  chmn.  &  CEO*  1921  31  775  8626  226        Ll  19.4  NA  LH 

19.8  N.  L.  Reding,  vice-chmn.  1384  11  599  5382                  LU  LU 

_  _*AcfHeAEP  4/1^?5L  _ 

)N                  3475.2  S.J.  Stewart,  chmn.  &  CEO  1353  -59  1000  10219  183        B  15.2  58.7  1 

YATJONAL            A8:8.  _  ™'_E:  Johnstoii.  Jr,  exec.  v-p_  _  __s}§___  A_°  _5Z°_  AAA             _  B_  B 

ilR                  3146.0  H.  W.  Lichtenberger,  chmn.  &  CEO  1704  27  275  4247  206        UJ  23.4  51.4  UJ 

23.4  E.  G.  Hotard,  pres.  108A_  35  0  2405                   H  UJ 


&  HAAS  3884.0     J.  L.  Wilson,  chmn.  &  CEO  985  6         433  3708      128        LU  14.7     34.0  g] 

17.6     J.  P.  Mulroney,  pres.  665  3         308  2690  LU  SO 


CARBIDE  5888.0     R.  D.  Kennedy,  chmn.  &  CEOt  1999  9         433  11344      239        LU         26.7    441.3  g] 

44.6     W.H.Joyce,  pres.  &  COO*  1467  54         447**         4467  g]  LD 

"Became  CEO  1/1/96.  '"Includes  $327,628  realized  from  exercise  of  Praxair  options. 


ONGLOMERATES   (INDUSTRIAL:  LOW  TECH) 


STANDARD        10271.9     J.  E.  Stuart,  chmn.,  pres.  &  CEO  1700          21         978            5022  259        UJ  6.6     24.0  B 

_  15.0  __W-J1LeithLv-p} :__  _A6A_  _  A6  5AA  AAA             _AQ_  _B 

(SIGNAL           14346.0     L.  A.  Bossidy,  chmn.  &  CEO  4408          21       4056  26680  164        LU  25.8       2.5  B 

24.4  _  F^  Mioses,  exec,  v-p  1103__      11  6_148_  12140                  LU  B 


3575.1     J.W.Teets,  chmn.  &  CEO  1184        -51        2051  15701       150        B         16.1-100.0  LU 

0.0     N.D.Rittmaster,chmn.&CEO-sub.t  515  -1         162  2057  UJ  LU 


!AL  ELECTRIC     69276.0     J.  F.  Welch,  Jr.,  chmn.  &  CEO  5321  22      16741  36578      179        LU         20.6     21.0  B 

_  A2A  _  A  Fresco,  vice-chmn.  _A535         24       8517  15039  LU  LU 


IURT  3069.9     R.J.  Tarr,  Jr.,  pres.  &  CEO  2715  8       5291  13993      129        gj         15.2     66.5  B 

!AL  20.6     R.  A.  Smith,  chmn.  1275  0  0  3825  B  LU 


8884.0     D.T.  Engen,  chmn.,  pres.  &  CEO*        1329           5  1461  5338  185        g]  4.9  NA  B 

TRIES                    0.1     T.  D.  Leuliette,  sr-vpt                         732          -8  1970  4215  SO  B 
_  A"!"?  rlyJ  AC°rP  AA_m  .  AAAA'A  _ 

901.6     E.  Krasnoff,  chmn.  &  CEO                   820          57  0  2034  139        UJ  16.9  17.2  M 

_  A9A _  A  H?yy_a  A^i^lPj6:5:  Acf°_  _     _A9P  A5  0  1213  E  QJ 


*RK                  3573.6     W.  L.  Batts,  chmn.  &  CEO                  1120  -53  0  22117  261        B  23.7  4033.3  g] 

NATIONAL             26.8     E.  V.  Goings,  exec,  v-p;  pres.              1200*  -28  459  4751  g]  g] 
*8onus  excludes  $459,137  paid  in  restricted  stock. 

VELL              13420.1     D.  R.  Beall,  chmn.  &  CEO                 2852  33  0  10213  193     ~~®  19.2  ~  13.3  M 

NATIONAL              19.7     D.  H.  Davis,  Jr.,  pres.  &  COO               1616*  70  678  4669  g]  g] 
"Includes  $398,196  in  relocation  expenses. 


Fact  #1 :  we  use  more  airplanes 
than  FedEx,fl  and  UPS®  combined  to 
make  sure  your  priority  package  or 
envelope  gets  to  its  destination. 


Fact #2:  We  have  165,000  more 
trucks  than  FedEx  and  70,000  more  «^ 
than  UPS  to  make  sure  your  priority 
package  or  envelope  can  be  delivered 
to  any  address  you  want  in  the  U.S. 


Fact  #3:  if  you  prefer,  you  can 
drop  off  your  Priority  Mail™  envelope 
at  any  one  of  330,000  locations. 
That's  290,000  more  than  FedEx 


/WORE  ?^ 


and  250,000  more  than  UPS. 

\    1  - 


Fact  #4:  Unlike  FedEx  and  UPS,  you  don't 

have  to  make  a  special  call  for 
a  Priority  Mail  pick  up.  Your  everyday 
postal  letter  carrier  can  see  that  it 
gets  the  attention  it  deserves. 


Fact #5:  Priority  Mail  delivers  to 
ery  address  and  P.O.  Box  in  the  U.S. 
FedEx  doesn't.  UPS  doesn't. 


FREE 


SATURDAY 


Fact  #6:  Priority  Mail  gives  you 
Saturday  delivery  at  no  extra  charge. 
FedEx  doesn't.  UPS  doesn't. 


*  PRIORITIES 

Fact #7:  Whether  your  priority  is 
saving  money*  convenience,  or  Saturday 
delivery.  Priority  Mail  from  the 
U.S.  Postal  Service  makes  a  whole 
lot  of  sense.  What's  Your  Priority? 


•Price  comparisons  are  based  on  Priority  Mail  up  lo  2  lbs  versus  2 -lb  published  rales  lor  UPS  2nd  Day  Air •  and  FedEx  2Day  "  Priority  Mail  is  delivered  in  a  national  average  ot  2-3  days,  measured  from  Post  Office  to  Post  ( 


— I 


$12  $6 


3 


What's 
Your 


PRIORITY 
MAIL 

UNITED  STATES  POSTAL  SERVICE 


FC'3 


1-800-THE-USPS  ext.  2003  http//:www.usps.gov/welcome.com 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY   EXECUTIVE   1995  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PRC 

SALES;  $  MILLIONS 
ROE  % 

SALARY 
&  60NUS 
$000 

%  CHANGE 
FROM 
1994 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

TENNECO 

8899.0 
23.2 

D.  G.  Mead,  chmn.  &  CEO 
T.  R.  Tetzlaff,  gen.  counsel 

1901 
764 

-1 
9 

0 
0 

6485 
2848 

134 

® 
® 

20.6 

NA 

TEXTRON 

9973.0 
14.1 

J.  F.  Hardymon,  chmn.  &  CEO             2397          31        1571        '    8682  160 

S.  L.  Key,  exec,  v-p  &  CFO                 1200*        NA            0  NA 

'Includes  $557,000  reimbursement  of  lost  compensation  from  previous  employer.  Joined  company  4/1/95. 

® 
NA 

14.3 

7.6 

TRW 

10172.0 
20.5 

J.  T.  Gorman,  chmn.  &  CEO 
P.  S.  Hellman,  pres.  &  COOt 

4893 
2612 

20 
25 

779 
0 

13760 
6024 

145 

LH 

a 

17.7 

50.4 

10  CONTAINERS   d NDUSTR IAL  LOW  TECH) 

CROWN  CORK 
&  SEAL 

50  5  ^  8 

5.1 

W.J.  Avery,  chmn.  &  CEO 
M.  J.  McKenna,  pres.  &  COO 

907 
412 

-8 
1 

963 
966 

5444 
2598 

105 

® 
a 

9.7 

-62.2 

MEAD 

5179.4 
15.9 

S.  C.  Mason,  chmn.,  pres.  &  CEO 
E.  M.  Karter,  v-p 

1595 
577 

13 
21 

624 
522 

5194 
2113 

145 

® 
a 

9.3 

530.6 

SONOCO 
PRODUCTS 

2706.2 
21.3 

C.  W.  Coker,  chmn.,  pres.  &  CEO 
P.  C.  Browning,  exec,  v-pt 

1634 
1067 

26 
32 

314 
0 

6284 
3536 

123 

® 

19.6 

47.5 

UNION  CAMP 

4211.7 
21.2 

W.  C.  McClelland,  chmn.  &  CEO 
J.  H.  Ballengee,  pres.  &  COO 

1228 
761 

27 
20 

421 
360 

3357 
2398 

114 

® 
® 

10.1 

833.3 

11   DRUGS   (CONSUMER  PRODUCTS) 

ABBOTT 
LABORATORIES 

10012.2 
38.4 

D.  L.  Burnham,  chmn.  &  CEO 
T.  R.  Hodgson,  pres.  &  COO 

2232 
1420 

24 
11 

0 
199 

6511 
4752 

144 

® 
® 

38.0 

3.8 

AMERICAN  HOME 
PRODUCTS 

13376.1 
30.3 

J.  R.  Stafford,  chmn.,  pres.  &  CEO 
R.  G.  Blount,  sr.  exec,  v-p 

2370 
1257 

7 
16 

2579 
4391 

13200 
8043 

157 

® 

a 

34.7 

-6.1 

AMGEN 

1939.9 
32.2 

G.  M.  Binder,  chmn.  &  CEO 
K.  W.  Sharer,  pres.  &  COO 

1513 
1051 

20 
5 

19991 
1420 

23715 
5153 

168 

a 
® 

29.7 

-16.0 

BAXTER 

INTFRNATIDNAI 

111  1  tnlin  1  IUI1ML 

5048.0 
10  0 

V.  R.  Loucks,  Jr.,  chmn.  &  CEO 
L.  B.  Knight,  exec,  v-p 

1873 
729 

18 
0 

0 
0 

5539 
2290 

139 

® 
a 

5.9 

-31.6 

BECTON 

U 1  \j  nl  11  O  U 11 

2759.0 
18  8 

C.  Castellini,  chmn.,  pres.  &  CEO 
J.  W.  Galiardo,  vice-chmn. 

1144 
661 

51 
30 

298 
231 

2817 
2752 

197 

a 
a 

16.2 

50.5 

BRISTOL  MYERS 
SQUIBB 

13767.0 
31.1 

C.  A.  Heimbold,  Jr.,  chmn.,  pres.  &  CEO 
M.  E.  Autera,  exec,  v-p 

2359 
1140 

24 
4 

0 

639 

6747 
4646 

140 

m 
® 

32.1 

21.8 

GENENTECH 

874.5 
9.6 

A.  D.  Levinson,  pres.  &  CEO* 
W.  D.  Young,  sr.  v-p 

'Became  CEO  7/7/95. 

675 
536 

31 
9 

0 
0 

1822 
1462 

142 

a 
a 

8.0 

361.9 

JOHNSON  & 
JOHNSON 

18842.0 
26.6 

R.  S.  Larsen,  chmn.  &  CEO 
R.  N.  Wilson,  vice-chmn. 

2675 
2165 

41 
39 

0 

1579 

6658 
7650 

176 

® 
a 

28.9 

—  L  D.  D 

LILLY  (ELI) 

6763.8 
24.1 

R.  L.  Tobias,  chmn.  &  CEO 
S.  Taurel,  pres.  &  COO 

2009 
1257 

8 
15 

1698 
903 

8264 
5060 

198 

® 
® 

19.0 

AO  0 

MALLINCKRODT 
GROUP 

2228.4 
16.0 

C.  R.  Holman,  chmn.,  pres.  &  CEO 
M.  G.  Nichols,  sr.  v-p 

1088 
619 

9 
10 

0 
0 

4735 
2069 

112 

m 
m 

4.6 

ou.y 

MEDTRONIC 

2089.7 
24.2 

W.  W.  George,  pres.  &  CEO 
A.  D.  Collins,  Jr.,  COO 

833 
615 

4 

23 

895 
485 

4346 
3232 

237 

a 
a 

22.8 

-3.9 

MERCK 

16681.1 
29.0 

R.  V.  Gilmartin,  chmn.,  pres.  &  CEO 
E.  M.  Scolnick,  exec,  v-p 

2100 
1303 

36 
3 

0 

5113 

NA 

9533 

159 

NA 

a 

25.8 

-40.8 

PFIZER 

10021.4 
29.4 

W.  C.  Steere,  Jr.,  chmn.  &  CEO 
H.  A.  McKinnell,  Jr.,  exec,  v-p 

3115 
1345 

5 
25 

5409 
1316 

14777 
5576 

182 

a 

HI 

25.5 

27.0 

RHONE-POULENC 
RORER 

5142.1 
15.5 

M.  de  Rosen,  pres.  &  CEO*t                882         11  0 
T.G.  Rothwell,  exec,  v-p                    1072**       NA  0 
May  Include  preliminary  information.  "Became  CEO  4/1/95.  "Includes  $140,000  s 

1919      121        CD  21.7 
NA  NA 

gnmg  bonus  (joined  company  1/25/95). 

-52.5 

SCHERING-PLOUGH 

5104.4 
64.9 

R.  P.  Luciano,  chmn.  &  CEO 
R.  J.  Kogan,  pres.  &  COO* 

'Became  CEO  1/1/96. 

2441 
1494 

4 
9 

6408 
4034 

19964 
12701 

181 

a 
a 

58.5 

43.9 

SIGMA-ALDRICH 

959.8 
16.5 

C.  T.  Cori,  chmn.  &  CEO 

D.  R.  Harvey,  pres.  &  COO 

856 
535 

-3 
2 

299 
130 

3832 
2221 

88 

® 
® 

16.8 

-11.5 

WARNER- 
LAMBERT 

7039.8 
32.9 

M.  R.  Goodes,  chmn.  &  CEO 
L.J.  de  Vink,  pres.  &  COO 

1722 
1132 

2 
1 

1849 
1283 

9472 
4761 

151 

® 
® 

30.5 

-21.8 

12  ELECTRICAL  &  ELECTRONICS  (INDUSTRIAL: 

HIGH  TECH) 

AMP 

5227.2 
15.4 

W.J.  Hudson,  Jr.,  pres.  &  CEO 
J.  E.  Marley,  chmn. 

1155 
892 

12 
3 

1029 
876 

3999 
3440 

141 

® 
® 

15.2 

3.3 

ANALOG 
DEVICES 

1014.3 
19.4 

R.  Stata,  chmn.  &  CEO 
J.  G.  Fishman,  pres.  &  COO 

1197 
1160 

17 
17 

347 
946 

3345 
4161 

327 

m 
m 

14.6 

386.0 

COOPER  INDUSTRIES 

4885.9 
16.3 

H.J.  Riley,  Jr.,  pres.  &  CEO 
R.  Cizik,  chmn. 

791 
1380 

62 
54 

177 
198 

2116 
3708 

87 

® 
a 

11.9 

50.2 

EMERSON  ELECTRIC 

10294.1 
18.7 

C.  F.  Knight,  chmn.,  pres.  &  CEO 
A.  E.  Suter,  sr.  vice-chmn.  &  COO 

2046 
990 

2 
2 

0 
0 

23778 
4933 

158 

a 
a 

19.2 

5.4 

GENERAL 
INSTRUMENT 

2432.0 
13.5 

D.  F.  Akerson,  chmn.  &  CEO 

R.  S.  Friedland,  chmn.,  pres.  &  CEO* 

•Became  CEO  8/1/95. 

1271 
804 

-22 
8 

4849 
0 

8757 
1947 

183 

a 
a 

24.5 

NA 
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iCUTIVE  COMPENSATION  SCOREBOARD 


1995                                                                          TOTAL  ANNUAL  COMP.             LONG-  PAY  VS  SHAREHOLDER  RETURN  PAY  VS  CORPORATE  PROFIT 

SALES:  $  MILLIONS                                                                  SALARY        %  CHANGE       TERM  TOTAL        $  VALUE  CHANGE 

ROE  %                                                                       &  BONUS          FROM         COMP.  COMP        OF  $100  ROE       IN  ROE 

$000             1994           $000  $000        INVESTED  RATING  %           %  RATING 

S                   3507.0     J.  T.  Hartley,  chmn.  &  CEOt               1553         12       3053  13099      175  gj  109     54J?  IT 

12.6     P.  W.  Farmer,  pres.  &  COO*                 930         15         885  4257  LU  1 

_  JBecame_CEO_7/l/95L  _ 

"  16202^0 "  A",  s' Grove,  pres.  &  CEO  ~             "2757         31       5425  12468      263  1  29.1     63.6  LU 

_  A2:1  -Si:*-  Barre^exec.  v-p&COO        _A°_6A__  A3__      _9_  AA27..  ___IL 

R                      327.9     R.  H.  Swanson,  Jr.,  pres.  &  CEO           907         21         139  2397      311  UJ  25.9     48.1  LH 

JOLOGY             _A°A_  C__B:Da_wie_s'_v_"P?,C00  _               _A53  _2P  p29_  A3?2.  ._J?_. 

6178.9     B.  L.  Schwartz,  chmn.  &  CEO             6244          39           25  41181      315  LU  17.0     29.0  IS 

17.3     F.C.Lanza,  pres.  &  COO               _  3247_     __3_7        1828  _  __11274_  ,_J®_.  ._fL 

GIC                  1267.7     W.J.  Corrigan,  chmn.  &  CEO               1344          17       2847  8460      609  U  19.3        NA  11 

19.6    B  L.  HajjaL exec,  v-p  _                 _A2A_  _A2  7344  _iP5?°  _1  -PI 

IN  TECHNOLOGY  3603.5     S.  R.  Appleton,  chmn.,  pres.  &  CEO*    1690         57       3438  8804    1058  UJ  33.3  3409.5  HI 

45.5     T.  A.  Lowrey,  v-chmn.                        1695**       61        1179  5600  LU  CD 
"Resigned  1/18/96;  rehired  as  CEO  1/26/96.  "Resigned  9/26/94. 

<                    1336.5     F.  A.  Krehbiel,  chmn.  &  CEO                965        106         152  2166      187  LU  11.2     26.3  LU 

_A2A_ AA?*uy*,!!aj V"P.              _  L°A4__  A1.7..  _2^2_.  .__!!__  ._M. 

ROLA              27037.0     G.  L.  Tooker,  vice-chmn.  &  CEO          2026           2       7046*  19245      222  LU  16.4     44.0  LU 

16.1     C.  B.  Galvin,  pres.  &  COO                   1572            5       5234*  13696  LU  LU 
*1995  long-term  incentives  have  not  yet  been  determined. 

(EM                 1601.5     R.  J.  Saldich,  pres.  &  CEO                  809           5            0  2185      140  LU  3.2       NA  M 

_Ai_ _^-°:??s*,ewaitif*Lef-_y:P _          _A°?  _    -A.  _  1?10 _  _J2_  _U_ 

I                  13128.0    J.R.  Junkins,  chmn.,  pres.  &  CEO       2542         32       7714  16627      227  LU  23.0    118.6  LU 

UMENTS           _A6A    T,i-_EI,I^0US'?xH-^lR*_               _1_370__     _5_1  J693__  _  5484  _  __LU_  P_ 

INGHOUSE         6296.0     M.  H.  Jordan,  chmn.  &  CEO               2500         84            0  4965      128  LU  -8.5-134.9  LU 

RIC  -5.2     W.  C.  Korn,  exec  v-p  1086  18  0  3168  U  [S 


FOOD  PROCESSING   (CONSUMER  PRODUCTS) 

■R-DANIELS-      12970.6     D.  0.  Andreas,  chmn.  &  CEO  3765         12            0  10353  120        LU  11.4  20.8  BJ 

lND                  _  _13.5_  _  _^R_Ra_ndallj  pres.  _A5_8A_  _JA_     _  9_  .  f^?9_  _             _M-  -  PI 

BELL  SOUP         7581.0     D.  W.  Johnson,  chmn.,  pres.  &  CEO  2205         22       2847  14633  150        LU  24.7  12.8  LU 

__27A  _  F-|-VyeJs_e,Ll'_sI-_v:P__                    _A22  A0          745  _  _3095  _             _U_  _I2 

3RA                24637.1     P.  B.  Fletcher,  chmn.  &  CEO  1896         19       2186  12672  131        LU  18.8  6.7  LU 

19.1 .     L.  Lochmann,  pres^&COO  __ALA_   _AAAP?3_  _^?7__             _J?_  _® 

JTERNATIONAL    8432.0     C.  R.  Shoemate,  chmn.,  pres.  &  CEO    1366  14       2433  8154  144        U  23.8  1.1  U 

__2_6.0     R.J. Gillespie,  exec,  v-p _                 _  7_68__  _  1 5  J378_  _  5325__             _  JU_  _U 

(AL  MILLS          5177.4     H.  B.  Atwater,  Jr.,  chmn.  &  CEOt  610        -28           19  14716  109        LU  107.2  132.6  LU 

96.6     J.  J.  O'Hara,  exec.  v-p*i  511          -8       2123  3788                   LU  03 

•Resigned  5/28/95. 

(H.J.)               8997.2     A.  J.  O'Reilly,  chmn.,  pres.  &  CEO  1974        121         250  6674  122        LU  25.3  14.7  M 

__26.2     L  R[bolla,  sr.  v-pt                          _  _7_96  87  100  _  _2803__              __p]  _rj 

iEV  FOODS         3690.7     K.  L.  Wolfe,  chmn.  &  CEO  1078         20         907  4453  146        LU  20.0  57.2  g] 

_  26.0     J.  P.  Viviano,  pres.  &  COO                 _  _8_36  23          568  _  _3249  _GD 

GG                  7003.7     A.G.  Langbo,  chmn.  &  CEO  1645*        11       2393  7137  122        LU  36.5  -12.2  LU 

30.8     T.A.  Knowlton,  exec,  v-p  844          18         647  2808                   g]  UJ 

•Excludes  portion  of  bonus  paid  in  10,000  stock  options. 

ERHI-BRED        1555.0     T.  N.  Urban,  chmn.  &  CEO  950        -37         446  4465  215        UJ  20.7  12.6  GO 

NATIONAL             21.4     C.  S.  Johnson,  pres.  &  COO*  722        -26         322  3403                  UJ  LU 

•Became  CEO  9/1/95. 

ER  OATS            5954.0     W.  D.  Smithburg,  chmn.  &  CEO  858        -39         235  8911  116        LU  54.8  115.3  GO 

62.2     P.  A.  Marineau,  pres.  &  COO  _  6_24_      -38          55  _  4906                  LU  LU 


"ON  PURINA        6873.4     W.  P.  Stiritz,  chmn.,  pres.  &  CEO          1985         46            0            4524  NA       NA  NA        NA  NA 

?__              A°A__vy_piM^inm?'_v:P._              _A7A_  -A1..     _°_  _iZ91  _NA  _  __NA 

LEE                 18335.0     J.  H.  Bryan,  chmn.  &  CEO                  2221          28         690  16773  113        LU  14.8     -8.9  LU 

_ A9A _ jy A M_ur.P_hy'_vLc5'_chmn-_ _       __126A_  -A6  3?A  _?359__  .Pi 

3                   12721.8    J.  F.  Woodhouse,  chmn.                    1103**        9        437           4434  127  LU  17.7       9.3  g] 

17.8  B.  M.  Lindig,  pres.  &  CEO*                 1046**       18         427            4084  LU  rj 

"Became  CEO  1/1/95.  "Excludes  portion  of  bonus  received  in  restricted  stock. 

S l" FOODS             5731.6     L.  E.  Tollett,  chmn.  &  CEO                   600        -49         449            3120  109  LU  9.0    -14.9  M 

13.9  D.  Tyson,  chmn.                            1694*      -21            0           5574  LU  LU 

•Includes  $946,291  other  annual  compensation  related  to  travel  &  entertainment. 

LEY  (WM.)  JR.      1754.9     W.  Wrigley,  pres.  &  CEO                      475*       -47           24            2870  169  UJ  30.7     -5.7  GO 

28.1     D.  S.  Barrie,  v-p                                353*       -37           18            1764  UJ  UJ 

"1995  bonus  &  other  long-term  awards  have  not  yet  been  determined. 


:OOD  &  LODGING  (SERVICE) 


AH'S                  1550.1     P.  G.  Satre,  pres.  &  CEO                      614        -28  0            2673  192        UJ  12.9  12.0  LU 

»TAINMENT_       _  13.5     M.  D.  Roseichrnn._  __6_79  -43  _  _0_  _2?Z.L_             _J?_  ^ 

N  HOTELS           1589.8     B.  Hilton,  chmn.  &  CEO*                  1000           0  0           3005  150        LU  11.4  33.0  "  LU 

13.8     R.C.  Avansino,  Jr.,  pres.  &  COO            946           0  0            2666                   LU  LU 

•Left  office  2/2/96. 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY   EXECUTIVE   1995  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 


995 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS. 

CORPORATE  PROf 

SALES:  $  MILLIONS 
ROE  % 

SALARY 
460NUS 
$000 

%  CHANGE 
PROM 
1994 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

%  R 

ITT 

6300.0 
0.4 

R.  V.  Araskog,  chmn.  &  CEO               4582           8       5344          24299  NA 
R.  A.  Bowman,  pres.  &  COO                1240          30        1988  5507 

Includes  compensation  from  ITT  Industries  (formerly  ITT  Corp.)  prior  to  spin-off  (completed  12/1/95). 

NA 
NA 

NA 

NA 

MARRIOTT  INTL. 

8961.0 
23.4 

J.  W.  Marriott,  Jr.,  chmn.,  pres.  &  CEO 
W.  J.  Shaw,  exec,  v-p 

1496 
863 

4 

3 

139 
1793 

4712 
4735 

NA 

NA 
NA 

24.1 

NA 

15  GENERAL  &  SPECIAL  MACHINERY  (INDUSTRIAL:  LOW  TECH) 

APPLIED  MATERIAL 

3596.4 
28.8 

J.  C.  Morgan,  chmn.  &  CEO 
J.  W.  Bagley,  vice-chmn. 

1688 
1357 

32 
32 

10631 
0 

30767 
8021 

467 

a 

si 

22.5 

246.0 

BLACK  &  DECKER 

4766.1 
16.1 

N.  D.  Archibald,  chmn.,  pres.  &  CEO     2571*  52 
C.  E.  Fenton,  v-pt                            621  27 

'Includes  $768,885  to  cover  taxes  for  stock  options  exercised. 

1934 
257 

8320 
1925 

201 

i 

B 

12.3 

NA 

CATERPILLAR 

16072.0 
33.5 

D.  V.  Fites,  chmn.  &  CEO 
G.  A.  Barton,  group  pres. 

1568 
588 

0 

-10 

1527 
856 

6463 
4049 

226 

m 
m 

32.4 

NA 

DEERE 

10520.4 
22.7 

H.  W.  Becherer,  chmn.  &  CEO 
D.  H.  Stowe,  Jr.,  pres.  &  COO 

1813 
1199 

11 
10 

1133 
823 

8533 
5757 

256 

m 
® 

18.4  1511.6 

DOVER 

3745.9 
22.7 

T.  L.  Reece,  pres.  &  CEO 
L.  E.  Burns,  v-p 

1300 
760 

53 
19 

765 
670 

3754 
3368 

171 

lh 
m 

20.4 

41.3 

DRESSER 
INDUSTRIES 

5791.3 
13.8 

J.  J.  Murphy,  chmn.  &  CEO* 
D.  C.  Vaughn,  exec,  v-p 

'Left  office  11/1/95. 

1567 
874 

-10 
1 

0 
0 

5418 
2583 

146 

LH 

® 

16.5 

87.7 

FMC 

4509.8 
33.0 

R.  N.  Burt,  chmn.  &  CEO 
L.  D.  Brady,  pres. 

1359 
822 

16 
11 

0 
0 

5685 
2122 

137 

® 
Q] 

31.2 

-62.5 

INGERSOLL-RAND 

5729.0 
15.1 

J.  E.  Perella,  chmn.,  pres.  &  CEO 
J.  F.  Travis,  exec,  v-p 

1561 
766 

25 
25 

148 
80 

5326 
3027 

128 

IS 

m 

13.7 

68.4 

STANLEY 
WORKS 

2624  J, 
8.0 

R.  H.  Ayers,  chmn.,  pres.  &  CEO 
R.  A.  Hunter,  pres.  &  COO 

790 
481 

-17 
-14 

0 
0 

2431 
1409 

131 

m 
m 

12.8 

-42.9 

TYCO  INTL. 

4842  8 
15.7 

L.  D.  Kozlowski,  chmn.  &  CEO  2078 
R.  A.  Gilleland,  sr.  v-p*  2519 

•Joined  company  10/19/94;  resigned  7/10/95. 

49 
NA 

1375 
0 

5799 
NA 

175 

m 

NA 

11.7 

71.5 

16  INSTRUMENTS  ( 

INDUSTRIAL:  HIGH  TECH) 

HONEYWELL 

6731.3 
16.4 

M.  R.  Bonsignore,  chmn.  &  CEO 
D.  L.  Moore,  pres.  &  COO 

1256 
1086 

18 
11 

0 

747 

5612 
5776 

155 

® 

m 

16.5 

-26.8 

17  LEISURE  TIME  INDUSTRIES  (CONSUMER  PRODUCTS) 

CARNIVAL 

1998.1 
19.2 

M.  M.  Arison,  chmn.  &  CEO 
A.  K.  Lanterman,  pres. 

1214 
1078 

33 
4 

0 
0 

2820 
3238 

154 

m 
® 

19.5 

-5.5 

WALT  DISNEY 

12628.4 
19.6 

M.  D.  Eisner,  chmn.  &  CEO 
S.  M.  Litvack,  sr.  exec,  v-p 

'Excludes  $6  0  mil.  bonus  paid  in  restrictec 

8775* 
2247 

stock. 

9 
7 

5997 
0 

228439 
5222 

139 

LS 

® 

17.7 

12.7 

EASTMAN  KODAK 

14980.0 
24.4 

G.  M.  Fisher,  chmn.,  pres.  &  CEO 
W.  J.  Prezzano,  exec,  v-p 

'Includes  $2  mil  loan  forgiveness. 

4282 
1287 

10 
10 

6993* 
2888 

23996 
8014 

207 

a 
® 

17.5 

61.3 

HARLEY-DAVIDSON 

1350.5 
23.8 

R.  F.  Teerlink,  pres.  &  CEO 
J.  L.  Bleustein,  COO 

1026 
623 

-13 
7 

0 

539 

3214 
2355 

155 

m 
m 

17.9 

47.5 

MATTEL 

3638.8 
27.5 

J.  W.  Amerman,  chmn.  &  CEO             4220*       137  2612 
J.  E.  Barad,  pres.  &  COO                   3290*       142  2819 

'  Includes  $2  3  mil  &  $1.8  mil  (respectively)  in  exchange  for  cancelled  SARs 

17124 
12718 

193 

® 
a 

22.2 

4.2 

18  METALS  &  MINING  (RESOURCES) 

ALUMINUM  CO. 
OF  AMERICA 

12499.7 
18.0 

P.  H.  O'Neill,  chmn.  &  CEO 
A.  J.  Belda,  vice-chmn. 

2000 
1047 

38 
55 

8603 
1 

14533 
2865 

155 

a 

m 

9.7  3040.1 

CYPRUS  AMAX 
MINERALS 

3207.0 
4.4 

M.  H.  Ward,  chmn.,  pres.  &  CEO 
G.  J.  Malys,  sr.  v-p  &  CFO 

'Excludes  $280,010  salary  from  Amax  Gold 

2320* 
665 

45 
32 

1523 
368 

13486 
4183 

91 

m 
a 

5.1 

NA 

FREEPORT-McMORAN 
COPPER  &  GOLD 

1834.3 
64.8 

J.R.  Moffett,  chmn.  &CEO  1819* 
R.  C.  Adkerson,  exec,  v-p  850* 

'Excludes compensation  by  Freeport-McMoRan  Inc. 

NA 
NA 

104 
20 

NA 
NA 

137 

NA 
NA 

30.6 

122.6 

NEWMONT  MINING 

636.2 
13.9 

R.  C.  Cambre,  chmn.,  pres.  &  CEO 
W.  W.  Murdy,  sr.  v-p  &  CFO 

846 
384 

1 

16 

167 
178 

2157 
1431 

142 

m 
m 

12.0 

-19.5 

PHELPS  DODGE 

4185.4 
27.9 

D.  C.  Yearley,  chmn.,  pres.  &  CEO 
J.  S.  Whisler,  sr.  v-p 

1332 
613 

16 
13 

2070 
3389 

9575 
7333 

139 

® 
a 

16.5 

82.3 

REYNOLDS  METALS 

7213.0 
16.7 

R.G.  Holder,  chmn.  &CEO 
J.  J.  Sheehan,  pres.  &  COO 

1676 
934 

71 
69 

341 
0 

3571 
1783 

113 

m 
m 

0.6 

NA 

19  MISCELLANEOUS  MANUFACTURING  (INDUSTRIAL 

LOW  TECH) 

AVERY  DENNISON 

3113.9 
17.6 

C.  D.  Miller,  chmn.  &  CEO 
P.  M.  Neal,  pres.  &  COO 

1732 
1071 

12 
14 

0 

557 

6490 
3705 

185 

® 
® 

14.7 

76.5 

CORNING 

5346.1 
-2.5 

J.  R.  Houghton,  chmn.  &  CEO 
R.  G.  Ackerman,  pres. 

1195 
946 

-23 
-20 

471 
898 

5970 
4983 

91 

a 
® 

2.9 

-117.1 
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1 3/General  Accident  Insurance 

1 4  Kingston  Technology 
Corporation 

1 5/KLM  CARGO 

16/LIFE  -  Lite  &  Health  Insurance 
Foundation  lor  Education 

17/The  Manila  Hotel 

18/Marriott  Vacations  Brochure 

1 9/Mita  Copystar  America 

20/0mron  Corporation 

21 /Phillips  Petroleum 


22  Praxair 

23/RPS  (Roadway  Package 

Systems) 

24  Siemens 

25/Systemcorp 

26/ Toshiba  Copiers* Fax 

27/Toyota 

28/Unysis 

29/Yeilow  Freight  Systems,! 

Area  Developmei 

30/DUBAI  COMMERCE  &  TO 
PROMOTION  BOARD 


BusinessWeek 


Reader  Service  Area 


Check  out  the  latest  offerings  from 
Business  Week  advertisers  and  request 
information  via  the  Electronic  Reader 
Service  Area  on  Business  Week  Online. 
Participating  advertisers  include: 


Apple  Power  Macintosh  •  AT&T 
500#  Service  •  Baltimore  •  Fannie 
Mae  •  Kansas  City  •  Lexus  •  SAS 
Institute  •  Swiss  Air  •  United  Airlines 


Look  for  the  Electronic  Reader  Servict 
Area  behind  the  Offers  &  Info  icon  on 
the  Business  Week  Online  opening  sci 


For  more 
information 

PHONE 

1-800-3454331,  or 

FAX 

1-609-786-4415,  or 

MAIL 

the  post-paid  card 

Order  Code  #960422 


Please  Print 

Name  I  1 


J  BUSINESS     _l  HOME 


Zip 


□ 


_l  BUSINESS     J  HOME 


Business 

Address 
City 
State 

Telephone  I    I    i     I     I    I     I    1     I     I  I 

Please  check  one  response  for  each  following  question. 

1  What  is  your  company's  type  of  business? 

1  □  Agriculture   2  □  Mining,  Construction   3  □  Manufacturing,  Processing 
4  LI  Wholesale,  Retail  Trade  5  □  Finance,  Insurance,  Real  Estate 
6  □  Government   7  □  Transportation,  Public  Utilities  8  □  Service  Industries 
9  □  Other  -  Please  Specify: 

2  What  is  your  title? 

A  □  Chairman  of  the  Board   B  -I  President  C  □  Vice  President   D  □  Treasurer, 
Secretary   E  □  General  Manager   F  J  Division  Manager  G  □  Department  Manager 
H  □  Other  Manager   I  □  Student  J  □  Other  -  Please  Specify: 

3  How  many  employees  in  your  company  worldwide? 

1  □  Under  100  2  □  100-999  3  □  1,000-2,499 

4  □  2,500-4,999  5  □  5,000-9,999  6  □  10,000  or  more 


Business^ 


Beyond  news.  Intelli& 

Requests  will  be  h< 
until  June  24,1994 

Please  circle  adver 
numbers 

12     3  4 

6     7     8  9 

11    12    13  b 

16    17    18  1< 

21    22   23  2' 

26  27  28  29 

A  Oinsion  <>l The McGmwHillCm 


CUTIVE  COMPENSATION  SCOREBOARD 


ANY   EXECUTIVE   1995  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1994 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

ELL 

NATIONAL 

2179.7 
17.5 

C.  R.  Perrin,  chmn.  &  CEO* 
C.  E.  Kiernan,  pres.  &  COO 

*q,-,,  f^rA  i  rwi  id  a 

became  LLU  lU/l/y4. 

1097 
659 

29 
26 

0 

1718 

12922 
6201 

160 

a 
a 

15.8 

6.0 

a 
a 

BRAND 
TRIES 

1624.9 
12.0 

W.  A.  Hillenbrand,  pres.  &  CEO 
L.  M.  Smith,  sr.  exec,  v-p 

737 
580 

3 
16 

0 

n 
u 

4062 
3055 

90 

m 
a 

15.2 

-37.5 

n 
a 

STOOL 

! 

4152.2 
20.1 

J.  D.  Nichols,  chmn.  &  CEOt 

\AI    1    Par-roll    nroc    J?  rCrt* 

w.  J.  rdrreii,  pres.  &  Ltu 

•Became  CEO  9/1/95. 

1748 
687 

25 

27 

1413 

u 

7826 
3449 

186 

m 
m 

18.2 

40.5 

n 
® 

ON 
OLS 

8659.0 
14.6 

J.  H.  Keyes,  chmn.  &  CEO 
J.  M.  Barth,  exec,  v-p 

1331 
672 

3 
6 

932 
427 

5928 
2914 

163 

m 
® 

13.3 

50.0 

® 
® 

SOTA  MINING 

13460.0 
18.0 

L.  D.  DeSimone,  chmn.  &  CEO 

R.  A.  Mitsch,  vice  chmn.  &  exec,  v-p 

1332 
715 

9 

9 

915 
540 

7004 
3738 

142 

® 
® 

19.0 

-4.1 

m 
® 

I 

2498.4 
17.1 

W.  P.  Sovey,  vice-chmn.  &  CEO 
T.  A.  Ferguson,  Jr.,  pres.  &  COO 

1185 
898 

7 
10 

0 

U 

3275 
3684 

133 

in 
i 

17.1 

-9.9 

m 
a 

R-HANNIFIN 

3427.1 
18.8 

D.  E.  Collins,  pres.  &  CEO 
D.  W.  Sullivan,  exec,  v-p 

1347 
925 

25 
11 

492 
512 

3656 
3240 

184 

m 
m 

10.4 

176.4 

® 
a 

RMAID 

2344.2 
5.3 

W.  R.  Schmitt,  chmn.  &  CEO  1224* 
C.  A.  Carroll,  pres.  &  COO  620 

'Includes  $431,580  award  for  exceeding  stock  objective. 

-13 
-14 

863 
487 

6128 
2877 

85 

a 

B 

13.9 

-68.9 

a 
u 

NATURAL  RESOURCES  (RESOURCES) 

IDA  HESS 

7412.6 
13.3 

J.  B.  Hess,  chmn.  &  CEO*                  900  22 
W.  S.  Laidlaw,  pres.  &  COO                1574**  102 

•Became  CEO  5/3/95.  "Includes  $787,422  related  to  relocation. 

0 
0 

3360 
3947 

119 

pa 
a 

-6.9- 

-6066.3 

® 

) 

27066.0 
12.5 

H.  L.  Fuller,  chmn.,  pres.  &  CEO 
L.  D.  Thomas,  vice-chmn. t 

•1995  bonus  has  not  been  determined. 

890* 
541* 

^15 
-41 

0 

329 

5349 
3468 

161 

m 
m 

12.8 

91.2 

® 
® 

RKO 
LEUM 

434.0 
2.3 

R.  J.  Allison,  Jr.,  chmn.,  pres.  &  CEO 
C.  G.  Manley,  sr.  v-p-administration 

1825 
428 

16 
0 

75 
16 

6403 
2997 

187 

m 
m 

3.8 

-44.1 

a 
a 

ND 

11417.0 
3.9 

J.R.  Hall,  chmn.  &  CEO 
D.  J.  D'Antoni,  sr.  v-p 

887 

653 

-46 
8 

75 
0 

4207 
1969 

145 

m 
m 

9.8 

NA 

® 
® 

TIC  RICHFIELD 

15819.0 
20.3 

M.  R.  Bowlin,  pres.,  CEO  &  COO  1568 
R.J.  Arnault,  exec,  v-p  &  CFO  1166 

•Includes  $788,859  dividend  share  credits  paid. 

9 
-1 

7 

1061* 

4131 
5268 

111 

® 

13.1 

14.8 

® 
® 

4GT0N 
RCES 

872.5 
-12.6 

T.  H.  O'Leary,  chmn. 

B.  S.  Shackouls,  pres.  &  CEO* 

•Became  CEO  12/1/95. 

1425 
870 

-10 

22 

0 
70 

11080 
2413 

102 

a 
® 

1.1 

-259.7 

® 
® 

ON 

37082.0 
6.5 

K.  T.  Derr,  chmn.  &  CEO 
J.  D.  Bonney,  vice-chmn. t 

1721 
1077 

1 
8 

1958 
1072 

9506 
5459 

167 

® 
® 

9.0 

-59.8 

LH 

® 

AL 

10447.7 
9.8 

0.  S.  Wyatt,  Jr.,  chmn.  &  CEO 
D.  A.  Arledge,  pres.  &  CEO* 

•Became  CEO  10/5/95. 

1149 
923 

10 
31 

0 
86 

3251 
2256 

160 

[a 
m 

7.8 

NA 

m 
® 

OIL  &  GAS 

648.7 
12.5 

F.  E.  Hoglund,  chmn.,  pres.  &  CEO 
M.  G.  Papa,  pres. 

640 
401 

-10 
4 

1432 
270 

26742 
2311 

166 

® 
m 

13.8 

6.5 

a 
® 

107893.0 
15.9 

L.  R.  Raymond,  chmn.  &  CEO 
C.  R.  Sitter,  pres.t 

2493 
1485 

34 
8 

4567 
8127 

15083 
15762 

146 

a 
® 

14.8 

13.1 

® 
a 

64767.0 
13.2 

L.  A.  Noto,  chmn.,  pres.,  CEO  &  COO 
P.  J.  Hoenmans,  exec,  v-p 

1601 
1249 

14 
1 

1538 
2998 

8550 
11184 

193 

® 
® 

11.7 

72.6 

® 
a 

ENTAL 
LEUM 

10423.0 
12.6 

R.  R.  Irani,  chmn.,  pres.  &  CEO 
0.  R.  Laurance,  exec,  v-p 

3754 
1440 

10 
25 

2553 
442 

18116 
5002 

143 

® 
® 

3.4 

253.7 

a 
i 

PS 

LEUM 

13368.0 
14.7 

W.  W.  Allen,  chmn.  8.  CEO 
J.  J.  Mulva,  pres.  &  COOt 

1238 
703 

-22 
-24 

560 
267 

5068 
2642 

149 

m 
m 

13.4 

47.0 

i 
® 

0 

35551.0 
7.3 

A.  C.  DeCrane,  Jr.,  chmn.  &  CEO 
A.  J.  Krowe,  vice-chmn. 

1850 
1243 

21 
20 

1754 
1078 

9013 
6263 

147 

® 
a 

9.9 

-29.2 

a 
a 

IARATHON  GR0UP13871.0 

-3.0 

T.J.  Usher,  chmn.  &  CEO-USX  Corp.*    1580         53  1838 
V.  G.  Beghini,  v-chmn.                     1293         17  947 

•Became  CEO  7/1/95.  Compensation  also  listed  under  USX-U.  S.  Steel. 

NA 
5023 

125 

NA 
® 

NA 

NA 

NA 
NA 

VONBANK  FINANCIAL   (FINANCIAL  SERVICES) 

LIFE 
UALTY 

12978.0 
6.5 

R.  E.  Compton,  chmn.,  pres.  &  CEO 
R.  L.  Huber,  v-chmn. 

'Includes  $200,000  signing  bonus. 

2101 
1252 

95 
NA 

4498 
200* 

9947 
NA 

167 

® 
NA 

2.1 

NA 

a 

NA 

7190.6 
16.4 

D.  P.  Amos,  pres.  &  CEO 
P.  S.  Amos,  chmn. 

1784 
1925 

3 
-1 

0 
507 

10505 
7851 

162 

® 

a 

17.0 

-3.5 

a 
a 

NSON  (H.F.) 

4397.5 
13.1 

C.  R.  Rinehart,  chmn.  &  CEO 
F.  J.  Forster,  pres.  &  COO 

1611 
817 

25 
11 

1166 
469 

5504 
2897 

151 

LI 

® 

4.5 

157.7 

® 
® 

ATE 

22793.0 
16.4 

J.  D.  Choate,  chmn.  &  CEO 
E.  M.  Liddy,  pres.  &  COO 

1466 
1257 

170 
74 

521 
226 

3382 
NA 

NA 

NA 
NA 

11.6 

NA 

m 

NA 

CAN  EXPRESS 

15841.0 
19.3 

H.  Golub,  chmn.  &  CEO 
K.  1.  Chenault,  vice-chmn. 

2987 
1666 

-3 
32 

4907 
2312 

20417 
8333 

192 

a 
a 

19.9 

258.7 

® 
® 

EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY   EXECUTIVE   199S  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 

10TAL  ANNUAL  COMP. 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PR 

SALES:  $  MILLIONS 
ROE  % 

SAI  ARV 

&  BONUS 
$000 

la  OnHllUc. 

FROM 
1994 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

p u ft Mp C 

CHANbt 

IN  ROE 

% 

AMERICAN  GENERAL 

6452.0 
9.4 

n .  o.  nuuft,  (.Minn.  &  llu 

R.  M.  Devlin,  pres. 

1960 
861 

0 
28 

128 

11964 
3221 

135 

m 
® 

9.7 

-18.6 

AMERICAN  INTL. 
GROUP 

23801.0 
13.4 

M    O    f^raanhoro    /-hmn    ft.  PFfl 

ivi.  n.  uicciiDcrg,  ciiiiiii.  oc  ucu 
E.  E.  Matthews,  vice-chmn. -finance 

4150 
937 

11 

22 

737 

32184 
7985 

181 

m 
a 

13.1 

5.7 

AON 

3465.7 
10.5 

P.  G.  Ryan,  chmn.,  pres.  &  CEO 

H.  N.  Medvin,  exec,  v-p,  CFO  &  treas. 

1793 
790 

3U 
15 

0 

376 

4374 
2439 

149 

Pol 
|2j 

m 

12.6 

14.0 

BEAR  STEARNS 

4382.9 
17.1 

J.  E.  Cayne,  pres.  &  CEO 
A.  C.  Greenberg,  chmn. 

4230 
5828 

-45 
-47 

4383 
2513 

39100 
38828 

144 

HI 
® 

20.9 

-34.0 

BERKSHIRE 
HATHAWAY 

4277.4 
3.5 

W.  E.  Buffett,  chmn.  &  CEO  100 
M.  D.  Hamburg,  v-p  &  CFO  228 

'Includes  $224,100  in  director  fees  from  nonsubsidiary 

0 
11 

224* 

0 

942 
603 

273 

m 
LU 

m 

5.0 

-23.9 

CHUBB 

6074.4 
13.2 

D.  R.  O'Hare,  chmn.,  pres.  &  CEO 
P.  Chubb  III,  vice-chmn. 

2031 
936 

46 

52 

o. 

116 

5703 
2636 

115 

® 
® 

11.3 

-15.2 

CIGNA 

18955.0 
2.9 

W.  H.  Taylor,  chmn.  &  CEO 
J.  G.  Stewart,  exec,  v-p  &  CFO 

2447 
1302 

42 
31 

L  tO 

112 

7928 
4122 

192 

® 
® 

5.3 

-50.1 

CINCINNATI 
FINANCIAL 

1655.7 
9.5 

R.  B.  Morgan,  pres.  &  CEO 
J.  J.  Schiff,  Jr.,  chmn. 

975 
512 

y 
6 

165 
0 

A  Ci  1  Q 

4y  ty 
1905 

1 18 

Ffl 
I2J 

m 

10.1 

-5.0 

CNA  FINANCIAL 

14699.7 
12.3 

D.  H.  Chookaszian,  chmn.  &  CEO 
P.  L.  Engel,  pres. 

1593 
963 

28 
17 

0 
0 

4318 
2638 

116 

® 

6.0 

NA 

EQUIFAX 

1623.0 
38.8 

C.  B.  Rogers,  Jr.,  chmn.  &  CEOt  566* 

D.  W.  McGlaughlin,  pres.  &  COO  529* 
'Excludes  portion  of  bonus  paid  in  restricted  stock. 

2 
-5 

2917 
1445 

7302 
4610 

216 

m 

32.3 

17.1 

FIRST  USA 

NA 

27.6 

J.  C.  Tolleson,  chmn.  &  CEO 
R.  W.  Vague,  pres. 

1306 
903 

26 
39 

i  7/i n 
3494 

7700 
7011 

385 

□ 
m 

21.7 

201.5 

CD  A  hi  LO  IN 
r  KAN  KLIN 

RESOURCES 

ODO.O 

23.5 

C.  B.  Johnson,  pres.  &  CEO 
M.  L.  Flanagan,  sr.  v-p  &  CFO 

779 
1083 

c 
0 

3 

0 
600 

O  1  C  A 

16012 

147 

m 
HI 

ffl 

25.0 

-11.3 

GENERAL  RE 

7210.2 
12.4 

R.  E.  Ferguson,  chmn.  &  CEO 
J.  C.  Etling,  vice-chmn. t 

1535 
1130 

5 
11 

2017 
370 

9764 
3769 

139 

ffl 

LI 

13.4 

-10.8 

GOLDEN  WEST 
FINANCIAL 

2456.6 
10.7 

M.  0.  Sandler,  chmn.  &  CEO* 
H.  M.  Sandler,  chmn.  &  CEO* 

*Both  executives  hold  the  title  of  CEO. 

941 
941 

4 
4 

0 

5538 

5123 
10022 

130 

III 
ffl 

11.8 

-34.9 

PDCAT  IA/CCTCDW 

bntAI  WtoltKN 

FINANCIAL 

3566.4 
8.9 

J.  F.  Montgomery,  chmn.  &  CEO 
J.  F.  Maher,  pres.  &  COO* 

•Became  CEO  12/27/95. 

1659 
1119 

-1 
-6 

251 
0 

5163 
3254 

161 

® 
ffl 

7.0 

399.5 

pnrru  TDCC 

bKttN  IKtt 

FINANCIAL 

711.3 
27.8 

L.  M.  Coss,  chmn.  &  CEO 
R.  D.  Potts,  pres.  &  COO 

May  contain  preliminary  information. 

65580 
1183 

126 
34 

0 
0 

i nocoo 
lUobyj 

2156 

446 

Fcl 

B 

24.6 

17.7 

HOUSEHOLD 
INTERNATIONAL 

5144.4 
16.7 

W.  F.  Aldinger,  pres.  &  CEO 
D.  C.  Clark,  chmn. 

1858 
1548 

171 
-18 

0 

400 

NA 
7436 

213 

NA 

1 

15.0 

67.3 

JEFFERSON-PILOT 

1569.4 
12.7 

D.  A.  Stonecipher,  pres.  &  CEO 
K.  C.  Mlekush,  sr.  v-p 

1351 
552 

21 
15 

351 
114 

4010 
1694 

155 

m 
LU 

ffl 

12.9 

5.6 

LOEWS 

18677.4 
24.3 

P.  R.  Tisch,  co-chmn.  &  co-CEO  2169 
L.  A.  Tisch,  co-chmn.  &  co-CEO  862* 
'Excludes  $1.7  mil  salary  &  bonus  from  CBS  as  pres.  & 

12 
43 

CEO. 

26 
26 

6077 
2107 

133 

Lil 
11 

13.0 

NA 

marsh  &  Mclennan 

3770.3 
24.0 

A.J.  Smith,  chmn.  &  CEO 
L.  J.  Lasser,  pres. 

2237 
5820 

6 

-49 

4537 

9035 
29362 

106 

ffl 
® 

24.8 

-12.9 

MBIA 

462.2 
12.1 

D.  H.  Elliott,  chmn. 
R.  L.  Weill,  pres.t 

763 
559 

-16 
4 

OA  7  1 

100 

5134 
1768 

123 

® 
ffl 

14.3 

-11.0 

MERRILL  LYNCH 

21513.0 
19.7 

D.  P.  Tully,  chmn.  &  CEO 
D.  H.  Komansky,  pres.  &  COO 

5144 
4015 

6 
25 

1212 
969 

20423 
14015 

180 

in 
L4J 

ffl 

21.6 

-4.9 

MGIC  INVESTMENT 

622.8 
20.4 

W.  H.  Lacy,  pres.  &  CEO 
C.  S.  Culver,  exec  v-p 

887 
404 

31 
41 

1872 
615 

4110 
1576 

215 

HI 
ffl 

19.1 

18.4 

MORGAN  STANLEY 
GROUP 

NA 
NA 

R.  B.  Fisher,  chmn. 
J.  J.  Mack,  pres. 

'Pay  reflects  10  mos.  due  to  change  in  fisca 

4664* 
4597* 
1  year. 

77 
79 

7251 
4973 

25094 
22383 

150 

151 
LU 

NA 

NA 

PROGRESSIVE 

3011.9 
18.5 

P.  B.  Lewis,  chmn.,  pres.  &  CEO 
B.  W.  Marlow,  COO 

1720 
1227 

-17 
0 

OQ  1 

^y  i 
174 

6601 
4095 

170 

® 
® 

23.9 

-24.3 

PROVIDIAN 

3388.4 
12.5 

1.  W.  Bailey  II,  chmn.  &  CEO 
S.  J.  Mehta,  pres.  &  COO 

1289 
918 

8 
13 

1158 
421 

7083 
4292 

120 

Pal 

L3J 

11 

13.3 

-21.6 

SAFECO 

3722.7 
10.0 

R.  H.  Eigsti,  chmn.,  pres.  &  CEO 
B.  A.  Dickey,  exec,  v-p  &  CFO 

715 
429 

19 
11 

634 
313 

3463 
2038 

130 

Lil 

ffl 

12.2 

-21.2 

SALOMON 

8933.0 
10.5 

R.  E.  Denham,  chmn.  &  CEO              1000  0 
R.  H.  Mundheim,  exec,  v-p                 1138*  9 

"Includes  $888,000  guaranteed  bonus  under  employment  contract. 

0 

415 

4070 
4217 

98 

LU 

ffl 

5.4 

-23.9 

SCHWAB  (CHARLES) 

1419.9 
27.8 

C.  R.  Schwab,  chmn.  &  CEO 

D.  S.  Pottruck,  pres.  &  COO 

9406 
6593 

187 
399 

Q 

5402 

15869 
16291 

352 

ffl 
ffl 

29.9 

-11.5 

ST.  PAUL 

5409.6 
14.7 

D.  W.  Leatherdale,  chmn.,  pres.  &  CEO  1368 
P.  A.  Thiele,  exec,  v-p  8.  CFO  764 

6 
10 

214 
178 

4615 
2833 

156 

ffl 
ffl 

14.9 

NA 

?ERICA 

1135.4 
18.5 

E.  Broad,  pres.  &  CEO 
M.  Fowler,  v-p 

2222 
3056 

18 
78 

4201 
663 

26813 
7262 

277 

ffl 
ffl 

18.4 

33.0 
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•CUTIVE  COMPENSATION  SCOREBOARD 


1995                                                                          TOTAL  ANNUAL  CQMP.             LONG-  PAY  VS  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS                                                                  SALARY        %  CHANGE       TERM  TOTAL        $  VALUE  CHANGE 

ROE  %                                                                       &  BONUS          FROM         COMP  COMP        OF  $100  ROE       IN  ROE 

$000             1994           $000  $000        INVESTED  RATING  %           %  RATING 

HMARK              2090.6     R.  K.  Richey,  chmn.  &  CEO               1848         ^5            0  5922       85  gj  19.4   -27.2  W 

17.1     J.P.Bryan,  pres.  &  CEO-Gulf  Canada    1134*        85            0  2461  tU  g) 
'Compensated  by  Gulf  Canada. 

SAMERICA          6101.1     F.  C.  Herringer,  chmn.,  pres.  &  CEO      1684         10        425  6040      164  g]  14.1       1.7  g) 

__1L4  _AA  ?Ln^Ax!c_- *"P_  _                 __10_15  _        1  488_  _3??3_  :_j|L_  _IS 

■LERS              16583.0     S.  I.  Weill,  chmn.  &  CEO                  5607         44     44233  114818      267  g]  13.6    -25.6  g] 

14.1     R.F.Greenhill,  chmn.  &  CEO-Smith  Barney  12027        137            3*  43187  g]  gl 
"Includes  $3.0  mil  severance  payment  (resigned  1/15/96). 

f                     4122.9     J.  F.  Orr  III,  chmn.  &  CEO                    940          50         446  5740      109  gj  12.1      -9.2  gl 

13.4     R.  W.  Crispin,  exec,  v-p                      731         NA       1341*  NA  NA  NA 

•Includes  $464,849  in  relocation  expenses.  


OFFICE  EQUIPMENT  &  COMPUTERS  (INDUSTRIAL:  HIGH  TECH) 

ICA                   707.9     S.  M.  Case,  pres.  &  CEO  200         24       2679  6944  1026       ffl  6.7    -91.7  M 

E                        JLO  __M  j^  _C?nno_rsJ  sr.  v-p                      _2_18  21  _1265_  _  2254  _ffl_  _JQ 

!  COMPUTER      11378.0     M.  H.  Spindler,  pres.  &  CEO*  1425         53       2088  6595  56        L3  7.8    -75.3  gj 

6.0     I.  Diery,  exec,  v-p  791         31       1566**  3941  g]  g] 

•Left  office  2/1/96.  "Includes  $631,177  severance  package  (resigned  4/19/95). 

MATlc  DATA        3165.7     j"s.  Weston,  chmn.  8.  CEO  1200         12       6992  18727  143        gl  19.4     -5.0  H 

LSS|NA_            •  18.8    A.F.  Weinbach,  pres.  &COO  _A8A_     _10___'1205_  _5787  _  ._@L_ 

1727.9     A.  K.  Ludwick,  pres.  &  CEO  440         -5            0  1461  328        LH  26.6     53.8  □ 

°^KA_               23.1  _ A-y-_S_chmidt'_ex?cj^_PL  _43A_  __A  _     __0_  _1473_  _a_  □ 

I  SYSTEMS         2567.8     J.  T.  Chambers,  pres.  &  CEO*  394         14       8489  36587  380        gl  36.1       1.9  E 

35.0     D.  A.  LeBeau,  sr.  v-pt  346        -17       3942  8724  g]  g] 
_*fecame  CEO_l/3 1/95  _  _ 

AQ                 14755.0     E.  Pfeiffer,  CEO  3625        -28      12493  33310  295        g]  19.4     61.0  g] 

UTEA_        _A7A  _AA!imac'_sL-AP__  AA70  _  __17    41?*L  __2^?83__  __gj_  _a 

UTER               3196.2     C.  B.  Wang,  chmn.  &  CEO  5585        -17       3057*  19071  424        g]  16.9-138.2  g] 

CIATESINTL.           -8.9     S.  Kumar,  pres.  &  COO  3317         59       4918*  12139  g]  gl 
•Restricted  stock  awards  subject  to  shareholder  approval. 

(E                    1858.0     H.V.  Haverty,  chmn.,  pres.  &  CEO  847           0            0  3203  71        1  15.5   -53.0  gl 

11.5    J.  A.  Blanchard  III,  pres.  &  CEO  697*        NA         769  NA  NA  NA 

•Joined  company  and  became  CEO  5/1/95.  Includes  $250,000  signing  bonus. 

\L  EQUIPMENT  14439.8     R.  B.  Palmer,  chmn.,  pres.  &  CEO  1275         42         400*  3322  190        gl  -19.8       NA  0D 

10.3     E.  Pesatori,  v-pt  902         31         312*  2861  g]  [TJ 
•Includes  restricted  stock  granted  after  end  of  fiscal  year. 

DATA               4081.2     H.  C.  Duques,  chmn.  &  CEO  502         19            0  1362  196        H  11.3-126.1  M 

-4.6     C.  T.  Fote,  exec,  v-p  454*        75            0  1224  H  gl 

•Excludes  portion  of  bonus  paid  in  stock  options. 

ETT-PACKARO    335oYo     L  E.  Piatt, ~chmn.,  pres.  &  CEO  1531         30       2101  8380  245        gl  17.1     82.2  M 

- AA4.. AAw^ymP^Ax?cj^PA^F0__  _A°A_  __18  _13ZA  ^9?2__  _J1_  _M 

!MIX                  709.0     P.  E.  White,  chmn.,  pres.  &  CEO  822         20       5598  18403  331        g]  25.3    -30.9  g] 

24.9     H.  H.  Graham,  sr.  v-p-finance  444         25       3020  8354  g]  g] 
May  contain  data  from  a  preliminary  source. 

71940.0     L.V.  Gerstner,  Jr.,  chmn.  &  CEO  4775           4       8452  33289  188        gl  -3.6       NA  M 

19.2  _  _N- A -a-U-e-n--C-h-     -?  -  _A24A_   _A6  __J745  _f?i°_  __P  E 

DSOFT               7419.0     W.  H.Gates  III,  chmn.  &  CEO  416         -9            0  1291  206        E  NA       NA  NA 

29.7     R.  J.  Herbold,  exec,  v-p  &  COO  740*        NA          93  NA  NA  NA 
•Includes  $250,000  signing  bonus. 

II  1985.9     R.  J.  Frankenberg,  chmn.  &  CEO  813         -3            0  NA  50       NA  9.2    -36.3  NA 

_ A6A_ A^-_|y!a_r?n_gi'_e^eciv_"P-  _A5A_  .A1  _144_  A??A_  _S[ 

LE                   3479.1     L.J.  Ellison,  chmn.,  pres.  &  CEO  3343         39      10800  18703  448        gl  35.8     21.6  gj 

_3_2^6___R_.J._Lane,_exec_v-p__  _A127__  -_7A_..5^35_  __10273  _  _J?  _P_ 

METRIC               440.9     S.  C.  Walske,  chmn.  &  CEO  800         10       5390  26058  251        g)  26.2    -18.5  g) 

NoioGY          AA8_  AAit!a.rliioniPr?sj  ACA°_-       __75?  A5  617_  _A147_A  M.  _j2 

HEX                   294.9     B.  T.  Golisano,  chmn.,  pres.  &  CEO  500         14            0  1314  322        UJ  26.8     13.9  M 

A6A  ATAar,en2?x_e5_Y:P  _  _A8A_  _AX__      9_  NA.  ^  _  __NA 

iY                    3554.8     G.B.Harvey,  chmn.,  pres.  &  CEO  1918         38       4064  12344  126        gl  19.5       4.2  g] 

:s              _  i9A__MA?lit?,iiL*ice"chm_nA         __l°_5P  A5  3*?L  _39A_  _JL  _P_ 

ATE  TECHNOLOGY  5493.4     A.  F.  Shugart,  chmn.,  pres.,  &  CEO  1498         26       4710  13795  242        g)  19.2    197.6  M 

_ A:A_ A _Liw?'iei !1e? ??Kcf9--  _A°AL_  __3A___Ai9_  51°A_  _® 

DN  GRAPHICS      2497.2     E.  R.  McCracken,  chmn.  &  CEO  1446         15            0  6663  193        gl  15.6       NA  0Q 

_ A6A_ AAAeL^°i4.kiPr5^AA°A_  _A2_5A_  _A7  _18Z?_  __10410__  _S_  _P 

6389.8     S.  G.  McNealy,  chmn.,  pres.  &  CEO      3000        147       1020  7473  271        gl  14.9     98.7  gj 

°_S^?TEMA_     _  A3A  _  A-J  Aan^e_r'_p_re_si_              _A°?  A1  i76_  3958  _  __P_  ® 

I                       1871.5     E.  A.  Benhamou,  pres.  &  CEO  522           9       5699  9327  630        g]  12.8     44.2  M 

_A1A_AA^n°£c_ni°i.lr-j!.?xH-*'J?_  3_74__     _1_1  8335  _  __1238A_  _J?  ® 

X                    15603.0     P.  A.  Allaire,  chmn.  &  CEO  4251          25       1795  15067  184        gl  13.0        NA  M 

28.7     B.  D.  Romeril,  exec,  v-pt  1463        -25       1006  5666  g]  g] 
May  contain  data  from  a  preliminary  source. 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 

EXECUTIVE 

1995  COMPENSATION 

1993-95  PAY-PERFORMANCE  ANALYSIS 

1995 

TOTAL  ANNUAL  COMP.             |  ONR- 

PAY  VS  SHAREHOLDER  RETURN             PAY  VS  CORPORATE  PROF 

SALES:  $  MILLIONS 

ROE:  % 

SALARY        %  CHANGE  TERM 
&  BONUS          FROM  COMP 
$000             1994  $000 

TOTAL        $  VALUE  CHANGE 
COMP        OF  $100                        ROE       IN  ROE 
$000        INVESTED      RATING            %           %  R 

23  OIL  SERVICE  &  SUPPLY  (RESOURCES) 


BAKER  HUGHES 

2725.2 
8.1 

J.  D.  Woods,  chmn.  &  CEO 
M.  L.  Lukens,  pres.  &  COO 

1556 
903 

12 
25 

1155 
1636 

7713 
4501 

131 

® 
® 

6.1 

NA 

SCHLUMBERGER 

7621.7 
13.1 

D.  E.  Baird,  chmn.  &  CEO 
V.  E.  Grijalva,  exec,  v-p 

2100 
985 

31 
19 

1313 
579 

6888 
3520 

128 

® 
® 

12.7 

-16.4 

24  PAPER  &  FOREST  PRODUCTS  (RESOURCES) 

GEORGIA-PACIFIC 

14292.0 
28.9 

A.  D.  Correll,  chmn.  &  CEO 
W.  E.  Babin,  exec,  v-p 

2467 
1036 

-33 
55 

0 
0 

10015 
2700 

118 

a 
® 

13.5 

NA 

INTL.  PAPER 

19821.0 
15.2 

J.  A.  Georges,  chmn.  &  CEOt 
J.T.  Dillon,  pres.  &  COO* 

•Became  CEO  4/1/96. 

2335 
1090 

13 
36 

1134 
2509 

8975 
5788 

122 

a 
a 

8.8 

562.4 

KIMBERLY-CLARK 

13788.6 
0.9 

W.  R.  Sanders,  chmn.  &  CEO 
J.  G.  Grosklaus,  exec,  v-p 

1649 
773 

44 
42 

0 
0 

4326 
2432 

153 

® 
m 

14.1 

-94.2 

WESTVACO 

3279.5 
14.0 

J.  A.  Luke,  Jr.,  pres.  &  CEO 
D.  L.  Luke  III,  chmn. 

983 
645 

40 
-14 

0 

2846 

2383 
6974 

131 

m 

LH 

7.5 

82.8 

WEYERHAEUSER 

11788.0 
17.8 

J.  W.  Creighton,  Jr.,  pres.  &  CEO 
R.  C.  Gozon,  exec,  v-pt 

1556 
724 

18 
131 

767 
0 

5024 
NA 

128 

i 

NA 

14.9 

74.5 

WILLAMETTE 
INDUSTRIES 

3873.6 
27.9 

S.  R.  Rogel,  pres.,  CEO  &  COO 
W.  Swindells,  chmn.  &  CEOt 

623 
547 

23 
-11 

136 
681 

1820 
2936 

144 

m 
m 

16.5 

298.1 

25  PERSONAL  CARE  PRODUCTS  (CONSUMER  PRODUCTS) 

AVON  PRODUCTS 

4492.1 
167.7 

J.  E.  Preston,  chmn.  &  CEO 
E.  J.  Robinson,  pres.  &  COO 

991 
1004 

-6 

-3 

0 
0 

2963 
3226 

146 

m 
m 

130.0 

197.6 

CLOROX 

2078.6 
22.9 

G.C.Sullivan,  chmn.  &  CEO              1157*        19        415  4981 
N.  P.  DeFeo,  group  v-p                        671*        25           67  NA 
*Bonus  excludes  $93,466  &  $56,592  (respectively)  stock  premium  paid  in  restricted  stock. 

166 

m 

NA 

20.6 

58.5 

COLGATE- 
PALMOLIVE 

8358.2 
9.1 

R.  Mark,  chmn.  &  CEO 

W.  S.  Shanahan,  pres.  &  COO 

1985 
1173 

-16 
-10 

13083 
657 

35264 
11308 

134 

® 

m 

22.9 

-48.2 

GILLETTE 

6794.7 
33.4 

A.  M.  Zeien,  chmn.  &  CEO 
M.  C.  Hawley,  pres.  &  COOt 

2425 
908 

21 
43 

2922 
1239 

13249 
3523 

188 

® 
® 

32.7 

-4.0 

PROCTER  &  GAMBLE 

34923.0 
24.4 

E.  L.  Artzt,  chmn.  &  CEOt 
J.  E.  Pepper,  chmn.  &CEO 

*1995  bonus  estimated. 

2874* 
961 

26 
-40 

1108 
1615 

15533 
8743 

162 

a 
® 

17.0 

23.2 

26  PUBLISHING,  RADIO  &  TV  BROADCAST 

(SERVICE) 

COX 

COMMUNICATIONS 

1286.2 
4.5 

J.  0.  Robbins,  pres.  &  CEOt 

B.  R.  Elson,  exec,  v-p-operationst 

755 
475 

4 

38 

1597 
355 

4816 
1834 

NA 

NA 
NA 

6.1 

NA 

DOW  JONES 

2283.8 
11.8 

P.  R.  Kann,  chmn.  &  CEO 
K.  L.  Burenga,  pres.  &  COO 

1125 
830 

7 
8 

524 
364 

5652 
4000 

157 

® 
® 

11.3 

44.9 

DUN  &  BRADSTREET 

5415.1 
27.1 

R.  E.  Weissman,  chmn.  &  CEO 
E.  A.  Bescherer,  Jr.,  exec,  v-p 

1632 
828 

10 
6 

1332 
828 

8514 
4654 

125 

a 
a 

37.8 

5.7 

GANNETT 

4006.7 
23.6 

J.  J.  Curley,  chmn.,  pres.  &  CEO 
D.  H.  McCorkindale,  v.-chmn.  &  CFO 

1660 
1442 

6 
7 

1195 
464 

6466 
4360 

129 

® 
® 

23.3 

8.0 

KNIGHT-RIDDER 

2751.8 
15.1 

P.  A.  Ridder,  pres.* 
P.  J.  Tierney,  v-pt 

•Became  CEO  3/24/95. 

798 
614 

-4 
31 

341 
0 

2823 
1520 

115 

® 
® 

13.6 

21.9 

McGRAW-HILL 

2935  3 
21.9 

J.  L.  Dionne,  chmn.  &  CEO 
H.  W.  McGraw  III,  pres.  &  COO 

1594 
982 

-1 
2 

1413 
744 

7171 
4155 

153 

® 
® 

15.2 

30.2 

NEW  YORK  TIMES 

2409.4 
8.4 

A.  0.  Sulzberger,  chmn.  &  CEO 
L.  R.  Primis,  pres.  &  COO 

1378 
1132 

1 
3 

198 
166 

4502 
3397 

119 

® 
® 

7.5 

NA 

READER'S  DIGEST 

3151.2 
39.1 

J.  P.  Schadt,  pres.  &  CEO* 
G.  V.  Grune,  chmn.t 

•Became  CEO  8/1/94. 

1049 
1141 

-1 
-47 

954 
2432 

4768 
9220 

103 

® 
m 

35.9 

51.9 

SCRIPPS  (E.W.) 

1030.1 
8.1 

L.  A.  Leser,  chmn.  &  CEO 
W.  R.  Burleigh,  pres.  &  COO 

1215 
683 

4 
7 

0 
0 

3341 
2020 

165 

m 
® 

11.5 

-44.4 

TELE-COMMUNICATIONS-  685 1 .0 
TCI  GROUP  -4.4 

J.  C.  Malone,  pres.  &  CEO 
B.  Magness,  chmn. 

850 
850 

3 

2 

18 
18 

2533 
2503 

117 

a 

m 

-1.1 

NA 

TIME  WARNER 

8067.0 
-4.8 

G.  M.  Levin,  chmn.  &  CEO 
R.  D.  Parsons,  pres. 

5204 
2917 

0 
NA 

0 
0 

15538 
NA 

133 

m 

NA 

-11.5 

NA 

TIMES  MIRROR 

3448.3 
-28.0 

M.  H.  Willes,  pres.  &  CEO* 

R.  F.  Erburu,  chmn.,  pres.  &  CEOt 

•Became  CEO  6/1/95. 

2033 
1008 

NA 
-48 

595 
965 

NA 
5071 

144 

NA 

-4.3 

-937.9 

TRIBUNE 

2244.7 
17.9 

J.  W.  Madigan,  pres.  &  CEO* 
C.  T.  Brumback,  chmn.  &  CEOt 

•Became  CEO  5/30/95. 

1201 
1048 

41 

-18 

1757 
2892 

7175 
9199 

134 

® 

a 

17.3 

32.1 

WASHINGTON  POST 

1719.4 
16.8 

D.  E.  Graham,  chmn.  &  CEO 
A.  G.  Spoon,  pres.  &  COO 

400 
830 

0 
10 

584 
637 

1989 
2994 

128 

m 
a 

15.3 

30.3 
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CUTIVE  COMPENSATION  SCOREBOARD 


ANY  EXECUTIVE   1995  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 

1995  TOTAL  ANNUAL  COMP  LONG-  PAY  VS  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS  SALARY        %  CHANGE       TERM  TOTAL        $  VALUE  CHANGE 

ROE:  %  &  BONUS  FROM         COMP  COMP        OF  $100  ROE       IN  ROE 

$000  1994  $000  $000        INVESTED      RATING  %  %  RATING 


RAILROADS  (TRANSPORTATION) 


HGTON 

ERN  SANTA  FE 

6183.0 
3.5 

G.  Grinstein,  chmn.t 

R.  D.  Krebs,  pres.  &  CEO*t 

•Became  CEO  9/1/95. 

2520 
790 

47 
11 

846 
6928 

8186 
9601 

188 

® 

m 

14.0 

-83.5 

® 

10504.0 
14.6 

J.  W.  Snow,  chmn.,  pres.  &  CEO  1384* 
G.  L.  Nichols,  exec,  v-p  &  COOt  806 

'Excludes  portion  of  bonus  paid  in  restricted  stock. 

-29 
71 

3474 
536 

13711 
2874 

140 

® 
m 

14.4  2067.1 

i 
® 

LK 
ERN 

4668.0 
14.8 

D.  R.  Goode,  chmn.,  pres.  &  CEO  1508 
J.  R.  Turbyfill,  vice-chmn.  996 

*1995  long-term  incentives  have  not  been  determined. 

-7 
-16 

144* 
516* 

5411 
5352 

139 

® 
® 

13.7 

12.5 

® 
® 

PACIFIC 

7486.0 
9.7 

D.  Lewis,  chmn.  &  CEO 
R.  K.  Davidson,  pres  &  COO 

2690 
1589 

6 
12 

0 
0 

8091 
8797 

121 

a 
m 

14.3 

-38.0 

a 
a 

RETAILING  (FOOD)  (SERVICE) 

rsoN's 

12585.0 
23.8 

G.  G.  Michael,  chmn.  &  CEO 
J.  B.  Carley,  pres.  &  COO 

May  include  preliminary  information. 

1031 
888 

-3 
-1 

606 
2305 

4203 
6755 

135 

i 
a 

24.3 

19.8 

® 
® 

AY 

16397.5 
43.3 

S.  A.  Surd,  pres.  &  CEO 
K.  W.  Oder,  exec,  v-p 

1356 
883 

7 
2 

0 
0 

3714 
2641 

396 

m 
m 

38.1 

6.9 

m 
m 

DIXIE  STORES 

12567.2 
18.3 

A.  0.  Davis,  chmn.  &  CEO 
J.  Kufeldt,  pres. 

718 
718 

0 
0 

0 

316 

2184 
4295 

102 

m 
a 

20.9 

-19.6 

m 
a 

RETAILING  (NONFOOD)  (SERVICE) 

ONE 

1881.4 
20.2 

J.  R.Hyde  III,  chmn.  &  CEO 
T.  S.  Hanemann,  pres. 

1053 
613 

-9 
-3 

0 
1 

34439 
3978 

147 

in 
® 

21.4 

-10.0 

a 
® 

ML 

H 

8180.3 
13.5 

R.  D.  Walter,  chmn.  &  CEO 
J.  C.  Kane,  pres.  &  COOt 

942 
729 

-4 
-4 

0 
0 

3313 
3226 

228 

® 

NA 

-1.1 

NA 
NA 

r 

34654.0 
-9.4 

F.  Hall,  chmn.,  pres.  &  CEO*t  1660 
R.  J.  Floto,  exec,  v-pt  603 

•Became  CEO  6/4/95.  May  include  preliminary  information 

NA 
100 

6388 

0 

NA 
NA 

39 

NA 
NA 

-4.7 

-170.1 

NA 
NA 

IE 

9689.1 
-41.6 

S.  P.  Goldstein,  chmn.  &  CEO 
H.  Rosenthal,  pres.  &  COO 

1050 
788 

-32 
-24 

0 
0 

4864 
NA 

66 

11 
NA 

-5.1 

-710.3 

LH 
NA 

TROM 

4206.3 
11.9 

R.  A.  Johnson,  co-chmn. 
J.  J.  Whitacre,  co-chmn. 

345 
346 

-45 
-45 

87 
0 

1670 
1277 

108 

m 
m 

13.0 

-8.3 

m 
m 

COSTCO 

18600.9 
13.8 

J.  D.  Sinegal,  pres.  &  CEO 
E.  B.  Maron,  Jr.,  exec,  v-pt 

306 
342 

2 
-4 

0 
0 

7105 
1061 

NA 

NA 
NA 

10.9 

-9.1 

a 
m 

,  ROEBUCK 

34925.0 
25.1 

E.  A.  Brennan,  chmn.  &  CEOt            3098         87  13252** 
A.  C.  Martinez,  chmn.  &  CEO*            2197           6  3034 
•Became  CEO  8/10/95.  "Includes  $4,866,630  in  retirement  severance. 

22675 
9736 

197 

a 
a 

20.6 

NA 

i 
m 

ES 

3068.1 
13.0 

T.  G.  Sternberg,  chmn.  &  CEO 
M.  E.  Hanaka,  pres.  &  COO 

May  contain  data  from  a  preliminary  source. 

704 
571 

8 
41 

0 
0 

2553 
NA 

199 

m 

NA 

10.8 

99.8 

m 

NA 

IEEN 

10682.3 
18.1 

C.  R.  Walgreen  III,  chmn.  &  CEO 
L.  D.  Jorndt,  pres.  &  COO 

1422 
1032 

16 
21 

492 
360 

4927 
3453 

142 

® 
® 

17.9 

1.0 

1 
® 

SERVICE  INDUSTRIES  (SERVICE) 

YING-FERRIS 

5917.3 
13.6 

W.  D.  Ruckelshaus,  chmn.  &  CEO 
B.  E.  Ranck,  pres.  &  COO* 

•Became  CEO  10/1/95. 

1716 
1008 

36 
38 

591 
0 

5471 
2944 

120 

® 
® 

12.8 

13.0 

® 
® 

IBIA/HCA 
HCARE 

17695.0 
15.7 

R.  L.  Scott,  pres.  &  CEO                   1215*        -1  870 
D.  T.  Vandewater,  COO                      902*        15  273 
•Excludes  $870,000  and  $273,000  (respectively)  bonus  paid  in  restricted  stock. 

4032 
8951 

240 

® 
a 

15.7 

60.8 

® 

a 

ONNELLEY 

S 

6511.8 
13.7 

J.  R.  Walter,  chmn.  &  CEO 
J.  P.  Ward,  exec,  v-pt 

1491 
581 

11 
28 

3509 
990 

8436 
2523 

126 

a 
® 

12.3 

8.3 

a 
® 

9189.0 
17.0 

K.  L.  Lay,  chmn.  &  CEO 
R.  D.  Kinder,  pres.  &  COO 

2650 
1841 

7 
13 

5358 
1669 

26598 
11681 

174 

® 
® 

15.3 

27.9 

a 
® 

AL  EXPRESS 

9802.6 
13.0 

F.  W.  Smith,  chmn.,  pres.  &  CEO 
W.  J.  Razzouk,  exec.  v-p*t 

•Resigned  2/1/96. 

1312 
699 

9 

-26 

0 
164 

3133 
2659 

136 

m 
m 

12.3 

98.4 

® 
® 

9644.2 
16.1 

L.  G.  McCraw,  chmn.  &  CEO 
H.  K.  Coble,  vice-chmn. 

1756 
794 

16 
7 

508 
541 

9393 
5907 

162 

® 
a 

15.9 

4.8 

® 
a 

NE  PARTS 

5261.9 
18.7 

L.  L.  Prince,  chmn.  &  CEO 
T.  C.  Gallagher,  pres.  &  COO 

1012 
711 

5 
5 

411 
214 

3756 
2563 

131 

® 
® 

18.5 

5.3 

® 
® 

GRAINGER 

3276.9 
15.8 

R.  L.  Keyser,  pres.  &  CEO 
J.  D.  Fluno,  vice-chmn. 

1186 
1012 

3 

-12 

0 

1763 

3219 
4851 

114 

® 
a 

14.7 

7.4 

® 
a 

HSOUTH 

1556.7 
14.4 

R.  M.  Scrushy,  chmn.  &  CEO 
J.  P.  Bennett,  pres.  &  COO 

6738 
972 

110 
60 

646 
116 

13324 
2415 

221 

a 
m 

9.7 

40.7 

a 
® 

NA 

4672.0 
15.5 

D.  A.  Jones,  chmn.  &  CEO 
W.  T.  Smith,  pres.  &  COO 

1537 
1203 

-21 
-18 

685 

0 

8876 
5953 

NA 

NA 
NA 

14.1 

NA 

NA 
NA 

EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 


EXECUTIVE 


1995  COMPENSATION 


1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 


TOTAL  ANNUAL  COMP 


SALES:  $  MILLIONS 
ROE  % 


SALARY 
&  BONUS 
$000 


LONG- 
%  CHANGE  TERM 
FROM  COMP. 
1994  $000 


PAY  VS  SHAREHOLDER  RETURN 
TOTAL        $  VALUE 
COMP        OF  $100 
$000        INVESTED  RATING 


PAY  VS.  CORPORATE  PROI 
CHANGE 
ROE       IN  ROE 

%  %  R 


MANOR  CARE 

1 186.2 
12.4 

S.  W.  Bainum,  Jr.,  chmn.,  pres.  &  CEO 
R.  C.  Hazard,  Jr.,  co-chmn. 

916 
561 

25 
8 

0 
0 

2417 
1561 

151 

d 

m 

14.1 

-28.2 

PACIFICARE 
HEALTH  SYSTEMS 

4020.5 
15.1 

A.  R.  Hoops,  pres.  &  CEO 
J.  Folick,  exec,  v-p  &  COOt 

928 
600 

10 
39 

2359 
411 

6297 
2225 

194 

a 
a 

18.4 

-31.1 

TENET 

HEALTHCARE 

4671.2 
16.3 

J.  C.  Barbakow,  chmn.  &  CEO 
M.  H.  Focht,  pres.  &  COO 

1600 
1010 

-14 
-10 

0 
0 

NA 
4415 

170 

NA 

a 

14.2 

79.0 

WMX 

TECHNOLOGIES 

10247.6 
13.2 

D.  L.  Buntrock,  chmn.  &  CEO             3630  40 
P.  B.  Rooney,  pres.  &  COO*               2369  17 
'Some  compensation  also  listed  under  Wheelabrator  Technologies. 

0 
0 

7708 
9781 

79 

a 

® 

13.8 

-38.1 

31   STEEL  (INDUSTRIAL:  LOW  TECH) 

NUCOR 

3462.0 
21.0 

F.  K.  Iverson,  chmn.  &  CEO 
J.  D.  Correnti,  pres.  &  COO 

1163 
874 

1 
1 

946 
669 

5441 
3566 

147 

EB 
1 

18.3 

107.9 

USX-U.  S.  STEEL  GROUP  6456.0 
20.9 

T.  J.  Usher,  chmn.  &  CEO-USX  Corp.*   1580         53  1838 
C.A.  Corry,  chmn.  &  CEO-USX  Corp.t    1244       -43  0 

*Became  CEO  7/1/95.  Compensation  also  listed  under  USX-Marathon  Group. 

5975 
5654 

99 

a 
a 

NA 

NA 

32  TELECOMMUNICATIONS  (TELECOMMUNICATIONS) 

ALLTEL 

3109.7 
18.3 

J.  T.  Ford,  chmn.,  pres.  &  CEO 
F.  X.  Frantz,  sr.  v-p 

1235 
477 

0 
10 

234 
102 

4453 
1526 

135 

a 
a 

17.3 

4.7 

AMERITECH 

13427.8 
28.6 

R.  C.  Notebaert,  pres.  &  CEO 
0.  G.  Shaffer,  exec,  v-p  &  CFOt 

1968 
838 

28 
372 

460 
29 

5984 
NA 

132 

m 

NA 

22.4 

48.7 

AT&T 

79609.0 
0.8 

R.  E.  Allen,  chmn.  &  CEO 
V.  A.  Pelson,  v-p 

3258 
1492 

-15 
-19 

2515 
2528 

15568 
8673 

135 

LH 

a 

18.6 

-96.0 

BELL  ATLANTIC 

13429.5 
28.1 

R.  W.  Smith,  chmn.  &  CEO 
J.  G.  Cullen,  vice-chmn. 

1914 
947 

19 

23 

263 
288 

6639 
3028 

146 

i 
a 

23.1 

58.8 

BELLSOUTH 

17886.0 
13.2 

J.  L.  Clendenin,  chmn.,  pres.  &  CEO 
F.  D.  Ackerman,  vice-chmn.  &  COO 

1568 
1030 

6 
19 

2735 
1187 

7612 
3974 

186 

a 
a 

12.0 

10.0 

DSC 

COMMUNICATIONS 

1422.0 
17.1 

J.L.Donald,  chmn.,  pres.  &  CEO  5595* 
G.  F.  Montry,  sr.  v-p  &  CFO  1130* 

•Excludes  portion  of  bonus  paid  in  restricted  stock. 

-32 
-35 

13588 
3232 

48965 
14849 

335 

® 
m 

16.5 

199.6 

FRONTIER 

2143.7 
16.9 

R.  L.  Bittner,  chmn.,  pres.  &  CEO  1235 
M.  C.  Moses,  vice-chmn.  &  CFOt  566* 
'Includes  compensation  paid  by  ALC  prior  to  acquisition. 

63 
14 

223 
0 

3417 
1520 

182 

a 
a 

14.3 

45.7 

GTE 

19957.0 
22.8 

C.  R.  Lee,  chmn.  &  CEO 
K.  B.  Foster,  pres. 

2301 
1716 

15 
12 

1715 
848 

9007 
7188 

143 

a 
a 

18.8 

29.2 

MCI 

15265.0 
5.7 

B.  C.  Roberts,  Jr.,  chmn.  &  CEO 
G.  H.  Taylor,  pres.  &  COO 

2422 
1402 

33 
44 

0 
128 

9357 
7727 

133 

a 
a 

9.3 

-69.5 

NYNEX 

13406.9 
17.9 

1.  G.  Seidenberg,  vice-chmn.  &  pres. 
F.  V.  Salerno,  vice-chmn. 

1535 
1278 

94 

53 

339 
289 

4122 
4044 

144 

in 

5! 

8.0 

32.5 

PACIFIC  TELESIS 

9042.0 
47.9 

P.  J.  Quigley,  chmn.,  pres.  &  CEO        1418         43  304* 
D.  W.  Dorman,  pres.  &  CEO-Pacific  Bell    1088**      35  1428 
"Excludes  $690,687  on  exercise  of  AirTouch  Communications  stock  options.  ** 

4697      141  D 
NA  NA 

ncludes  $300,000  loan  forgiveness. 

24.0 

245.7 

SBC 

COMMUNICATIONS 

12669.7 
30.8 

E.  E.  Whitacre,  Jr.,  chmn.  &  CEO 
R.  S.  Caldwell,  pres.t 

2610 
922 

18 
18 

2200 
437 

13367 
3558 

167 

a 
i 

23.1 

119.9 

SOUTHERN  NEW  1838.5 
ENGLAND  TELECOMM.  16.6 

D.  J.  Miglio,  chmn.,  pres.  &  CEO 
D.  R.  Shassian,  sr.  v-p  &  CFOt 

585 
405 

-10 
-7 

0 
0 

1826 
866 

127 

a 
a 

10.0 

30.4 

SPRINT 

13556.0 
20.6 

W.  T.  Esrey,  chmn.  &  CEO 
R.  T.  LeMay,  pres.  &  COO 

1556 
966 

-23 
-20 

1058 
450 

8818 

5277 

167 

a 
a 

17.4 

36.7 

TELLABS 

635.2 
26.7 

M.  J.  Birck,  pres.  &  CEO 
B.  J.  Jackman,  pres. -sub. 

510 
358 

3 
3 

1236 
444 

3187 
3227 

897 

a 
a 

22.0 

164.6 

U.S. 

ROBOTICS 

1091.7 
19.9 

C.G.  Cowell,  chmn.,  pres.  &  CEO 
J.  McCartney,  exec,  v-p 

2799 
1739 

92 
59 

15770 
16153 

21050 
28077 

856 

a 
a 

18.2 

9.2 

WORLDCOM 

3639.9 
12.0 

B.  J.  Ebbers,  pres.  &  CEO 

R.  A.  Wilkins,  pres.  &  CEO-WilTel 

May  contain  data  from  a  preliminary  source. 

2985 
728 
'Includes  $1 

104            0  12209 
NA       1000*  NA 
mil  related  to  termination  of  contract  r 

226 
ghts 

a 

NA 

3.2 

NA 

33  TEXTILES,  APPAREL  (CONSUMER  PRODUCTS) 

NIKE 

•5594.4 
22.4 

P.  H.  Knight,  chmn.  &  CEO 
T.  E.  Clarke,  pres.  &  COO 

1678 
1141 

73 
136 

0 
0 

3743 
3627 

171 

a 
a 

20.0 

0.9 

VF 

5062.3 
8.7 

L.  R.  Pugh,  chmn.  &  CEO 
M.J.  McDonald,  pres.* 

'Became  CEO  1/1/96. 

1308 
895 

-30 
-31 

4031 
0 

9897 
3180 

106 

a 
a 

13.3 

-57.0 

34  TIRE  &  RUBBER 

(INDUSTRIAL:  LOW  TECH) 

GOODYEAR  TIRE  & 

RUBBER 

13165.9 
18.6 

S.  C.  Gault,  chmn.  &  CEO*  2207 
H.  M.  Wells,  vice-chmn.,  pres.  &  COOt  1076 

•Left  office  12/31/95. 

1 

-27 

14343 
1165 

31032 
7215 

139 

a 
a 

20.0 

-2.2 
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CUTIVE  COMPENSATION  SCOREBOARD 


ANY   EXECUTIVE   1995  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFIT 

SALES;  $  MILLIONS 
ROE.  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1994 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

rOBACCO 

(CONSUMER  PRODUCTS) 

CAN  BRANDS 

5904.9 
14.0 

T.  C.  Hays,  chmn.  &  CEO                  1932*        50  379 
P.  M.  Wilson,  chmn.-Gallahert             918           8  170 

"Includes  $201,469  tax  reimbursement  related  to  funding  retirement  benefits. 

6885 
2675 

125 

11 

m 

16.3 

-31.3 

a 

® 

MORRIS 

53139.0 
39.2 

G.C.  Bible,  chmn.  &  CEO 
J.  M.  Kilts,  exec,  v-pt 

2497 
1469 

31 
24 

0 

1639 

11285 
7626 

129 

® 

a 

35.6 

-0.4 

® 
® 

BISCO 
IGS 

16008.0 
5.2 

C.  M.  Harper,  chmn.  &  CEO*              3395  -68 
H.J.  Greeniaus,  pres.                      3427**  -8 
*Left  office  12/5/95.  "Includes  $1.8  mil.  tax  reimbursement. 

0 

700 

16862 
9962 

75 

® 
® 

3.6 

-42.3 

® 
® 

1325.4 
146.4 

V.  A.  Gierer,  Jr.,  chmn.,  pres.  &  CEO 
J.  J.  Bucchignano,  exec,  v-p  &  CFO 

2685 
1235 

11 
15 

0 

o 

7445 
4200 

115 

® 
® 

111.1 

142.0 

ffl 
ffl 

UTILITIES 

(UTILITIES) 

CAN  ELECTRIC 

1 

5670.3 
12.3 

E.  L.  Draper,  Jr.,  chmn.,  pres.  &  CEO 
P.  J.  DeMaria,  exec,  v-p 

*1995  bonus  estimated. 

921* 
444* 

11 
9 

345 
154 

2942 
1443 

144 

® 
m 

10.9 

11.4 

® 

m 

I0RE  G&E 

2934.8 
10.6 

C.  H.  Poindexter,  chmn.  &  CEO 
E.  A.  Crooke,  pres.  &  COO 

785 
585 

19 
15 

0 
0 

2118 
1539 

141 

® 
m 

10.4 

20.7 

® 
® 

NA 

.  &  LIGHT 

3006.6 
14.1 

S.  H.  Smith,  Jr.,  chmn.  &  CEO 
W.  Cavanaugh  III,  pres.  &  COO 

998 
702 

22 
21 

279 
196 

3266 
2338 

143 

® 
® 

12.9 

-2.1 

® 
® 

U.& 
WEST 

3735.0 
12.6 

E.  R.  Brooks,  chmn.,  pres.  &  CEO 
T.  V.  Shockley  III,  exec,  v-p 

817 
521 

32 
29 

0 
0 

2121 
1383 

113 

® 
® 

11.5 

-3.1 

® 
® 

iY 

3031.4 
13.6 

J.  H.  Randolph,  chmn.  &  CEO 

J.  E.  Rogers,  vice-chmn.,  pres.  &  CEO* 

•Became  CEO  12/1/95. 

868 
872 

19 
14 

50 
832 

NA 
NA 

144 

NA 
NA 

6.4 

29.1 

NA 
NA 

LIDATED 
AL  GAS 

3307.3 
1.0 

G.  A.  Davidson,  Jr., 
L.  D.  Johnson, t 

•Includes  $160,250  severance  pay. 

789 
401 

38 
28 

0 

547* 

2344 
1756 

112 

® 
® 

6.0 

-88.6 

LU 
® 

ION 
RCES 

4651.7 
9.0 

T.  E.  Capps,  chmn.,  pres.  &  CEO 
J.T.  Rhodes,  pres.  &  CEO-sub. 

942 
679 

12 
17 

132 
78 

2932 
2061 

124 

® 
(4l 

l_U 

10.3 

-13.7 

® 

(4l 

1271.0 
14.1 

P.  H.  Forster,  chmn.  &  CEOt 
A.  M.  Hill,  pres.  &  COOi 

916 
589 

9 
9 

784 
319 

4626 
2539 

143 

a 

13.8 

1.8 

a 

[5J 

ERGY 

3635.5 
11.8 

J.  E.  Lobbia,  chmn.  &  CEO 
A.  F.  Earley,  Jr.,  pres.  &  COO 

635 
479 

11 
15 

0 
0 

1834 
NA 

124 

ffl 

NA 

12.9 

-34.0 

NA 

>0WER 

4676.7 
13.9 

W.  H.  Grigg,  chmn.  &  CEO 
W.  A.  Coley,  pres. 

997 
598 

35 
44 

241 
151 

2720 
1675 

147 

® 

13.4 

27.8 

ffl 
f2l 

L£J 

1 

8404.7 
11.6 

J.  E.  Bryson,  chmn.  &  CEO 
B.  C.  Danner,  sr.  v-p 

1407 
733 

112 
117 

0 
0 

3054 
1496 

95 

a 

[3l 

11.1 

-6.3 

SI 

(51 

BY 

6274.4 
7.5 

E.  Lupberger,  chmn.,  pres.  &  CEO 
J.  L.  Maulden,  vice-chmn. 

1297 
814 

38 
30 

790 
435 

4477 
281 1 

105 

H 
H 

6.6 

-25.9 

LU 

LTD 

A 

ESS 

3055.6 
11.5 

J.  B.  Critchfield,  chmn.  &  CEO 
R.  Korpan,  pres.  &  COO 

972 
697 

4 
5 

466 
284 

3979 
2665 

127 

a 

l4l 

NA 

NA 

NA 
NA 

OUP 

5592.5 
12.6 

J.  L.  Broadhead,  chmn.  &  CEO 
P.  J.  Evanson,  pres. 

1557 
811 

7 
79 

1041 
156 

7001 
1929 

145 

® 
(51 

11.8 

3.5 

a 

(51 

AL  PUBLIC 

ES 

3804.7 
14.8 

J.  R.  Leva,  chmn.,  pres.  &  CEO 
P.  R.  Clark,  pres.-sub. 

918 
482 

6 
24 

44 

317 

2783 
1653 

142 

LH 

(51 

10.8 

39.9 

® 

ERN  STATES 

; 

2568.6 
13.0 

J.  J.  Howard,  chmn.,  pres.  &  CEO 
E.  J.  Mclntyre,  v-p  &  CFO 

973 
327 

17 
5 

329 
75 

3271 
1 102 

132 

® 

rn 

LU 

12.0 

45.6 

® 

m 

DISON 

2465.8 
12.2 

W.  R.  Holland,  pres.  &  CEO 
H.  P.  Burg,  sr.  v-p  &  CFO 

683 
284 

23 
7 

26 
57 

1733 
861 

121 

m 
m 

8.1 

16.5 

® 

ffl 

Z  GAS 
TRIC 

9621.8 
14.8 

S.  T.  Skinner,  chmn.  &  CEO 
R.  D.  Glynn,  Jr.,  pres.  &  COOt 

1075 
589 

51 
88 

196 
48 

2840 
1322 

103 

® 
® 

12.5 

11.9 

n 
ffl 

CORP 

3400.9 
13.0 

F.  W.  Buckman,  pres.  &  CEO 

C.  E.  Robinson,  chmn. -Pacific  Telecom 

659 
706 

-18 
-3 

289 
283 

NA 
2694 

124 

NA 
B 

12.4 

233.6 

NA 
® 

NDLE 

m 

4967.5 
13.6 

P.  M.  Anderson,  pres.  &  CEO* 
G.  L.  Mazanec,  vice-chmn. 

•Became  CEO  4/1/95. 

789 
587 

48 
11 

6 
149 

1845 
2202 

181 

m 
® 

11.2 

-0.2 

ffl 

a 

NERGY 

4186.2 
12.9 

J.  F.  Paquette,  Jr.,  chmn.  &  CEO 
C.  A.  McNeill,  Jr.,  pres.  &  CEO* 

•Became  CEO  4/12/95. 

898 
718 

13 
39 

736 
153 

4021 
1924 

133 

B 

® 

11.6 

24.5 

® 
® 

AC  ELECTRIC 

I 

1876.1 
4.1 

E.  F.  Mitchell,  chmn.  &  CEO 
H.  L.  Davis,  vice-chmn.  &  CFO 

863 
625 

36 
35 

136 
104 

2552 
1878 

131 

® 
® 

8.8 

-59.5 

a 
a 

RCES 

2751.8 
12.7 

W.  F.  Hecht,  chmn.,  pres.  &  CEO 
F.  A.  Long,  exec,  v-p  &  COO 

•Excludes  bonus  paid  in  restricted  stock. 

489* 
358 

11 
9 

414 

237 

1834 
1268 

110 

® 
m 

11.5 

-2.2 

ffl 
n 

:  SERVICE 
PRISES 

6164.1 
12.2 

E.  J.  Ferland,  chmn.,  pres.  &  CEO 
L.  R.  Eliason,  pres.t 

*1995  bonus  has  not  been  determined. 

682* 
489* 

-25 
554 

246 
26 

2906 
NA 

120 

i 

NA 

12.2 

15.4 

a 

NA 

1990.1 
12.8 

R.  L.  Kuehn,  Jr.,  chmn.,  pres.  &  CEO 
D.  G.  Russell,  exec,  v-p 

1461 
650 

32 
-A- 

789 
161 

6071 
4274 

161 

LB 
LU 

14.2 

49.2 

a 
a 

EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY    EXECUTIVE   199S  COMPENSATION  1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROF 

SALES;  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1994 

TERM 

COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 
%  R 

SOUTHERN 

9179.5 
12.7 

A.  W.  Dahlberg,  chmn.,  CEO  &  pres.* 
T.  G.  Boren,  pres. -sub. 

'Became  CEO  3/1/95. 

849 
559 

17 
NA 

866 
50 

3819 
NA 

146 

a 

NA 

12.6 

-3.9 

TECO 
ENERGY 

1392.3 
16.0 

T.  L.  Guzzle,  chmn.  &  CEO 
G.  F.  Anderson,  pres.  &  COO 

960 
657 

13 
10 

0 
150 

2808 
1981 

138 

m 
i 

14.9 

2.3 

TEXAS  UTILITIES 

5638.7 
-2.4 

J.  S.  Farrington,  chmn.  &  CEO* 
E.  Nye,  pres.  &  CEO 

•Left  office  5/1/95. 

990 
819 

23 
32 

348 

292 

3631 
2866 

118 

a 

LU 

3.9 

-125.7 

UNION  ELECTRIC 

2102.7 
13.0 

C.  W.  Mueller,  pres.  &  CEO 
C.  J.  Schukai,  sr.  v-p 

577 
318 

11 
10 

0 
0 

1389 
857 

131 

m 
m 

13.1 

-2.8 

WHEELABRATOR 
TECHNOLOGIES 

1451.7 
10.5 

P.  B.  Rooney,  chmn.  &  CEO 
J.  M.  Kehoe,  Jr.,  pres.  &  COO 

"Compensated  by  WMX  Technologies. 

0* 
505 

-100 
-7 

0 
0 

4382 
1603 

92 

® 
m 

12.1 

-38.0 

WILLIAMS 

2855.7 
9.4 

K.  E.  Bailey,  chmn.,  pres.  &  CEO 
B.  E.  O'Neill,  pres. 

822* 
553 

49 
34 

830 
115 

5112 
1725 

237 

® 
m 

11.4 

5.1 

"Excludes  portion  of  bonus  paid  in  restricted  stock. 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  identifies  the  Scoreboard  category  under  which  it  is  listed 


Abbott  Laboratories  11 
Aetna  Life  &  Casualty  21 
AFLAC  21 

Ahmanson  (H.  F.)  21 

Air  Products  &  Chemicals  8 

Albertson's  28 

Alco  Standard  9 

AlliedSignal  9 

Allstate  21 

Alltel  32 

Aluminum  Co.  of  America  18 
Amerada  Hess  20 
America  Online  22 
American  Brands  35 
American  Electric  Power  37 
American  Express  21 
American  General  21 
American  Home  Products  11 
American  Intl.  Group  21 
Amentech  32 
Amgen  11 
Amoi  o  20 
AMP  12 
AMR  2 

Anadarko  Petroleum  20 
Analog  Devices  12 
Anheuser-Busch  6 
AON  21 

Apple  Computer  22 
Applied  Material  15 
Archer-Daniels-Midland  13 
Arco  Chemical  8 
Ashland  20 
AT&T  32 

Atlantic  Richfield  20 
Automatic  Data  Processing  22 
Autozone  29 
Avery  Dennison  19 
Avon  Products  25 
Baker-Hughes  23 
Baltimore  Gas  &  Electric  37 
Banc  One  5 
Bank  of  Boston  5 
Bank  of  New  York  Co.  5 
BankAmerica  5 
Bankers  Trust  New  York  5 
Harnett  Banks  5 
'  "let  International  11 
BayNetworks  22 
Bear  Stearns  21 
Becton  Dickinson  11 
Bell  Atlantic  32 


BellSouth  32 
Berkshire  Hathaway  21 
Black&  Decker  15 
Boatmen's  Bancshares  5 
Boeing  1 

Bristol  Myers  Squibb  11 
Burlington  Northern  Santa  Fe  27 
Browning-Ferns  30 
Burlington  Resources  20 
Campbell  Soup  13 
Cardinal  Health  29' 
Carnival  17 

Carolina  Power  &  Light  37 

Caterpillar  15 

Central  &  South  West  37 

Chevron  20 

Chrysler  4 

Chubb  21 

Cigna  21 

Cincinnati  Financial  21 
CINergy  37 
Cisco  Systems  22 
Citicorp  5 
Clorox  25 
CNA  Financial  21 
Coastal  20 
Coca-Cola  6 
Coca-Cola  Enterprises  6 
Colgate-Palmolive  25 
Columbia/HCA  Healthcare  30 
Compaq  Computer  22 
Computer  Associates  Intl.  22 
Conagra  13 

Consolidated  Natural  Gas  37 
Cooper  Industries  12 
Corning  19 

Cox  Communications  26 
CPC  International  13 
Crown  Cork  &  Seal  10 
CSX  27 

Cyprus  Amax  Minerals  18 
Dana  4 
Deere  15 
Delta  Air  Lines  2 
Deluxe  22 
Dial  9 

Digital  Equipment  22 
Disney  (Walt)  17 
Dominion  Resources  37 
Donnelley  (R.  R.)  &  Sons  30 
Dover  15 


Dow  Chemical  8 
Dow  Jones  26 
DPL  37 

Dresser  Industries  15 
DSC  Communications  32 
DTE  Energy  37 
DuPont  8 
Duke  Power  37 
Dun  &  Bradstreet  26 
Duracell  International  19 
Eastman  Chemical  8 
Eastman  Kodak  17 
Eaton  4 

Edison  International  37 
Emerson  Electric  12 
Engelhard  8 
Enron  30 

Enron  Oil  &  Gas  20 
Entergy  37 
Equifax  21 
Exxon  20 

Federal  Express  30 
Fifth  Third  Bancorp  5 
First  Bank  System  5 
First  Data  22 
First  of  America  Bank  5 
First  Union  5 
First  USA  21 
Firstar  5 

Fleet  Financial  Group  5 
Florida  Progress  37 
Fluor  30 
FMC  15 
Ford  Motor  4 
FPLGroup  37 
Franklin  Resources  21 
Freeport-McMoRan  C&G  18 
Frontier  32 
Gannett  26 
Genentech  11 
General  Dynamics  1 
General  Electric  9 
General  Instrument  12 
General  Mills  13 
General  Motors  4 
General  Public  Utilities  37 
General  Re  21 
Genuine  Parts  30 
Georgia-Pacific  24 
Gillette  25 

Golden  West  Financial  21 
Goodyear  Tire  &  Rubber  34 


Grainger  (W.  W.)  30 
Great  Lakes  Chemical  8 
Great  Western  Financial  21 
Green  Tree  Financial  21 
GTE  32 

Harcourt  General  9 
Harley-Davidson  17 
Harrah's  Entertainment  14 
Hams  12 
Healthsouth  30 
Heinz  (H.J.)  13 
Hercules  8 
Hershey  Foods  13 
Hewlett-Packard  22 
Hillenbrand  Industries  19 
Hilton  Hotels  14 
Honeywell  16 

Household  International  21 
Humana  30 

Huntington  Bancshares  5 
Illinois  Tool  Works  19 
Informix  22 
Ingersoll-Rand  15 
Intel  12 

Intl.  Business  Machines  22 
Intl  Flavors  &  Fragrances  8 
Intl.  Paper  24 
ITT  14 

ITT  Industries  9 
Jefferson-Pilot  21 
Johnson  &  Johnson  11 
Johnson  Controls  19 
Kellogg  13 
Kimberly-Clark  24 
Kmart  29 
Knight-Ridder  26 
Lilly  (Eh)  11 
Linear  Technology  12 
Lockheed  Martin  1 
Loews  21 
Loral  12 
LSI  Logic  12 
Mallinckrodt  Group  11 
Manor  Care  30 
Marriott  Intl  14 
Marsh  &  McLennan  21 
Mattel  17 
MBIA  21 
MBNA  5 

McDonnell  Douglas  1 
McGraw-Hill  26 


MCI  Communications  32 
Mead  10 
Medtronic  11 
Mellon  Bank  5 
Melville  29 
Mercantile  Bancorp  5 
Merck  11 
Merrill  Lynch  21 
MGIC  Investment  21 
Micron  Technology  12 
Microsoft  22 

Minnesota  Mining  &  Mfg  19 
Mobil  20 
Molex  12 
Monsanto  8 
Morgan  (J.  P.)  5 
Morgan  Stanley  Group  21 
Morton  International  8 
Motorola  12 
National  City  5 
NationsBank  5 
New  York  Times  26 
Newell  19 
Newmont  Mining  18 
Nike  33 
Nordstrom  29 
Norfolk  Southern  27 
Northern  States  Power  37 
Northern  Trust  5 
Northrop  Grumman  1 
Northwest  Airlines  2 
Norwest  5 
Novell  22 
Nucor  31 
Nynex  32 

Occidental  Petroleum  20 
Ohio  Edison  37 
Oracle  22 

Pacific  Gas  &  Electric  37 
Pacific  Telesis  Group  32 
PacifiCare  Health  Sys.  30 
PacifiCorp  37 
Pall  9 

Panhandle  Eastern  37 
Parametric  Technology  22 
Parker-Hannitin  19 
Paychex  22 
PECO  Energy  37 
PepsiCo  6 
Pfizer  11 
Phelps  Dodge  18 
Philip  Morris  35 


Phillip-  Petroleum  20 
Pioneer  Hi-Bred  Intl.  13 
Pitney  Bowes  22 
PNC  Bank  5 

Potomac  Electric  Power  37 
PP&L  Resources  37 
PPG  Industries  7 
Praxair  8 

Premark  International  9 
Price/Costco  29 
Procter  &  Gamble  25 
Progressive  21 
Providian  21 
Public  Service  Entrp  37 
Quaker  Oats  13 
Ralston  Purina  Group  13 
Raychem  12 
Reader's  Digest  26 
Republic  New  York  5 
Reynolds  Metals  18 
Rhone-Poulenc  Rorer  11 
RJR  Nabisco  Hldgs  35 
Rockwell  Intl  9 
Rohm  &  Haas  8 
Rubbermaid  19 
Safeco  21 
Safeway  28 
Salomon  21 
Sara  Lee  13 

SBC  Communications  32 
Schering-Plough  11 
Schlumberger  23 
Schwab  (Charles)  21 
Scnpps  (E.  W.)  26 
Seagate  Technology  22 
Sears  Roebuck  29 
Sherwin-Williams  7 
Sigma-Aldrich  11 
Silicon  Graphics  22 
Sonat  37 

Sonoco  Products  10 

Southern  37 

Southern  National  5 

So  New  Eng  Telecomm.  32 

Southwest  Airlines  2 

Sprint  32 

St.  Paul  21 

Stanley  Works  15 

Staples  29 

State  Street  Boston  5 

Sun  Microsystems  22 


SunAmenca  21 

Sundstrand  1 

SunTrust  Banks  5 

Sysco  13 

Tandy  3 

Teco  Energy  37 

Tele-Comm.  TCI  Grou[ 

Tellabs  32 

Tenet  Healthcare  30 

Tenneco  9 

Texaco  20 

Texas  Instruments  12 
Texas  Utilities  37 
Textron  9 
3Com  22 
Time  Warner  26 
Times  Mirror  26 
Torchmark  21 
Transamerica  21 
Travelers  Group  21 
Tribune  26 
TRW  9 
Tyco  Intl.  15 
Tyson  Foods  13 
U.S.  Bancorp  5 
US  Robotics  32 
Union  Camp  10 
Union  Carbide  8 
Union  Electric  37 
Union  Pacific  27 
United  Technologies  1 
UNUM  21 
UST  35 

USX-Marathon  Group  ! 
Usx-U  S  Steel  Group  3 
VF  33 
Wachovia  5 
Walgreen  29 
Warner-Lambert  11 
Washington  Post  26 
Wells  Fargo  5 
Westinghouse  Electric 
Westvaco  24 
Weyerhaeuser  24 
WheelabratorTechnologn 
Whirlpool  3 
Willamette  Industries 
Williams  37 
Winn-Dixie  Stores  28 
WMX  Technologies  30 
WorldCom  32 
Wngley  (Wm.)  Jr.  13 
Xerox  22 
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FOOTNOTES  ON  PAGI 


•    Patricia  Kaneb,  CI 
Priscilla  of  Boston 


E  VOW  TO  HONOR  AND  PROTECT  HER  10,000  Tl IVIES  A  YEAR. 

lost  women,  a  wedding\dress  is  a  once-in-a-lifetime  purchase.  To  Priscilla  of  Boston,  its  the  mainstay  of  ■ 
year-old  business  that  sells  10,000  nuptial  gowns  each  year.  And  to  make  sure  that  the  company  is  co 
properly,  Priscilla  of  Boston  turns  to  Chubb.  For  Priscilla's  five  stores  and  one  factory,  Chubb  proposed  a^ 
ue  package  of  protection  that  not  only  covers  the  cost  of  goods,  but  their  selling  price  as  well.  As  one  of 
vorld's  leading  business  insurers,  Chubb  has  more  than  112  years  of  experience — along  with  the  highest 
gs  for  financial  strength— to  make  im  a  loyal  partner  to  businesses,  big  and  small  worldwide.  What  can 


bb  do  for  your  business?  Ask  yoiir  independent  agent  or  broker,  or  call  1-800-36  CHUBB. 


URE 

IR  WORLD 
"H  CHUBB 


k: 

CHUBB 


notional  purposes,  Chubb  refers  to  member  insurers  of  the.Chubb  Croup  at  Insurance  Companies  underwriting  coverage.  The  precise  coverage  offered  is  subject  to  the  terms, 
ins  and  exclusions  ot  the  policies  is  issued.  Coverage  may  A>t  be  available  jruJFj'tiHiiiu.ri,  .n«.  (  J>ubh  Group  ot  Insurance  Companies,  Box  161  5,  Warren,  N]  07061-1615. 


Finance 


INVESTIGATIONS 


DO  THESE  BEARS  HAVE  BLOOD 
ON  THEIR  CLAWS? 

Regulators  are  probing  possible  manipulation  in  short-sellers'  attack  on  Organogene: 


For  nearly  a  decade,  a  Canton 
(Mass.)  startup  called  Organogen- 
esis Inc.  has  been  working  to  de- 
velop a  product  that  will  replicate 
human  skin.  Now,  after  spending  $95 
million,  the  company  is  on  the  verge  of 
marketing  what  it  calls  Graftskin,  which 
will  be  used  to  heal  chronic  wounds. 

Developing  a  promising  new  technol- 
ogy hasn't  been  Organogenesis'  biggest 
challenge,  though.  Over  the  past  year,  it 
has  been  battling  several  professional 
investors  who  are  betting  that  Graft- 
skin  will  never  make  it  to  the  market- 
place. These  investors  have  sold  short 
some  6  million  shares  of  Organogene- 
sis— 44%  of  the  outstanding  float — to 
drive  down  the  stock  price.  Short-sellers 
profit  by  borrowing  stock,  then  selling  it 
with  the  hope  that  they  will  be  able  to 
purchase  shares  at  a  lower  price  to  re- 
place the  borrowed  stock. 

So-called  bear  raids  are  not  uncom- 
mon. Nor  are  they  necessarily  illegal. 
Few,  if  any,  participants  in  bear  raids 
have  been  found  guilty  of  securities 
fraud.  But  several  unusual  aspects  of 
the  Organogenesis  attack  have  attracted 
the  attention  of  federal  prosecutors  and 
regulators.  According  to  people  close  to 
the  investigation,  the  U.  S.  Attorney's 
office  in  Brooklyn,  the  Securities  &  Ex- 
change Commission,  and  the  Chicago 
Board  Options  Exchange  are  looking  at 
unusual  trading  patterns  that  suggest 
short-sellers  may  be  collaborating,  which 
could  constitute  an  illegal  stock-manipu- 
lation scheme.  Authorities  plan  to  scruti- 
nize the  trading  activities  of  such  short- 
sellers  as  Gilford  Partners  in  Chicago, 
White  Rock  Capital  in  Dallas,  and  Mi- 
chael Steinhardt,  who  is  liquidating  his 
well-known  New  York  investment  hinds. 

White  Rock  declines  comment.  So 
does  Steinhardt  partner  Karen  Cook. 
Gilford  managing  partner  H.  Robert 
Holmes  confirms  that  the  firm  has  re- 
ceived a  letter  from  the  sec  but  denies 
being  part  of  any  manipulation  scheme. 

CLEAN  ROOM:  Making  Graftskin  at 
Organogenesis'  Canton  (Mass.)  plant 


Authorities  are  also  focusing  on  Evan 
Sturza,  a  biotech-newsletter  writer  who 
is  widely  quoted  in  the  financial  press 
and  who  may  have  played  a  central  role 
in  the  Organogenesis  bear  raid.  The  au- 
thorities are  looking  at  whether  Sturza 
has  been  illegally  orchestrating  a  stock 
manipulation.  And  they  are  examining 
whether  some  investors  are  trading 
based  on  advance  word  of  upcoming 
negative  reports  by  Sturza,  which  could 
constitute  illegal  inside)'  trading. 
"ENTERTAINING."  Sturza  says  the  SEC 
has  asked  for  information,  but  he  de- 
nies any  role  in  a  manipulation.  "The 
conspiracy  story  is  entertaining,"  he 
says.  He  also  denies  tipping  investors  to 
upcoming  reports  or  trading  himself 
ahead  of  his  reports. 

Boston-based  Organogenesis  was 
founded  in  1985  by  Massachusetts  Insti- 
tute of  Technology  scientists.  To  make 


Graftskin,  the  company's  core  pr< 
technicians  lay  down  a  base  of  col 
a  fibrous  protein  found  in  humai 
animal  connective  tissue.  They  the 
cells  from  foreskins  of  newly  cii 
cised  baby  boys.  Each  foreskin  c 
used  to  produce  200,000  skin  pa 
Unlike  its  competitors,  Organog< 
produces  full-thickness  skin — botl 
mal  and  a  thin  outer  epidermal 
"This  is  an  extremely  promising 
technology,"  says  Dr.  William  H. 
stein,  a  dermatology  expert  at  the 
versity  of  Miami  School  of  Medicini 
has  no  ties  to  Organogenesis.  The 
&  Drug  Administration  is  current 
viewing  the  company's  applicati 
market  Graftskin. 

Organogenesis  is  just  the  sort  of 
pany  that  shorts  like  to  target:  : 
with  experimental  technology,  a: 
marketed  product,  and,  as  yet,  no 
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iturza  alleges  such  additional  trou- 
s  false  product  starts,  manage- 
miscues,  excessive  optimism,  and 
lied  collaborations  with  other  com- 
.  "The  company  has  been  wrong 
years,"  says  Sturza.  "That's  why 
:h  a  popular  short." 
anogenesis  has  met  repeatedly 
ideral  authorities  to  aid  the  feder- 
be.  Chairman  and  ceo  Herbert 
sin,  67,  a  venture  capitalist  who 
get  the  company  off  the  ground, 
avid  T.  Rovee,  56,  the  company's 
ent.  decline  comment.  But  the 
ny  says  that  the  bear  raid  has 
a  distraction.  We  plan  to  vigorous- 
tect  our  shareholders  from  this 
ght." 

anogenesis  investors  are  more  out- 
i.  Says  Hans  H.  Estin,  vice-chair- 
f  North  American  Management 
in  Boston,  which  owns  a  10% 
"In  my  22  years  in  the  business,  I 
lever  seen  such  abusive  and  vin- 
:  tactics  to  knock  down  a  stock." 
UZZ.  Over  the  past  year,  say  Or- 
mesis  shareholders,  Sturza  and  an 
e  of  Gilford  Partners  have  phoned 
ages,  large  investors,  and  individ- 
•ganogenesis  shareholders,  ad  vis- 
em  to  unload  shares  or  short  the 
in  the  grounds  that  the  company  is 
investment.  They  have  also  made 
ntly  false  claims  about  the  compa- 
such  topics  as  its  clinical  trials, 
ganogenesis  shareholders  who  re- 


ceived such  calls.  And  Gilford  sent  a  crit- 
ical letter  to  Organogenesis  directors  and 
telephoned  a  subsidiaiy  of  Sandoz  Ltd., 
the  giant  Swiss  drug  conglomerate,  when 
it  was  about  to  sign  a  marketing  deal 
with  the  company.  Holm'es  denies  that 
Gilford  phoned  Sandoz  and  made  false 
claims  about  the  company.  Sturza  claims 
he  called  investore  to  "exchange  informa- 
tion" about  the  company. 

Holmes  doesn't  dispute  that  shorts 


RED  FLAG 


Shorts  spread  a 
story  that  the  FBI  had  raided 
Organogenesis.  Federal 
prosecutors  say  that  rumor 
was  "absolutely  false" 


spread  the  story  this  year  that  the  FBI 
was  probing  whether  Robert  A.  Dilanni, 
a  former  Organogenesis  investor  and 
an  Allenwood  federal  prison  inmate,  was 
manipulating  the  stock  from  prison  in 
cooperation  with  company  execs.  On 
Feb.  1,  Gilford's  Holmes  wrote  a  letter 
offering  to  pay  Dilanni  a  consulting  fee 
to  provide  negative  information  about 
the  company.  On  Feb.  15,  CNBC  corre- 
spondent Dan  Dorfman  prepared  a  re- 
port on  an  alleged  FBI  raid  of  the  com- 
pany   stemming    from  information 


provided  by  the  shorts.  According  to 
the  company,  Dorfman  backed  off  when 
Organogenesis  threatened  legal  action 
if  the  report  was  aired.  A  Dorfman 
spokesman  says  he  has  no  comment. 

A  source  in  the  prosecutor's  office 
says  the  shorts'  rumors  are  "absolutely 
false."  The  source  adds  that  shorts  have 
tried  unsuccessfully  to  get  the  FBI  in- 
volved. Francis  J.  DiMento,  Dilanni's 
attorney,  says  his  client  never  respond- 
ed to  Holmes  and  that  the 
rumor  is  preposterous. 
point  MAN.  Much  of  the  bear 
raid  has  revolved  around 
Sturza,  34,  a  former  stock 
market  reporter  for  Forbes. 
He  sells  annual  subscriptions 
at  $295  for  weekly  faxed  re- 
ports— called  Sturza's  Medi- 
cal Investment  Letter — which 
he  produces  from  his  Manhat- 
tan apartment.  His  stock  rec- 
ommendations are  often  picked  up  by 
Dorfman  and  many  national  business 
publications,  including  business  week. 
They  frequently  spur  sharp  short-sell- 
ing in  many  of  the  50  biotech  and  ding 
stocks  he  tracks. 

Investigators  are  looking  at  whether 
Sturza  receives  compensation  from 
shorts  for  recommending  short-selling 
of  certain  companies.  And  they  are 
probing  whether  he  receives  kickbacks 
for  tipping  off  an  inner  circle  of  inves- 
tors to  negative  reports  as  part  of  a 


rogenesis' Wild  Ride 


The  biotech  company's  stock  has  been  whipsawed  by  positive  news  from 
Organogenesis  and  negative  reports  from  short-sympathizer  Evan  Sturza. 


3.0 


2.4 


9,1995  Newsletter 
'  Evan  Sturza  issues 
legative  report  on 
logenesis.  Short-selling 
|es,  stock  plunges  40%, 
'2,  within  three  weeks. 


JUNE  28  FDA  agrees 
to  expedited  review  of 
company's  marketing 
application.  Sturza 
slams  company  the 
next  day,  but  the 


OCT.  2  Company  submits  application 
to  FDA.  On  Oct.  9,  Sturza  issues  sharply 
critical  report.  Stock  slides. 


JAN.  17,1996 

Deal  announced  with 
drug  giant  Sandoz. 
Sturza  rips  company 
the  next  day.  Stock 


NOGENESIS 
STOCK 

:kly  cwses 


MAY  7  Sturza  claims 
company  is  in  dire 
financial  straits. 
Volume  before  and 
after  the  report 


AUG.  24  Sturza  predicts  FDA 
rejection.  Volume  before  and  after 
report.  Stock  climbs  to  19. 


II  IIMr  vuiume  ukiuik  dim 

iLUMt  after  the  report. 
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MAR.  12 

Company  begins 
study  to  expand 
product's  uses. 
Stock  begins 
climbing. 
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scheme  to  drive  down  Organogenesis 
stock,  sources  say.  "That  will  be  tough 
to  prove,"  says  Sturza.  "Let  them  look 
all  they  want." 

One  investment  firm,  which  declined 
to  be  identified  but  is  cooperating  with 
investigators,  confirmed  that  it  pays 
Sturza  $18,000  a  year  to  receive  phone 
calls  from  him  tipping  it  off  to  reports 
and  recommendations  that  will  appeal"  in 
upcoming  newsletters.  Indeed,  Organo- 
genesis trading  records  show  several 
examples  of  increased  trading  two  to 
three  days  in  advance  of  Sturza's  Thurs- 
day-night newsletter  faxes.  "The  under- 
standing is  that  if  you  make  money  in  a 
stock  based  on  the  tips,  you  pay  Sturza 
some  cash,"  says  a  principal  in  the  firm. 
If  the  firm  makes,  say,  a 
$200,000  profit,  it  pays  Sturza 
$10,000  to  $20,000,  according 
to  the  firm. 

Sturza  denies  he  discloses 
the  contents  of  his  newslet- 
ter prior  to  publication.  But 
he  doesn't  dispute  receiving 
compensation  from  investment 
managers  who  make  money 
on  his  tips.  "Why  shouldn't 
you  get  paid?"  he  says. 
"That's  the  way  Wall  Street 
works."  Sturza  also  confirms 
that  he  has  shorted  Organo- 
genesis and  that  he  trades  in 
stocks  he  writes  about. 
HOT  TIP.  John  E.  Colley,  a 
Saratoga  Springs  (N.  Y.)  mon- 
ey manager,  says  that  a  year 
ago,  Sturza  offered  him  the 
$18,000  tip  service  free  if  Col-  FIGHTING 
ley  agreed  to  unload  his  Or- 
ganogenesis  holdings.  When  Colley  de- 
clined, he  says  Sturza  told  him:  "If  you 
don't  want  to  look  like  a  fool,  unload 
all  your  Organogenesis  stock.  I  know 
what's  coming  clown,  this  stock  is  going 
to  tank."  Colley  says  he  asked  if  Sturza 
was  heeding  his  own  advice.  "My  friends 
and  family  are  making  millions,"  Colley 
says  Sturza  responded.  Sturza  called 
Colley's  comments  "a  lie." 

Long-term  Organogenesis  investors 
contend  that  the  allegedly  false  and  mis- 
leading information  about  the  company 
spread  by  Sturza  constitutes  a  repetitive 
pattern.  Over  the  past  14  months,  Stur- 
za has  written  more  than  a  dozen  arti- 
cles slamming  the  company,  some  of 
them  apparently  timed  to  counteract 
positive  news.  Investigators  are  look- 
in.:  at  whether  the  pattern  suggests  a 
coordinated  effort  by  Sturza  and  short- 
sellers  to  manipulate  the  stock. 

Sturza's  first  salvo  was  fired  on  Feb. 
9,  1995,  when  he  forecast  that  Organo- 
genesis' -hance  of  success  in  a  key  clin- 


ical trial  of  its  Graftskin  was  "no  more 
than  25%."  Trading  records  show  that 
volume  began  rising  a  week  before  the 
report  was  published.  Within  two  weeks, 
amid  heavy  short-selling,  the  share  price 
plunged  nearly  40%,  to  about  9'A.  But  in 
March,  the  company  announced  that 
clinical  trials  showed  Graftskin  success- 
ful in  healing  chronic  venous  ulcers. 

On  May  7,  Sturza  claimed  the  stock 
was  worth  only  $3  a  share  "given 


THICK  SKIN 


mous  letter  was  sent  to  Sandoz  ] 
quarters  in  Basel,  Switzerland,  out] 
the  shorts'  criticisms  of  Organoge 
and  warning  the  drugmaker  to  recc 
er  a  deal.  In  response,  Sandoz  hire 
ditional  consultants  to  investigat< 
company.  Organogenesis  was  gi\ 
clean  bill  of  health.  But  the  Sandoz 
keting  deal,  announced  on  Jan.  17 
delayed  up  to  six  weeks  by  the  si 
letter-writing  campaign,  Organoge 


Unlike  rival  products,  Graftskin  1 
both  dermal  and  epidermal  layers.  A  Universil 
of  Miami  dermatology  expert  with  no  ties  to 

the  company  calls  it 
"extremely  promising 


BACK:  CEO  Stein  and  President  Rovee 

Organogenesis'  dire  financial  position,  its 
record  of  previous  failures,  its  flawed 

Graftskin  clinical  trial  results  "  Trading 

greatly  picked  up  10  days  before  the  re- 
port. In  June,  however,  the  fda  informed 
the  company  it  would  give  an  "expedited 
review"  to  its  application  to  market  the 
product.  A  month  later,  Stein  raised  $15 
million  in  a  private  placement  to  fund 
further  research  and  development. 

When  Organogenesis'  stock  nearly 
doubled,  to  20,  by  early  November  on 
additional  positive  announcements,  Stur- 
za again  went  on  the  attack.  In  a  Nov. 
16  report,  he  claimed  that  "given 
Organogenesis'  dire  predicament . . .  the 
end  is  near."  Increased  short-selling 
after  the  report  pushed  the  share  price 
back  down  30%,  to  $14.  The  report 
seemed  designed  to  deflate  growing 
excitement  about  reports  of  an  immi- 
nent marketing  agreement  with  a  major 
company — rumored  to  be  Sandoz. 

In  November,  according  to  an  Organ- 
ogenesis official,  an  eight-page  anony- 


says.  The  licensing  deal  calls  for  Si 
to  invest  up  to  $37.5  million  and 
Organogenesis  royalties,  the  exper 
regulatory  approvals  outside  the 
and  marketing  costs.  A  Sandoz  sp 
man  in  New  York  had  no  commen 
CLASS  ACTION.  After  the  announce] 
short-sellers  knocked  the  agreemen 
unleashed  a  new  burst  of  short-se 
which  pushed  Organogenesis  stock 
25%  in  three  days.  It  was  accompl 
with  a  technique  called  "married  \ 
in  which  investors  buy  both  the  co 
ny's  shares  and  puts — options  tc 
stock  at  a  specified  price  over  a  spe 
period  of  time — whose  expiration  A 
be  a  few  weeks  down  the  road  in  ; 
ipation  of  a  company  announcer 
When  shorts  want  to  stifle  a  rise 
stock  price,  they  sell  the  shares 
bought  on  the  open  market,  which 
ates  downward  pressure  on  the  : 
price.  This,  in  turn,  forces  all  pu 
vestors,  not  just  those  involved  ii 
ploy,  to  sell  stock  to  limit  then-  loss 
several  investors  use  the  techniqi 
the  same  time,  the  market  is  flo 
with  selling,  which  can  drive  the 
down  even  further.  Sturza  confirms 
the  married-put  technique  was  par 
responsible  for  the  price  drop  afte: 
Sandoz  announcement. 

So  far,  short-sellers  apparently 
underestimated  the  resolve  of  the 
pany  and  its  long-term  investors:  S 
holders  are  preparing  a  class  ai 
against  Sturza  and  a  group  of  h 
funds  alleging  stock  manipula 
Organogenesis  can  only  hope  Graf 
proves  as  exciting  as  the  full-blown 
fare  it  has  sparked  in  the  stock  ma 
By  Michael.  Schroed 
Washiv. 
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When  you  re  working  together, 
it  helps  to  be  on  the  same  page. 


llaborate 


Introducing  the  new  IBM  PC  700  with  built-in  collaboration  features.  Two  people. 


In  two  places.  Working  on  one  document.  At  one  time.  Now  that's  teamwork.  With 
Ivances  in  our  latest  PC  700,  two  colleagues  working  on  a  project  can  put  their 
s  together  and  communicate  directly  through  their  computers.  They  can  revise 
ument  onscreen  simultaneously.  They  can  work  closely  together  when  they  aren't 
ler  at  all.  And  the  best  part  is,  they  can  do  it  all  without  the  slightest  bit  of  jet  lag. 

le  details,  call  1  800  426-7255,  ext.  4609,'  Or  visit  US  at  WWW.pc.ibm.COm/desktop/.         Solutions  for  a  small  planet" 


IBM  PC  700 

Inter  ProShare™ 
Up  to  166MHz  Pentium* 
processor2 1  NetFinity™ 
management  software 
Internet  home  page  offering 
Lotus*  SmartSuite® 


m-Hpm  EST.  In  Canada,  call  I  Hill)  465-3299  (ask  for  document  #45171).  'Intermit  speed.  External  speed  =  66MHz.  IBM  is  a  registered  trademark  and  NetFinity  and  Solutions  for  a  small  plane! 
wrks  of  International  Business  Machines  Corporation.  Intel  and  Pentium  are  registered  trademarks  and  ProShare  is  a  trademark  of  Intel  Corp.  Lotus  and  SmarlSuite  are  registered  trademarks  of 
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MUTUAL  FUNDS 


THE  UNFLAPPABLE 
T.  ROWE  PRICE 

Yachtsman  Collins'  departure  won't  rock  the  boat 


For  nearly  12  years  as  president  and 
chief  executive  officer  of  T.  Rowe 
Price  Associates  Inc.,  George  J.  Col- 
lins did  all  he  could  to  protect  the  big 
mutual-fund  group's  stockholders  from 
surprises.  But  at  the  Apr.  12  annual 
meeting,  Collins  plans  to  deliver  a  big 
one.  The  55-year-old  fund  execu- 
tive and  avid  sailor  will  announce 
both  his  retirement  and  his  suc- 
cessor— George  A.  Roche,  54,  the 
firm's  chief  financial  officer.  Col- 
lins will  leave  by  next  April  to 
captain  a  64-foot  yacht  in  the 
grueling  nine-month  Whitbread 
Round  the  World  Yacht  Race. 
"It  is  one  of  those  life-defining 
acts,"  he  says  of  his  planned  ad- 
venture. "We're  going  to  be  play- 
ing iceberg  tag." 

Collins  knows  a  few  things 
about  dodging  dangerous  giants, 
having  successfully  piloted  his 
firm  around  behemoths  such  as 
Fidelity,  Vanguard,  and  Merrill  Lynch. 
Over  the  past  decade,  Baltimore-based 
T.  Rowe  Price  has  evolved  from  a 
stodgy  investment-counseling  firm  to 
one  of  the  industry's  strongest  and  best- 
run  fund  companies:  Assets  under  man- 
agement have  swelled  from  $19  billion 
to  $81  billion,  two-thirds  of  which  are  in 
mutual  funds;  the  number  of  funds  has 
grown  from  23  to  68;  and  fund  share- 
holder accounts  have  risen  from  1  mil- 
lion to  4  million.  Since  the  firm's  1986  in- 
itial public  offering,  the  stock  is  up 

T.  ROWE  PRICE  S 
ASSETS  HAVE  SOARED... 


nearly  tenfold,  more  than  four  times 
the  gain  of  the  Standard  &  Poor's  500- 
stock  index  during  the  period. 

Those  figures  are  a  direct  result  of 
the  top-notch  investment  returns  that 
Price's  mutual  funds  have  been  racking 
up.  According  to  the  latest  ratings  from 


ON  DECK:  Roche,  right,  will  succeed  CEO  Collins 


mutual-fund  data  company  Morningstar 
Inc.,  29  of  the  44  T.  Rowe  Price  stock 
and  bond  funds  earned  either  four  or 
five  stars,  the  two  highest  ratings  for 
risk-adjusted  performance. 
takeover  BAIT?  Collins'  departure 
probably  won't  lead  to  radical  changes. 
There's  not  much  need,  and  Roche  has 
been  part  of  a  team  of  executives,  in- 
cluding Collins  and  managing  directors 
James  S.  Riepe,  52,  and  M.  David  Testa, 
51,  that  have  run  the  firm  since  the  ear- 
ly 1980s.  Roche  says  team  management 

...AND  WALL  STREET 
HAS  TAKEN  NOTICE 


ASSETS  UNDER 
MANAGEMENT 

60-  BILLIONS  OF  DOLLARS 
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will  remain.  "A  lot  of  companies  h 
single  individual  make  the  decisioi 
says.  "We  don't." 

When  Collins  and  his  cohorts 
over,  T.  Rowe  Price  and  its  funds 
hardly  standout  performers.  But 
took  critical  steps  that,  for  the 
broke  the  mold.  They  revampe 
search,  broadening  the  role  of  am 
and  recruiting  fresh  talent.  The} 
ended  the  heavy  dependence  on  g] 
stocks  (firm  founder  T.  Rowe  Pric 
neered  growth-stock  investing)  ai 
traduced  more  conservative  equity 
and  expanded  the  bond  fund  offer 
Top-performing  fund  managers 
can  earn  big  bucks.  Veteran  fund 
ager  John  H.  Laporte,  who  pilote 
New  Horizons  Fund  to  a  55.4%  r 
last  year,  earned  $250,000 
$1.3  million  bonus.  And  in  t 
the  firm  public — only  a  h£ 
of  mutual-fund  companies 
management  can  use  sto> 
currency  to  retain  talent,  i 
30%  of  the  stock  is  held  b; 
ployees,  spread  through 
ranks. 

Perhaps  the  most  impc 
strategic  decision  that  the 
lins  crowd  made  was  an 
charge  into  the  401(k)  bus 
which  produces  a  steady, 
able  stream  of  money  f( 
funds  to  invest.  "Back  th 
looked  like  an  administr 
hassle,"  said  Riepe.  But  T.  Rowe  i 
which  was  already  known  for  gooc 
tomer  service,  plied  its  talents  to  a 
a  multitude  of  plan  sponsors  and 
sands  of  employees  with  custoi 
payroll  deductions  and  persons 
quarterly  reports.  Price's  401(k) 
ness  now  has  $20  billion  in  asset 
800,000  participants,  giving  the  f 
strong  foothold  in  a  business  in  1 
many  competitors  are  still  tryii 
climb  to  the  first  rung. 

With  the  industry  consolidating, 
tential  threat  to  Price  these  days 
takeover.  T.  Rowe  Price  is  the  la 
publicly-held  fund  company  after  F 
lin  Resources  Inc.,  and  has  long  be 
the  top  of  every  suitor's  list,  thoug 
body  has  made  a  bid.  "I  suspect  tl 
a  takeover  premium  already  buill 
the  stock  price,"  says  analyst  Da\ 
Hilder  at  Morgan  Stanley  &  Co. 
agement  has  long  dismissed  that 
"We're  just  not  interested,"  says  E 
Barring  a  takeover,  the  main 
lenge  confronting  Collins — and 
Roche — is  to  continue  doing  what 
have  already  proved  masters  in  en 
ing:  getting  around  those  icebergs 
By  Roy  Furchgott  in  Balti 
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they  call  something  you  can  see  in  the 
distance  hut  disappears  once  you  get  there  a  mirage 
Next  thing  you  know,  they  II  call  it  Social  Security. 


It  has  been  suggested  that,  in  the  not  too 
distant  future,  Social  Security  as  we  have 
known  it  could  cease  to  exist.  A  mere  shadow 
of  its  former  self,  at  best.  Clearly,  the  need 
for  financial  self-reliance  has  never  been 
greater.  And  while  it  might  surprise  you, 
John  Hancock  helps  millions  of  individual 
and  institutional  investors  to  achieve  precisely  this  goal 
each  and  every  year.  Just  as  we  have  for  the  last  130. 

With  a  strategy  that  seeks  to  balance  risk  with  protec- 
tion of  one's  assets,  John  Hancock  has  earned  a  reputation 
for  innovation  and  vision  with  thousands  of  investors. 
Including  those  American  workers  whose  pension 
funds  have  been  entrusted  to  us. 

It  is  this  disciplined  approach  that  is  at  the  heart  of 
our  family  of  mutual  funds,  with  a  range  of  investments 
from  stocks  to  bonds.  The  tax-deferred,  long-term 
growth  potential  of  our  fixed  and  variable  annuities. 
And,  as  you  would  expect,  the  protection  and  growth 
potential  of  variable  life  insurance. 

To  learn  more,  contact  your  John  Hancock  repre- 
sentative or  your  personal  financial  advisor. 

Insurance  for  the  unexpected. 
Investments  for  the  opportunities:" 


WORLDWIDE  SPONSOR 


tments  involve  risks,  and  past  performance  is  no  guarantee  of  future  results.  Withdrawals  prior  to  age  59M  for  an  annuity  contract  may  result  in  a  10%  IRS  penalty.  Surrender  or  withdrawal 
s  may  apply  to  annuity  and  life  insurance  contracts.  For  registered  products,  you  will  receive  a  prospectus  containing  more  comolete  information  inrludinu  charts  and  evnen^t  Rmrl  the 
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BY  GENE  G.  MARCIAL 

MORE  SPRING 
IN  FOAMEX 

Wall  Street  veteran  Marshall  Cogan, 
who  ran  legendary  brokerage  Co- 
gan Berlind  Weill  &  Levitt  during  the 
go-go  1960s,  is  back  buying  stock,  this 
time  in  Foamex  International  (fmxi),  of 
which  he's  been  chairman  and  ceo 
since  it  went  public  in  1993.  In  recent 
weeks,  he  and  other  Foamex  brass 
have  been  loading  up:  The  shares  have 
leaped  from  6Yz  to  9%  so  far  this  year. 
Cogan's  fresh  interest  in  Foamex, 
North  America's  largest  maker  of 

STILL  UNDERVALUED? 


EARNINGS 
PER  SHARE 

1997  Est. 
$1.38 

1996 1st 
870 

1995* 
-30 

1994**  , 
980 

1993 
-200 

k  DOLLARS        'EXCLUDES  RESTRUCTURING  CHARGE  OT  $2  01 
"EXCLUDES  m  FROM  NONUNION  BENEFITS, 
AND  4«  CHARGE  ON  DEFERRED  TAX  SETTLEMENT 

DATA.  BLOOMBERG  FINANCIAL  MARKETS.  FIRST  CALL  CORP. 

polyurethane  foam  and  foam  products, 
has  enticed  other  pros  to  jump  in. 

What's  the  deal?  The  company  has 
been  buying  back  its  shares — 1  million 
so  far — under  a  plan  to  repurchase  2 
million,  or  8%  of  those  outstanding.  If 
Cogan  doesn't  succeed  in  his  goal  of 
boosting  the  value  of  Foamex  stock  in 
fairly  short  order,  he's  likely  to  take 
the  company  private,  according  to  one 
money  manager  who  has  been  buying 
up  shares. 

"He  thinks — and  many  of  us  agree — 
that  the  stock  is  too  cheap,"  says  this 
pro.  "Marshall  knows  that  one  of  the 
big  European  chemical  companies  will 
buy  the  company  if  he  shops  it 
around,"  he  adds.  "But  he'll  be  happier, 
I  know,  buying  the  company  himself." 
This  money  runner  figures  the  stock 
is  worth  at  least  15. 

Cogan  has  been  trying  to  turn 
around  the  sleepy  foammaker,  which 
was  hurt  last  year  by  a  jump  in  chem- 
ical costs  and  slippage  in  demand  for 
foam.  He  has  closed  13  plants  and  is 
talking  with  possible  buyers  for  two 
units:  jps  Automotive,  which  makes 
fabrics  and  carpets  for  cars,  and  Per- 


fect Fit,  a  maker  of  bedding  and  com- 
forters sold  through  the  likes  of  Sears, 
J.  C.  Penney,  and  Federated  Depart- 
ment Stores. 

Analysts  expect  the  asset  sales  to 
help  Cogan  pare  down  debt,  currently 
$732  million,  to  $400  million  this  year. 
The  restructuring  is  expected  to  re- 
duce costs  and  improve  margins. 

Sales — without  jps  and  Perfect  Fit — 
will  drop  from  1995's  $1.2  billion  to 
$1.07  billion  in  1996,  but  "the  greater 
impact  on  earnings  is  from  improve- 
ments in  gross  margins  and  a  reduction 
in  interest,"  says  Harris  Cohen,  an  an- 
alyst at  Furman  Selz,  a  New  York  in- 
vestment bank.  He  figures  interest  will 
drop  from  $81  million  in  1995  to  a  rate 
of  $45-$50  million  in  the  second  half  of 
the  year,  as  proceeds  from  asset  sales 
are  used  to  pay  down  debt. 

VACATION  BREAK 
GETS  SET  TO  PARTY 

Remember  time-sharing?  No,  it  hasn't 
gone  away.  In  fact,  it's  staging  a 
fast  comeback,  this  time  as  vacation 
ownership  interests  (vois). 

A  few  years  back,  "time-share  in- 
terest was  viewed  with  as  much  dis- 
dain as  a  leper  at  a  garden  party," 
says  Dennis  McAlpine  of  Josephthal 
Lyon  &  Ross.  That  changed  when  Walt 
Disney,  Hilton  Hotels,  and  Marriott 
made  time-sharing  a  moneymaker. 

But  McAlpine  says  Vacation  Break 
USA  (vbrk),  a  direct  marketer  of  vols, 
is  the  stock  to  bet  on.  This  company  is 
a  pure  play  in  "the  fastest-growing 
segment  of  the  travel  industry,"  he 
says.  It  went  public  in  December  at  5 
and  is  now  at  TA.  He  expects  the  stock 
to  double  in  a  year,  as  investors  be- 
come more  comfortable  with  the  in- 
dustry and  the  company. 

He  figures  Vacation  Break,  whose 
revenues  jumped  to  $117.5  million  last 
year,  up  from  1994's  $104  million,  will 
make  $1.15  to  $1.20  a  share  this  year, 
up  from  last  year's  900.  The  company 
says  sales  of  vois  in  1995  rose  to  $40.3 
million,  up  from  $27.6  million  in  1994. 
The  figures  don't  include  deferred  sales 
of  vois  in  projects  under  development. 

Initially  a  marketer  of  vois  for  other 
resort  owners,  Vacation  Break  acquired 
its  first  resort  in  1993  and  has  since  ac- 
quired three  more.  It  now  owns  prop- 
erties totaling  more  than  22,000  vols, 
and  has  over  15,000  vols  for  sale.  Va- 
cation Break  also  earns  decent  money 
in  financing  vol  sales. 


At  its  current  price-earnings  rat: 
about  5,  based  on  1996  profit  estimi 
"Vacation  Break  is  the  cheapest  s 
among  its  peers,"  argues  McAlpine 

DATR0N  COMES  IN 
LOUD  AND  CLEAR 

Datron  Systems  (dtsi)  has  suffi 
two  bad  blows  this  year,  sem 
its  stock  reeling.  In  late  January, 
maker  of  wireless  gear  cancelec 
$8.8  million  contract  in  the  Middle  ] 
after  the  customer  failed  to  secur 
nancing.  And  in  early  March,  it  wai 
of  a  $1.3  million  loss,  or  40<z  to  & 
share,  for  the  year  ended  Mar.  31. 
alysts  had  expected  a  profit  of 
The  shares  fell  from  16  to  13,  w] 
they're  trading  now.  No  matter, 
tron  has  fans  who  swear  that 
stock,  which  peaked  at  25  in  mid-1 
is  way  undervalued. 

One  bull  is  Thomas  Friedberj 
Genesis  Merchant  Group  Securitic 
San  Francisco,  who  thinks  Datro 
"an  exceptional  value"  given  its  op 
tunities  for  earnings  growth  in  the  : 
two  years.  Datron,  he  notes,  trade 
only  11.6  times  his  fiscal  1997  estir 
of  $1.15,  and  7.6  times  1998's  estimi 
$1.75.  He  says  Datron's  book  valu 
about  $12  a 
share — not  far 
from  its  stock 
price.  Friedberg 
sees  the  stock  hit- 
ting 28  by  late 
1997. 

What's  so  hot 
about  Datron?  Its 
products  include 
two-way  radios 
and  satellite  com- 
munication sys- 
tems and  anten- 
nas. Customers 
include  the  State 
Dept.,  Drug  En- 
forcement Admin- 
istration, and  foreign  governments 
Datron  has  introduced  a  direct  br 
cast  satellite  (dbs)  antenna  for  recer 
digital-quality  TV  signals  in  motor  ho 
and  trucks.  It  has  signed  up  coasl 
coast  distributors  for  its  dbs  mobile 
tennas,  he  says,  marking  the  last  i 
before  full-scale  selling  begins. 

"The  second  half  of  1996  should 
much  brighter  as  margins  improve 
new  products  are  introduced,"  s 
Matthew  Desmond,  analyst  at  The  . 
Chip  Review  in  Portland,  Ore. 
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formation  Processing 


COMMUNICATIONS 


Y  BEATING 

ESE  LONG-DISTANCE  RATES 

and  more,  the  technically  adept  are  making  cheap  calls  over  the  Internet 


i  his  home  in  Guam,  David  C. 
ces  used  to  pay  as  much  as  $1.25 
minute  to  call  relatives  and 
back  in  the  U.  S.  But  now,  as 
'  a  hobbyist  organization  called 
te  World  Dial-Up  Project,  he  can 
ny  of  those  people  for  just  pen- 
ninute.  There's  no  scam  involved 
illegal  phone  "phreaking."  He's 
ing  the  Internet.  Equipped  with 
per  software,  personal  computers 
anywhere  on  the  Net  can  create 
apest  voice-communication  links 
.  For  the  $15  to  $20  a  month 
Internet-access 
s  charge,  you 
ike  all  the  calls 
mt — to  anybody 
,s  the  same  set- 
th  no  limit  on 
or  destination. 
;s  and  other 
ally  adept  Inter- 
re  taking  advan- 
an  imbalance  in 
:ing  of  communi- 
capacity,  or 
dth.  Phone  corn- 
charge  accord- 
time  and  dis- 
-the  longer  you 
nd  the  farther 
1,  the  more  you 
iternet  connec- 
ven  though  they 
the  same  wires, 
i  at  flat  monthly 
Bvised  with  E- 
.  mind,  and  the 
;ion  to  an  Inter- 
:ess  company  is 
a  local  call.  So, 
e  right  software 
some  forbear- 
sound  quality  is 
i  to  snuff — you 
lg-distance  call- 
Internet  prices, 
the  Internet, 

rEC'S  GANOR: 

rriers  oppose 
egulation 
r  business 


which  has  already  swept  through  the 
computer  business,  rewriting  the  rules 
for  phone  companies,  too?  "In  the  short 
term,  the  answer  is  no,  but  in  the  long- 
er term,  yes,"  says  Eli  M.  Noam,  profes- 
sor of  economics  at  Columbia  University. 
Clearly,  the  Net  calling  phenomenon, 
which  began  as  an  amusing  pastime  a 
year  ago,  is  going  mainstream.  Techno- 
logically hip  businesses  are  using  Inter- 
net calling  to  bypass  high  international 
tolls  and  cut  costs  of  nonvoice  traffic- 
such  as  faxes.  An  estimated  1.5  million 
Internet  phone  products  have  been 


shipped,  although  not  all  are  in  use.  By 
yearend,  Internet  phoning  will  be  a 
standard  feature  in  Web  browser  pro- 
grams from  Netscape  Communications 
Corp.  and  Microsoft  Corp.,  opening  Net 
calling  to  millions  of  Intemauts. 
"BEST  MINDS."  Phone  companies  point 
out  the  drawbacks  of  Internet  calling — 
poor  quality  and  the  need  to  make  sure 
the  person  you're  calling  is  logged  on— 
but  many  telecom  executives  admit  that 
advancing  technology  will  erase  such 
limitations.  "You  have  the  best  minds 
out  there  working  on  Internet  calling. 


Telephony 
On  the  Net 


MOVERS  AND  SHAKERS 


VOCALTEC  Its  1-phone  is 
the  leading  software, 
but  more  than  a  dozen 
other  companies  are  on 
its  heels,  including  Quar- 
terdeck and  NetSpeak 

VOXWARE  Its  voice- 
compression  software 
was  chosen  by  Netscape 
Communications  for  use 
in  its  Web  browser 

INTEL  AND  MICROSOFT 
They've  rallied  more  than 
100  companies  around 
new  telephone  and  video 
standards  for  the  Net 


HOW  TO  GET  STARTED 


VOICE-ON-THE-NET  (VON) 
coalition  offers  a  list 
of  all  Internet-calling 
products  at  www.von.com 

FREE  WORLD  DIAL-UP 
PROJECT  has  volunteers 
working  worldwide  to 
patch  Internet  calls  into 
local  phone  networks 
(www.  pu  lver.com/fwd ) 


U.S.  Savings 

Bonds 
Are  Now  Tax 
Free  For 

College. 
Good  News 

Today. 
Better  News 
In  18  Years. 


:  the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  it  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free.  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 

I  S.  Savings  Bond.'' 


I  In-  ( Ireal  Vmerican  Investment 

A  public  service  ol  this  publicalion 


Information  Processing 


They  will  make  it  work,"  says  Catherine 
M.  Hapka,  executive  vice-president  for 
markets  and  chief  strategist  at  U  S 
West  Communications  Group. 

The  most  promising  applications  will 
be  those  that  combine  voice  calling  with 
other  Internet-based  services.  At  AT&T, 
executives  talk  about  ways  to  help  cor- 
porations build  phone  or  even  video- 
phone connections  into  their  public  Web 
pages.  That  could  enhance  online  shop- 
ping or  game-playing,  or  give  customers 
quick  lines  to  a  supplier's  help  desk. 
Companies  such  as  Netscape,  Quarter- 
deck, Connectix,  and  White  Pine,  mean- 
while, are  developing  collaboration 
schemes  that  will  let  people  converse 
while  viewing  and  jointly  editing  a  doc- 
ument on  the  Web.  Internet  phoning 
"will  become  quite  competitive  with  tra- 
ditional telephone  service,"  says  Michael 
Goldstein,  president  and  ceo  of  Vox- 
ware  Inc. 

Voxware  is  one  of 
more  than  a  dozen 
makers  of  Internet 
calling  software  that 
have  jumped  into  the 
market.  The  new  in- 
dustry is  already  get- 
ting crowded.  That's 
why  the  stock  price  of 
VocalTec,  the  leading 
company  in  the  field, 
has  plunged  to  around 
9 — down  from  19  at 
its  initial  offering  in  early  February. 
SIDESTEPPED.  To  make  Internet  calling 
easier  for  corporations,  VocalTec  has 
teamed  up  with  Dialogic  Corp.  to  build 
gateways  that  fink  Internet  calls  to  and 
from  local  phone  systems.  Internet  en- 
thusiasts around  the  world  are  doing 
the  same  for  consumers.  More  than  300 
volunteers  in  80  countries  have  formed 
the  Free  World  Dial-Up  Project  and 
have  programmed  their  PCs  to  complete 
Internet  calls  on  the  local  phone  line. 

The  Net's  largest  impact  on  telephone 
rates  will  be  where  they're  highest — 
on  international  routes.  Today,  as  many 
as  50%  of  transatlantic  connections  car- 
ry fax  messages,  which  are  digital  and 
therefore  perfectly  suited  for  transmis- 
sion over  the  Net.  CallWare  Technolo- 
gies Inc.  in  Salt  Lake  City  has  come 
up  with  an  Internet  scheme  to  make 
international  voice-mail  a  local  call.  A 
traveling  executive  in  London  could  use 
a  laptop  computer  to  connect  over  the 
Net  to  a  CallWare  voice-mail  system 
miming  on  a  PC  back  in  the  U.  S.  The 
PC  would  signal  that  system  to  send 
voice  mail,  in  digitized  form,  back  over 
the  Net  for  playback  on  the  laptop.  The 
same  setup  could  be  used  for  leaving 


The  price  gap  that 
Internet  calling 
enjoys  will  narrow 
-as  regular  phone 
rates  come  down 


messages  for  others.  No  long-dis 
phone  call  would  be  required. 

CallWare  is  also  working  on  a 
based  "callback"  scheme:  Via  the 
that  same  executive  could  commar 
U.  S.  computer  to  dial  another 
number  over  the  phone  network  a 
as  call  him  back  in  London.  The  co 
er  would  then  link  those  two  calli 
he  would  have  a  call  from  Lond 
the  U.  S.  that  avoided  Britain's  rel 
ly  high  tariffs  on  outbound  calls. 
MONKEY  WRENCH.  Before  more  th 
enterprising  few  start  calling  aero; 
Internet,  though,  the  technolog; 
have  to  improve.  Now,  the  call 
clearest  when  just  one  person  s 
at  a  time.  That's  because  the  Net's 
ways  are  unpredictable  and,  depe 
on  traffic  conditions,  the  data  "pa< 
into  which  a  digitized  voice  has 
broken  may  arrive  out  of  order,  < 
layed.  Intel,  Mici 
and  100  other  ci 
nies  have  lined  i 
hind  new  stan 
that  will  reduc 
problem  by  £ 
packets  with  vo 
video  data  highe 
ority  on  the  Ne 
Another  m< 
wrench  has  bee 
response  from 
carriers.  Alarm 
the  prospect  of 
net  calling,  America's  Carriers  Tel 
munication  Assn.  (acta),  a  trade 
representing  130  small  long-dis 
companies,  has  petitioned  the  F< 
Communications  Commission  to 
late  Internet  telephony.  Elon  C 
president  and  ceo  of  VocalTec, 
acta's  move  "upsets  me."  To  fight 
Net-phoning  hobbyists  and  soft 
companies  have  formed  the  Voi< 
the-Net  (von)  coalition. 

Ultimately,  industry  executive: 
the  pricing  gap  that  makes  Int 
calling  so  attractive  may  narrow.  I 
unfettered  competition  in  phone  s< 
will  force  rates  down  for  ordinar 
vice.  And  as  more  telephoning  an< 
eo  soak  up  gobs  of  Internet  cap 
carrier's  are  likely  to  charge  moi 
Internet  services.  Already,  Intern 
cess  providers  such  as  bbn,  MCI 
Uunet  have  instituted  usage-sen 
pricing  for  certain  high-capacity  cc 
tions.  Instead  of  paying  bbn  a  flat 
a  month  for  so-called  Tl  service,  h 
usage  customers  can  end  up  payi 
much  as  $3,000.  Even  on  the  Inter 
giveaway  can't  last  forever. 

By  John  W.  Verity  in  New  York 
bureau  reports 


"Oracle  Applications 

delivered  in  half  the  time  and 
for  half  the  cost  of  SAP." 

Chuck  McDowell,  VP  and  Comptroller 

Unocal  Corporation 


st  1 1  months,  Unocal  Corporation,  an  $8  billion 
[national  energy  company,  moved  from  their 
y  mainframe  financial  systems 
'acle  Applications.  The  new 
e  system  will  save  Unocal 
million  over  the  next 


Market 
Management 


Human 
Resources 


Oracle  Applications  automate  your  entire  enterprise  with  over 
30  integrated  software  modules  for  financial  management, 
supply  chain  management,  manufacturing, 
project  systems,  human  resources, 
and  market  manai;ement. 


Supply  Chain 
Management 


Manufacturing 


/ears. 


Projects 


Finance 


le  is  the  world's  fastest 
ng  supplier  of  business  appli- 
is  software.  And,  Oracle  has  more 
/server  manufacturing  and  financial  application 
running  than  anyone  else. 


e  d  Techno 


0* 


If  you  want  to  implement  mis- 
sion-critical applications  in  half 
the  time  and  for  half  the  cost, 
call  Oracle  at  1 -800-63 3"  1 06  1 , 
ext.  8323  today  for  more  information  or 
to  register  for  our  free  Applications  Seminar. 
Or  find  us  on  the  Web  at  http://www.oracle.com 


ORACLG 

Enabling  the  Information  Age  1 


Oracle 


Applications 


Attend  our  free  Applications  Seminar.  Call  1-800-633-1061 ,  ext.  8323. 
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IMAGINE 


I  building  a 
Web  site  that  really 
means  business. 

Every  day,  more  businesses  are  creating  their  own  Web  sites.  To  \ 
your  business  apart,  you  need  a  site  that  communicates  effective 
At  the  same  time,  it  should  be  cost  effective  to  create  and  maintai 

Today,  no  other  company  has  more  solutions  to  help  you  cre< 
a  compelling  Web  site  and  maintain  it  than  Adobe  Systems.  Recent 
just  creating  a  site  was  an  expensive,  complex,  highly  specializ 
and  almost  thankless  task.  Now,  Adobe  tools  streamline  and  simpl] 
this  task,  making  it  easy  to  create  a  look  and  feel  that  sets  you  apa 
We've  also  made  the  updating  and  maintenance  of  your  site  an  almc 
seamless  process. 

Best  of  all,  your  visual  identity,  colors,  logos,  type  and  more  can 
easily  preserved  across  the  Web  thanks  to  Adobe  s  Web  publishing  a] 
printing  solutions.  So  why  put  up  a  Web  site  that  gets  lost  in  the  crow 
To  build  one  that  means  business,  call:  1-800-521-1976,  Ext.  B4376 
visit  our  Web  site  at  http://www.adobe.com/?BW. 

be,  th    \  1  i    logo  and  other  indicated  Adobe  trademarks  are  the  property  of  Adobe  Systems  Incorporated  All  other  trademarks  are  the  property  of  their  respective  companies. 

i''l>»>  Adobe  Systems  Incorporated  All  rights  reserved. 


CREATION 


Adobe*  Photoshop* 


Adobe  Illustrator 


Adobe  Premiere 


Adobe  After  Effects 


Adobe  PhotoDeluxe 


Adobe  Type  Library 


Adobe  FrameMakef 


Adobe  Acrobat  Capture 


MANAGEMENT 
Adobe  SiteMill  " 
PRINTING 
Adobe  PostScript' 
Adobe  PrintGear  " 


wm  t  was  the  morning  .  .Pter  AT&T's  Jan.  22  announcement  of 
its  $137  million  investment  in  Hughes  Electronics  Corp.'s 
popular  DirecTV  satellite  broadcasting  service,  and  C. 
Michael  Armstrong's  Gult'stream  sat  wanning  up  on  a 
|H  runway  at  Los  Angeles  International  Airport.  From  his 
Wm  Olds  Aurora,  the  Hughes  chairman  sprinted  up  the  gang- 
way and  settled  into  his  seat  in  the  jet's  wood-paneled  cabin. 

Within  minutes,  the  Gulfstream  thundered  down  the  run- 
way, then  rose  and  banked  east.  Headed  to  New  York  and 
Boston  for  investor  meetings  and  a  weekend  of  rest  at  his 
condo  in  Naples,  Fla.,  Aimstrong  popped  open  a  Diet  Coke 
and  bore  down  on  a  thick  roast  beef  sandwich.  But  soon  the 
calls  started  pouring  in.  Viacom  Inc.'s  Sumner  M.  Redstone 
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had  already  phoned  to  congratulate  Armstrong  on  the 
deal.  Next,  Venezuelan  broadcast  czar  Gustavo  Cisn 
Hughes's  partner  in  its  Latin  American  DirecTV  ventur< 
layed  an  equally  upbeat  message  from  Walt  Disney 
Mike  Ovitz.  By  midfiight,  Aimstrong — his  blue  eyes  twin 
as  he  flashed  a  toothy  grin — floated  the  notion  that  his  bi: 
global  rival  was  now  Rupert  Murdoch. 

Hardly  the  typical  morning  of  a  defense-industry  e? 
tive.  But  in  the  four  years  since  the  56-year-old  Armst 
left  a  top  job  at  IBM  to  take  over  the  struggling  defense- 
tronics  manufacturer,  he  has  remade  the  $15  billion  Hu 
into  one  of  the  hottest  consumer-electronics  and  comn 
cations  companies  around. 


SWEET  VINDICATION:  Armstrong  lost  the  race  for  IBM's  top 
spot,  but  his  success  at  Hughes  has  made  him  a  GM  star' 


chael  Armstrong ' 
s  made  Hughes  an^ 
>ctronics  and 
ecom  contender 


sed,  the  Hughes  that  Ainistrong  oversees  today  could 
be  further  from  the  one  he  took  over  in  early  1992. 
ed  by  eccentric  billionaire  Howard  Hughes  in  1932  to 
lis  interest  in  aircraft  research,  the  company  spent  so 
money  developing  state-of-the-art  technology  that  even 
sntagon  balked  at  its  high  prices.  Although  Armstrong's 
:essor,  Malcolm  Currie,  had  already  cut  9,000  jobs  and 
)uring  money  into  new  commercial  technologies,  Hughes, 
urmstrong,  was  sliding  toward  financial  ruin.  In  the  sev- 
rs  since  General  Motors  Corp.'s  $5.2  billion  1985  purchase 
ghes,  its  sales  had  stagnated  at  around  $11.5  billion, 
lgs,  meanwhile,  had  dropped  30%  from  their  1988  peak, 
9  million.  With  65%  of  revenues  coming  from  defense, 


morale  was  sagging,  and  Hughes's  future  was  unclear. 

Now,  Armstrong  has  moved  Hughes  squarely  into  the 
forefront  of  some  hugely  promising — and  hugely  competi- 
tive— new  markets.  Its  DirecTV  satellite  broadcasting  system 
has  proved  one  of  the  most  successful  consumer-electronics 
product  introductions  ever.  Hughes's  fast-growing  Network 
Systems  unit,  too,  is  booming.  It  is  building  digital  wireless 
and  cellular-phone  systems  from  Atlanta  to  Vladivostok  and  is 
now  launching  DirecPC,  a  satellite-based  Internet  hookup. 
And  by  1999,  Hughes's  Spaceway  satellite  system  will  link 
phones,  computers,  and  TVs  in  a  seamless  global  network 
that  could  make  cheap,  easy  videoconferencing  a  reality. 
Even  at  once  mundane  Delco  Electronics  Corp.,  an  infusion  of 
Hughes  technology  has  given  gm's  automotive-electronics 
unit  a  jump  start  in  developing  gee-whiz  features  for  cars. 

From  the  beginning,  Armstrong's  strategy  has  been  dis- 
arcningly  simple:  First, 
exploit  Hughes's  com- 
manding expertise  in 
satellite  technology  to 
tap  into  the  commercial 
telecommunications 
boom.  Once  a  product 
is  launched,  market  like 
crazy,  both  in  the  U.  S. 
and  overseas.  To  finance 
these  ventures,  Arm- 


How  Armstrong  Fired 
Up  Hughes 


REVAMPED  CORPORATE  CULTURE 

Slashed  jobs  by  25%,  to  47,000. 
Put  focus  on  customers  and  set 
goal  of  being  No.  1  or  2  in  each 
market.  Introduced  new  compen- 
sation system  pegged  to  financial 

strong  has  squeezed  P?^?[man??;__ 

REJUVENATED  MILITARY  PROFITS 

Consolidated  defense  businesses. 
Divested  12  noncore  units  and 
strengthened  key  missile  segment 


costs  out  of  traditional 
military  businesses. 

Less  visible  but  just 
as  important,  Arm- 
strong has  overhauled 

&  .  ,  ,  e  with  an  acquisition 
every  single  aspect  of  

Hughes's  operations — 
from  the  way  workers 
get  paid  to  the  speed 
with  which  satellites 
are  built.  Striving  to 
forge  a  more  entrepre- 
neurial culture,  Arm- 
strong has  pounded 
home  some  simple — 
but  for  Hughes,  radi- 
cal—precepts. Cus- 
tomers    count     for    syst?m_to  be_iaunched  !n  I999-_ 
RESHAPED  RESEARCH  LABS 
Cut  staff  from  550  to  400. 
Forced  scientists  to  work  with  en 
gineers  and  marketers.  The  re- 
sult: technology  linked  to  com- 
mercial opportunities. 


REFOCUSED  COMMERCIAL  BUSINESS 

Focused  commercial  units  on  sat- 
ellites, telecommunications,  and 
auto  electronics.  Launched  Di- 
recTV satellite  service,  attracting 
1.5  million  subscribers  in  first  18 
months.  Other  new  services 
include  DirecPC,  a  satellite  hook- 
up to  the  Internet,  and  a  global 
two-way  digital  and  data  satellite 


everything.  Time  is  of 
the  essence.  Markets 
are  unforgiving.  "Mike 
has  brought  with  him 
this  incredible  ability 
to  focus  on  the  cus- 
tomer," says  Hughes 
Vice-Chairman  Michael  T.  Smith,  brother  of  GM  ceo  John  F. 
Smith  Jr.  "Without  that,  we  would  have  probably  been  lost." 
SEEDS  OF  RECOVERY.  And  in  an  era  when  chief  executives 
face  growing  criticism  for  overpaying  themselves  and  pan- 
dering to  shareholders  by  huge  downsizings  with  little  regard 
for  job  losses  or  future  growth,  Armstrong's  success  stands  in 
contrast.  True,  for  years  he  mercilessly  slashed  jobs.  And  he 
is  paid  amply:  In  1995  alone,  he  earned  $3.3  million  in  salary, 
bonus,  and  exercised  options,  making  him  gm's  second-highest- 
paid  exec,  behind  Smith. 

But  from  the  start,  Armstrong  also  planted  the  seeds  of 
Hughes's  recovery.  Even  as  he  cut,  Armstrong  worked  hard  to 
rebuild  morale.  And  over  the  past  four-  years,  he  has  invested 
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roughly  $2.5  billion  in  promising  new  markets.  The  result: 
Hughes  is  again  hiring  thousands  of  engineers.  "He  has 
brought  vision,  cut  costs,  and  executed  a  growth  strategy," 
says  Warren  Bennis,  head  of  the  Leadership  Council  at  the 

University  of  Southern 
California  business 
school.  "He  has  done 
a  terrific  job." 

With  the  shift,  Armstrong  has  also  moved  Hughes  into  the 
same  universe  as  some  of  the  world's  most  successful  telecom- 
munications and  broadcast  companies.  Although  Hughes  beat 
Motorola  Inc.  for  a  huge  cellular-phone  contract  from  Bell- 
South Corp.  and  has  outgunned  Murdoch's  News  Coip.  in  the 
Latin  American  satellite-TV  market,  he  can't  afford  to  gloat. 
"So  many  people  have  jumped  into  space-based  communica- 
tions," warns  Norman  R.  Augustine,  chief  executive  of  Lock- 
heed Martin,  Hughes's  biggest  rival  in  satellite  building.  "It's 
a  lot  like  the  airline  industry  20  years  ago.  Traffic  keeps 
moving  up,  but  it's  getting  awfully  crowded." 

Indeed,  Armstrong  faces  a  frontal  assault  in  virtually  every 
new  market.  With  a  new  state-of-the-art  satellite-manufac- 
turing facility  soon  to  open  in  California,  Lockheed  Martin  is 
threatening  gains  in  Hughes's  core  satellite-manufacturing 
business.  DirecTV's  success  at  persuading  1.5  million  home- 
owners to  pay  an  average  of  $37  a  month  for  175  channels  of 
programming  beamed  down  by  satellite  has  spurred  a  small 
army  of  competitors.  And  despite  Hughes's  early  gains  in 
wireless-phone-equipment  markets,  its  edge  is  quickly  being 
eroded  by  giants  such  as  Motorola  and  L.M.  Ericsson. 
"Hughes  was  way  out  in  front  of  anybody  else,"  says  Evan 
Richards,  vice-president  of  Ameritech  Cellular  Services,  a 
Hughes  customer.  "But  other  manufacturers  have  caught  up." 


H  Mike  is  not  tolerant  of  not 
doing  what  you  say  you're  going 
o  do  J I 


JACK  SHAW,  Hughes  Network  Systems 
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The  trick  is  for  Armstrong  to  stay  one  step  ahead  i 
face  of  this  intensifying  competition.  Although  defense 
remain  flat — and  now  account  for  just  40%  of  revem 
Hughes's  space  and  telecommunications  units  are  grc 
at  a  19%  annual  clip.  At  the  same  time,  tough  cost-ci 
sent  operating  margins  up  from  6.9%  to  11.6%  by 
though  heavy  spending  on  DirecTV  knocked  them  down  s 
ly  last  year.  Sales,  meanwhile,  hit  $14.77  billion  in  199 
28%  since  1991,  while  operating  earnings,  at  $1.67  b 
have  more  than  doubled.  This  year,  analyst  Cai  Von 
mohr  of  Cowen  &  Co.  expects  earnings  to  rise  an  addii 
8%,  to  $1.8  billion,  on  sales  up  7%,  to  $15.7  billion. 
joining  THE  INNER  CIRCLE.  Wall  Street  clearly  likes  wl 
sees.  Since  Armstrong's  arrival,  gmh  shares — the  Ge 
Motors  stock  linked  to  Hughes — have  soared  from 
63.  "Armstrong  is  able  to  manage  mature  businesses  e 
ly  well  as  growth  businesses.  That's  rare  in  a  ceo," 
David  L.  King,  a  portfolio  manager  for  Putnam  Invest 
Management,  which  has  4%  of  Hughes's  publicly  held  si 
"If  they  hadn't  developed  DirecTV,  we  would  not  be  a< 
to  our  position  today."  Indeed,  after  investing  $750  milli 
DirecTV,  a  payoff  is  nigh:  The  service  should  hit  the 
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ext  year.  By  1998,  Rumohr  expects  it  to  add  $400  mil- 
operating  profits  on  nearly  $2  billion  in  revenues, 
strong's  bosses  at  GM  are  also  happy.  Impressed  with 
ly  gains  at  Hughes  Aircraft  Co.,  they  moved  the  poor- 
brming  Delco  under  his  wing  in  1993.  Stiff  cost  cuts 
ince  nearly  doubled  its  operating  margins,  too,  to 
In  June,  1995,  Armstrong  was  elected  to  GM  chief 
i  seven-member  President's  Council.  He  enjoys  grow- 
uence  with  Smith  and  his  inner  circle.  "It's  powerful 
Mike  with  us,"  says  GM  Executive  Vice-President  and 
il  Counsel  Harry  J.  Pearce,  the  GM  board  member 
ersees  Hughes.  "He  challenges  just  about  everything." 
recent  spin-off  of  Electronic  Data  Systems  Corp.  has 
rumors  that  a  similar  deal  for  Hughes  might  be  in  the 
Such  a  change  would  require  a  financial  restructuring, 
gh  25%  of  gmh  shares  are  held  by  the  public,  Hughes 
s  a  wholly  owned  subsidiary  of  GM;  the  shares  simply 
ilders  a  stake  in  Hughes's  earnings.  Armstrong  refused 
ment  on  the  spin-off  rumors,  saying  only  that  the  two 
lies  have  discussed  Hughes's  equity  structure  in  the 
id  "continue  to  look  at  all  alternatives. " 
:ess  at  Hughes  is  sweet  vindication  for  the  hard- 


ALTERED  VISION:  Scientists  at  Hughes  Research  Lab  in 
Malibu  now  work  hand  in  latex  glove  with  the  business  side 

charging  Armstrong.  The  Detroit  native  joined  IBM  straight 
out  of  Miami  University  in  Oxford,  Ohio,  and  rose  rapidly.  An 
outgoing  man  known  for  a  dogged  competitiveness,  Arm- 
strong proved  a  forceful,  natural-born  salesman.  Taking  over 
IBM's  troubled  European  unit  in  the  mid-1980s,  he  became  its 
chief  pitchman.  At  one  point  he  spent  45  days  on  the  road, 
personally  patching  up  relations  with  customers.  Armstrong 
also  slashed  IBM's  red  tape  and  pushed  hard  into  new  mar- 
kets in  Eastern  Europe.  By  the  late  1980s,  he  had  turned  the 
unit  around,  earning  Big  Blue's  top  international  job  and  a 
spot  on  the  short  list  to  succeed  John  F.  Akers  (page  147). 

But  in  late  1991,  Akers  told  Armstrong  that  he  would 
not  support  him  for  IBM's  top  job.  "He  didn't  tell  me  why,  and 
I  didn't  ask,"  says  Armstrong.  When  Hughes  called  that  De- 
cember, he  was  ready  to  move.  Although  ceo  Currie  leaned 
toward  a  homegrown  engineer  as  a  successor,  GM  wanted  an 
outsider  to  bring  the  marketing  expertise  it  lacked. 
THE  NEW  MANTRA.  At  Hughes,  Armstrong  found  a  formida- 
ble challenge.  While  other  defense  makers  had  repositioned 
themselves  as  defense  budgets  shrank,  Hughes  had  drifted. 
A  push  to  convert  military  technologies  to  commercial  prod- 
ucts was  failing.  And  despite  some  streamlining,  it  was 
mostly  business  as  usual.  Senior  executives  enjoyed  compa- 
ny-paid country  clubs  and  a  fleet  of  16  corporate  jets.  High- 
salaried  scientists  at  its  research  labs  in  Malibu,  Calif.,  pur- 
sued esoteric  projects  with  little  commercial  value.  Although 
Currie  had  long  talked  about  more  dramatic  moves,  he  was 
too  steeped  in  Hughes's  old  ways.  "It  takes  a  lot  of 
time  to  change  a  corporate  culture,"  says  Currie.  "There 


k  i  There  was  an  audible  hush  7  J 
as  Armstrong  offered  big  bonuses 
to  finish  Peace  Shield  on  time 

—  JEFF  VERM  EER,  Hughes  Aircraft  engineer 
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"Mike  said  we  had  to  focus  on  hitting  home  runs.  If  w< 
couldn't  be  No.  1  or  2  in  a  market,  we  shouldn't  be  in  i 


were  some  things  we  just  didn't  get  around  to  doing." 

Although  impressed  with  Hughes  technology,  Armstrong 
was  appalled  by  the  company's  business  practices.  "Costs,  cycle 
time,  customer  focus.  Those  were  just  not  things  that  were  part 
of  the  landscape,"  he  says.  Within  90  days,  Armstrong  or- 
dered 30%  cost  cuts  across  the  board.  Before  he  took  off  on  a 
global  tour  to  meet  Hughes  customers,  he  gathered  his  man- 
ager's to  begin  hammeiing  home  a  message  that  would  become 
his  mantra.  "Mike  said  we  had  to  focus  on  hitting  home  runs," 
says  Charles  F.  Noski,  Hughes's  chief  financial  officer.  "If  we 
couldn't  be  No.  1  or  2  in  a  market,  we  shouldn't  be  in  it." 

In  all,  12,000  jobs  were  slashed  from  a  workforce  of  63,000  in 


) 

attend  finance  classes.  And  he  threw  open  the  com 
books.  "Finances  were  always  a  big  secret,"  says  Ste1 
Dorfman,  president  of  Hughes's  satellite  unit.  "Now,  ev< 
was  walking  the  floors  talking  about  return  on  net  asi 
Armstrong  also  put  his  pitchman's  skills  to  work, 
crossing  Hughes  to  spread  his  message.  "No  matte 
good  your  technology  is,"  he  told  his  engineers  tin 
again,  "you  cannot  survive  unless  you  grow."  And  whi] 
CEOs  were  rarely  seen,  Armstrong  began  holding  no- 
barred  meetings  twice  a  month  that  anyone  could  s 
When  he  visited  plants,  he  made  sure  to  talk  to  workers 
out  managers  present.  Insiders  say  he  often  canceled 

ings  with  senior  execs  t< 
talking  with  shop-floor  w< 
A  persistent,  thorough 
ager,  Armstrong  is  a  n 
preparation.  The  plaque 
desk  reads,  "Assume  nol 
Armstrong  always  dot 
homework,  his  manager 
"You  go  into  a  meeting,  ; 
knows  all  your  numbers, 
Gareth  C.  C.  Chang,  senio 
president  of  internationa 
ness  development.  "He  ha$ 
such  a  commitment  to  yo 
you  feel  you  owe  him  the 
Still,  insiders  say  he's 
micromanager.  "Mike  get 
done  with  a  light  hand  < 
reins,"  says  Arthur  N.  CI 
Hughes  research  head 
doesn't  tell  you  what  to 

...AND  HUGHES'S 
PAYOFF  ARRIVES 


SENDING  SIGNALS:  Hughes  has  outgun  ned  Rupert 
Murdoch's  News  Corp.  in  Latin  American  satellite  TV 

what  some  still  call  "the  massacre  of  '92";  another  4,000  were 
cut  in  1994.  And  the  company  took  a  $794  million  write-down 
as  it  closed  dozens  of  poorly  performing  units.  But  even  as  the 
pink  slips  piled  up,  Armstrong  began  rebuilding.  For  most  of 
those  let  go,  he  ordered  unusually  generous  severance:  $5,000 
for  training  or  tuition,  six  months  of  health-care  benefits,  and 
up  to  40  weeks  of  severance.  That  eased  the  pain  for  outgoing 
workers — and  improved  morale,  winning  Armstrong  crucial 

support  from  those  re- 
maining. "It  was  some- 
thing that  had  to  be 
done,  but  he  did  it  well 
and  fairly,"  says  Jacques  Naviaux,  a  manager  in  the  Hughes 
radar-systems  unit.  "I  respected  him  for  it." 

Armstrong  also  moved  quickly  to  overhaul  Hughes's  culture, 
which  featured  a  top-heavy  hierarchy  that  mirrored  its  military 
clients.  Managers  had  little  accountability.  And  the  engineers' 
culture  rewarded  those  who  came  up  with  the  most  sophisti- 
cated inventions — whether  or  not  the  market  wanted  them. 

So  Armstrong  kicked  off  a  sweeping  reform  of  the  com- 
pensation system.  All  workers  would  earn  a  bonus  tied  to  the 
profits  their  units  earned.  He  also  insisted  that  engineers 
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tells  you  the  results  he  wants."  Yet  woe  to  those  wh 
their  targets — Armstrong  also  has  a  sharp  temper.  "IV 
not  tolerant  of  not  doing  what  you  say  you're  going  t 
says  Jack  A.  Shaw,  chief  executive  of  Hughes  Ne 
Systems. 

Nowhere  have  the  changes  been  more  visible  tl 
Hughes's  traditional  defense  lines.  Take  the  $1  billio: 
tract  for  the  Peace  Shield,  a  sophisticated  new  air-di 
system  for  Saudi  Arabia.  By  1992,  the  project  had  ft 
year  behind.  But  Hughes  was  to  receive  a  $50  million 
if  it  finished  construction  by  the  end  of  1995.  To  give  t 
engineers  incentive  to  make  up  the  lost  ground,  Hughe 
craft  President  John  C.  Weaver  proposed  offering 
10%  of  the  bonus  to  split  among  themselves.  H< 
stunned  when  Armstrong  offered  40%  instead.  Whe 
group  assembled  to  get  the  news,  half  listening  in 
Saudi  Arabia,  "there  was  an  audible  hush,"  says  Jeff) 
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•  It's  a  question  you  may 
have  pondered  before.  But  the  answer's  really  quite  simple.  If  the 
worst  should  happen  and  you  die,  your  family  will  live  on  after  you. 

But  what  kind  of  life  will  they  be  living  when  you're  gone? 

Will  your  spouse  be  able  to  pay  the  mortgage?  Will  the  kids  be  able 
to  go  to  college?  In  short,  will  your  family  be  able  to  live  the  way 
they  would  have  if  you  were  still  alive? 


With  life  insurance,  everything's  taken  care  of.  Because  the  reality 
is  that  life  insurance  isn't  for  people  who  die.  It's  for  people  who 

live.  To  give  your  children  a  future.  To  give  your  spouse  security. 

■  ■'■  ■  . 

I  . 

Whether  you're  a  wage  earner  or  homemaker,  life  insurance  should 
be  the  foundation  of  your  family's  financial  security.  Because  life 
doesn't  come  with  guarantees,  but  life  insurance  does. 


fe  insurance  agent  can  give  you  a  plan  for  life.  A  plan 
akes  sure  the  things  you  love  will  always  be  there  for  the 
you  love.  Because  no  one  plans  to  die,  but  everybody 
a  plan  for  life.  No  one  knows  this  better  than  your 
ional  life  insurance  agent.  Hundreds  of  people  m  your 
unity  trust  your  agent  with  their  families'  futures. 
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aking  headway  in  the  Chinese  marketplace 
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icated  companies.  Now  Business  Week 
e  you  the  boost  you  need  by  bringing  you 
-face  with  China's  key  economic  decision- 
.  Don't  miss  this  important  gathering  of 
cials  from  China's  central  government, 
of  Chinese  enterprise,  and  senior 
ves  of  major  corporations  around  the  world. 
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DirecTV  was  in  the  works  when  Armstrong  arrived, 
but  he  gave  the  $750  million  project  high  priority 


Cover  Story 


Vermeer,  a  software  engineer.  They  piled  on  overtime,  and 
each  earned  a  cheek  averaging  $22,000. 

Armstrong  has  also  brought  enormous  change  to  the  once 
cushy  Hughes  Research  Laboratories  in  Malibu.  Even  before 
he  officially  took  the  helm  at  Hughes,  he  drove  up  the  twist- 
ing Pacific  Coast  Highway  to  brainstorm  with  lab  chief 
Chester  and  his  staff.  He  told  the  scientists  it  was  time  they 

started  earning  their 
keep.  To  improve  ac- 
countability, Arm- 
strong proposed  that 
50%  of  lab  funding  would  come  from  commercial  units,  rather 
than  headquarters.  And  imitating  other  well-run  research 
labs,  some  200  scientists  were  assigned  to  spend  about  a 
third  of  their  time  working  for  the  business  units. 

The  moves  profoundly  altered  Hughes's  scientists.  "In  the 
past,  it  was  detrimental  to  your  career  to  get  involved  with  the 
business  units,"  explains  Hughes  scientist  Adrian  E.  Popa. 
"Now,  for  the  first  time,  we  sat  in  on  top-level  meetings  and 
began  tossing  around  marketing  concepts."  The  payoff  is  al- 
ready coming.  In  a  wing  of  the  lab  once  devoted  to  Star  Wars 
research,  a  mix  of  Delco  and  Hughes  scientists  have  developed 
an  extensive  array  of  automotive  electronics. 


Now  making  the  rounds  of  the  auto  shows  in  a  EARLY  WARNING:  One 

prototype  vehicle  known  as  the  ssc — short  for  Hughes-Delco  system  can 
Safety,  Security,  Communications — many  of  the  spot  cars  ahead  and  help 
technologies  hold  commercial  promise.  Case  in  avert  collisions 
point:  a  collision  warning  system  that  spots  cars 
ahead  and  calculates  how  quickly  the  car  must  stop  to  avoid  an 
accident.  Manufacturing  engineers  are  trying  to  squeeze  costs 
from  the  system  so  that  it  can  be  mass-produced. 

Then  there's  a  Night  Vision  System,  which  Hughes  adapt- 
ed from  one  developed  for  gis  in  the  Persian  Gulf  War.  It  fea- 
tures an  infrared  camera  that  can  "see"  three  times  farther- 
ahead  than  a  driver  with  standard  headlights.  The  image  of, 
say,  a  nighttime  jogger,  can  be  projected  onto  the  wind- 
shield, another  technology  borrowed  from  jet  fighter's.  But  this 
one  also  gives  drivers  navigational  information,  collision  warn- 
ings, and  other  information. 

Will  this  technology  ever  find  its  way  into  ordinary  cars? 
Some  of  it  already  has.  This  fall,  buyers  of  1997  Cadillacs  will 
be  offered  an  optional  $1,000  service,  called  OnStar,  developed 
/  Delco.  OnStar  will  link  into  Cadillac  customer  service, 


which  will  know  where  a  car  is.  It  can  give  directions,  i 
the  door  when  a  driver  locks  the  keys  inside,  and  auti 
cally  call  for  help  when  the  air  bags  deploy.  Toyota  '. 
Corp.  hopes  to  add  Delco's  radar  collision  warning  syst 
its  cars  within  five  years. 

DISPROVING  THE  SKEPTICS.  But  it  is  the  high-profile  sa 
business  that  Armstrong  has  really  trained  his  sights  c 
though  Hughes  had  been  an  early  satellite  pioneer,  by  th 
ly  1990s,  it  was  custom-building  just  three  birds  a  yea 
worldwide  market  share  had  fallen  to  just  40%.  To 
production,  Hughes  ended  customization  and  centr 
manufacturing  from  43  locations  into  one  factory  floor 
ployees  were  invited  to  fill  out  weekly  "yellow  sheets' 
ideas  for  improving  production  techniques.  With  ideas 
ing  in,  production  has  soared  to  15  satellites  a  yeai 
Hughes  today  holds  60%  of  the  $5  billion  market  for 
mercial  satellites. 

That  turnaround  was  key  to  Armstrong's  strategy  of 
ing  rapidly  into  related  satellite  services.  Most  dramat 
been  the  highly  successful  launch  of  DirecTV.  Althoi 
was  in  the  works  before  Armstrong  arrived,  he  gav 
project  high  priority  and  calmed  gm's  board  when  it  wi 
that  its  $750  million  investment  wouldn't  pay  off. 

Disproving  skeptics,  the  service  has  I 
smash  hit — and  President  Eddy  W.  Hi 
stein  projects  it  will  have  10  million  vi 
by  2000.  That  heady  lead  persuaded  A] 
give  up  plans  to  launch  its  own  com] 
service  in  late  1995.  "We  wanted  to 
this  industry  fast,  and  we  wanted  to 
big,"  says  Joseph  P.  Nacchio,  v/ho 
at&t's  consumer  unit.  "That  meant  Diri 
The  U.S.  moves  are  just  the  first  sti 
Armstrong's  plans.  In  May,  Hughes  wi 
out  DirecTV  in  Latin  America.  Next  < 
Japan  in  1997,  followed  by  a  launch  in  E 
or  China.  Says  Armstrong:  "The  potenti 
international  business  far  outstrips  an> 
we  can  do  just  in  the  U.  S."  Back  in  An 
rival  satellite-TV  services  such  as  Prin 
and  Echostar  Communications  Corp., 
is  launching  services  on  May  1,  are  targ 
Hughes's  turf.  A  far-  bigger  threat  comes 
Murdoch's  News  Corp.,  which  is  also  laur 
a  Latin  American  satellite  service  by 
And  Murdoch,  who  has  teamed  up  wit 
Communications  Corp.  in  a  $2  billion 
"  venture,  may  also  soon  link  with  cable 
erhouse  Tele-Communications  Inc.  Such  a  combination  i 
give  Murdoch  worldwide  reach  and  extensive  program 
"Murdoch  would  all  of  a  sudden  have  global  programn 
says  Rick  Westerman,  an  analyst  with  ubs  Securities.  ' 
could  really  crimp  DirecTV's  strategy." 

Indeed,  Westerman  warns  that  Hughes  could  face 
mar-gin  pressure  as  competition  sends  hardware  prices 
subscription  fees  tumbling.  That  will  make  it  harder  for 
strong  to  secure  the  earnings  boost  from  DirecTV  he's  coi 
on.  He  has  to  keep  up  a  heavy  spending  program — thouj 
other-  high-tech  bets  are  far-  from  sure.  Hughes's  DirecPC 
lite  Internet  link  will  face  stiff  competition  from  high-spe< 
ble  modems,  while  its  Spaceway  satellite  videoconfere 
system  still  must  clear  regulatory  hurdles.  But  Armstrc 
not  worried  about  rivals.  "I  think  the  combination  of  GM, 


46  BUSINESS  WEEK  /  APRIL  22,  1996 


ealth  Care  for 
Needy  Newborns 
Is  Within  Our  Grasp. 

?re  is  a  group  of  people  Caught  in  the  middle,  bam  Hies  who  earn  too  ma  eh  to  qualify 
state  Medi-Cal  but  not  enough  to  afford  private  medical  insurance  that  covers  prevent- 
ive care  for  infants.  ♦  Their  children  are  at  risk.  ♦  No  one  should  have  to  choose 
ween  paying  rent,  putting  food  on  the  table  or  taking  their  child  to  the  doctor. 


The  Alexian  Brothers  Hospital  Foundation  is  acutely  aware  of  families  faced 
7/  these  kinds  of  decisions.  And  so  the  Foundation  has  established  a  program  called 
oject  Health  Start  ".  ♦  The  program  offers  Free  veil-baby  care  and  immunization 
families  in  the  Bay  Area.  ♦  If  you  know  someone  caught  in  a  financial  Bind,  unable  to 
wide  Proper  health  care  for  their  babies,  tell  them  about  Project  Health  Start. 
And  if  in  your  heart  you  can  understand  the  importance  of  such  a  program,  consider 
king  a  contribution . 

Give  the  Gift  of  Health  to  a  Newborn. 

P     R     O     J     1      (  T 

Health  Start 



r  More  Information  about  Project  Health  Start,  Call:  ( 408)251-4900. 
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husiest  kitchens 
in  town 


St.  Anthony's,  Meals  on  Wheels, 
Larkin  Street  Youth  Center 

-  -v£ 

Collecting  and  Distributing 
food  to  agencies  that  feed 

hungry  people.  SAN  FKANCISCXl 

(415)  Q57-1076  RANK 
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11  variable  annuities 
are  not  created  equal. 


If  the  variable  annuity 
you  invested  in  a  few 
years  ago  is  not  meet- 
ing your  retirement 
planning  expecta- 
tions, or  if  you  find  that  your  returns  are  being 
consumed  by  high  fees,  maybe  it's  time  you  had 
a  look  at  ours. 

"...T.  Rowe  Price  No-Load  Variable 
Annuity  brings  a  wealth  of  investment 
experience  to  the  table. ...With  excellent 
funds  and  low  fees,  it  offers  investors 
the  potential  for  considerable  growth 
over  time." 

—Morningstar  Variable  Annuities/Life  (J/31/96) 

In  addition  to  low  annuity  fees  and  investment 
costs,  you'll  find  that  the  T.  Rowe  Price 
No-Load  Variable  Annuity,  issued  by 
Security  Benefit  Life  (and,  in  New  York,  by 
First  Security  Benefit  Life),  also  offers  no 
sales  loads,  annual  maintenance  fees,  or 
surrender  charges. 

Our  variable  annuity  gives  you  the  flexibility  to 
switch  investments  among  five  T.  Rowe  Price 
managed  portfolios  and  the  insurer's  Fixed 
Interest  Account  up  to  six  times  a  year.  And,  if 
you  establish  a  certain  allocation  for  your 
variable  annuity,  we  will  automatically  reset 
that  allocation  on  a  quarterly  basis. 


T.  Rowe  Price 
No-Load  Variable  Annuity 

"Stepped-up"  death  benefit* 
A  variety  of  investment  options 
Asset  rebalancing 


In  the  event  of  your 
death,  the  T.  Rowe 
Price  No-Load  Variable 
Annuity  has  an 
important  built-in 
guarantee*  Your  beneficiary  will  receive 
at  least  the  minimum  amount  of  your  total 
investment  (less  any  withdrawals),  and  this 
resets  every  five  years  to  account  for  any 
investment  appreciation. 

Learn  more  about  our  no-load  variable  annuity 
and  how  you  can  transfer  your 
account  without  incurring  taxes. 
Request  a  prospectus  with 
more  complete  information, 
including  charges.  Read  it 
carefully  before  you  invest 
or  send  money. 


Call  1-800-341-1211 
24  hours  to  receive  a  free 
Variable  Annuity  Information  Kit 

http://www.trowephce.com 


Invest  With  Confidence 

T.RoweRice 


•Ik 


tenefit  is  available  prior  !o  the  date  annuity  payments  begin  if  the  variable  annuity  is  purchased  before  age  76.  The  stepped-up  death  benefit  is  not  available  in  the  state  of 
le  T.  Rowe  Price  No-I.oad  Variable  Annuity  has  an  annual  mortality  and  expense  rate  of  S5%.  Management  fees  for  the  investment  options  vary  with  the  portfolio  selected, 
ced  Interest  Account,  the  interest  rate  is  net  of  charges.  Exchanges  and  withdrawals  from  the  Fixed  Interest  Account  are  subject  to  certain  limitations.  The  T.  Rowe  Price  No- 
tble  Annuity  is  issued  by  Security  Benefit  Life  Insurance  Company  (Form  V6021).  In  New  York,  it  is  issued  by  First  Security  Benefit  Life  Insurance  and  Annuity 
of  New  York,  White  Plains,  New  York  |FSB2()  1(4-94)].  T.  Rowe  Price  refers  to  the  underlying  mutual  hinds'  investment  managers  and  the  distributors,  T.  Rowe  Price 
t  Services,  Inc.;  T  Rowe  Price  Insurance  Agency,  Inc.;  and  T.  Rowe  Price  Insurance  Agency  of  Texas,  Inc.  The  Security  Benefit  Group  of  Companies  and  the  T.  Rowe  Price 
<  are  not  affiliated.  This  variable  annuity  contract  has  limitations.  Call  a  representative  for  costs  and  complete  details  of  the  coverage.  VAF03016S 


According  to  legend,  a  little  child 
had  a  dream  about  the  best  way  tc 
harvest  and  prepare  wild  rice.  Tha 
should  be  knocked  from  the  stalks 
with  blessed  sticks,  then  parched  i 
the  sun  and  danced  on  to  remove  t 
husks.  The  people  did  this  and  the 
made  it  through  the  winter  with 
enough  to  eat.  "Manomin"  was  th( 
word  the  child  dreamed,  and  that 
came  the  word  for  rice.  "Menomir 
is  the  name  of  the  tribe,  and  it  me< 
"Keepers  of  the  Rice."  These  words 
and  traditions  came  from  the  drea 
of  a  child.  Which  is  just  one  reason 
iMenominee  have  always  made  it  a  p 
to  talk  to  their  children.  And  to  liste 


AMERICAN 
INDIAN 

COLLEGE 

FUND 

Help  save  a  culture  that  could  save  ours 
by  supporting  the  29  American  Indian  collegt 
American  Indian  College  Fund, 
mi  Osage  St.,  Bldg.  D,  Suite205-A,  Denver,  CO  8( 
1-800-776-FUND. 

Special  thanks  to  the  LIS  West  Foundation  | 
underwriting  production  costs  for  this  advertiser 


fhes  is  at  least  equal  to  that,"  he  says.  "There's  plenty 
for  growth  in  these  markets." 

trong  also  has  to  keep  up  the  pressure  at  $1  billion 
Network  Systems,  which  supplies  wireless  phone 
nt  and  infrastructure.  He  has  helped  hns  push  a  line  of 
tellite  ground  stations — known  as  vsats — to  provide 
;e  service  to  remote  areas  of  the  developing  world. 
3  growing  at  20%  annually.  Armstrong  has  also  helped 
d  deals  to  provide  fixed  wireless  phone  service  to 
3  such  as  the  Czech  Republic  and  Vietnam,  a  business 
;  grown  from  nothing  to  $200  million  since  1994. 
dng  those  and  other  international  markets  is  what 
ing — who  spends  more  than  half  of  his  time  on  the 


road — is  pushing  hardest  these  days.  Last  October,  he  and  in- 
ternational head  Chang  flew  to  Beijing.  In  a  quiet  meeting 
with  Chinese  President  Jiang  Zemin,  the  two  laid  the  frame- 
work for  bringing  DirecTV  to  China.  Armstrong  also  used  his 
entree  to  help  win  a  $640  million  bid  to  supply  China  with 
satellites  and  handsets,  beating  out  Loral  Corp.  and  Lockheed 
Mar-tin.  "He  stepped  up  what  would  have  been  a  two-year  di- 
alogue at  lower  levels,"  says  Chang.  "He  clearly  showed  the 
Chinese  what  was  in  it  for  them."  With  results  like  that, 
Armstrong  is  likely  to  be  spending  a  lot  more  time  in  his 
Gulfstream  munching  down  cold  roast  beef  sandwiches. 

By  Eric  Schine,  with  Larry  Armstrong,  in  Los  Angeles, 
Kathleen  Kerwin  in  Detroit,  and  bureau  reports 


A  GUY  WHO  FOCUSES  ON  THE  DOABLE 


ike  Armstrong  has  always  been 
a  pragmatist.  When  he  won 
football  scholarships  to  both  the 
ersity  of  Michigan  and  Miami 
ersity  in  Oxford,  Ohio,  he  picked 
3ss  well-known  Miami.  "I  took 
ook  at  those  guys  on  the  Michi- 
.eam,"  recalls  Armstrong.  "They 
all  so  enormous,  I  figured  I'd 
r  have  a  chance."  The  choice 
off:  Armstrong  was  a  star  Mia- 
ilfback  for  two  years,  until  he 
sidelined  by  injuries. 
:e  choice  was  also  typical  Arm- 
g.  From  the  time  he  was  a  boy 
ing  up  in  a  middle-class  neigh- 
ed in  Detroit,  Armstrong  has 
known  as  an  intense  competitor 
a  knack  for  focusing  on  the  do- 
Fraternity  brother  Tom  Angus 
mbers  that  Armstrong  did  well 
hool — "not  because  he  was  a 
cularly  brilliant  student,"  Angus 
but  because  he  threw  himself 
;ntly  into  whatever  he  took  up. 
i  trait  that's  propelled  Arm- 
ig  throughout  his  long  career, 
irly  on,  Armstrong  also  dis- 
id  the  easy  charisma  that  would 
make  him  such  a  strong  sales- 
He  was  captain  of  his  high 


TOP  GUN:  Armstrong 
(left)  about  to  ride  an 
F-18  jet  fighter,  for  which 
Hughes  makes  the  radar 


school  football  team 
and  senior  class  presi- 
dent. At  age  14,  Arm- 
strong started  dating 
Anne  Gossett;  seven 
years  later,  they  married.  "Mike  was 
always  the  leader  of  our  group," 
says  high  school  friend  Patricia 
Trosin.  "He  even  got  us  to  try  pizza 
for  the  first  time." 
THE  HARD  TIMES.  But  close  friends 
and  family  say  there  were  hard 
times,  too.  In  1956,  his  father  lost  his 
job  as  an  electrical  engineer.  For 
years,  the  family  struggled  as  his  fa- 
ther built  his  own  business.  Arm- 
strong credits  his  mother,  Zora,  with 
providing  the  backbone  the  family 
needed — and  the  inspiration  that  has 
driven  him  so  far.  "She  gave  us  un- 
yielding self-confidence  that  we  could 
be  whatever  we  set  out  to  be — no 
limits,"  he  says. 

After  receiving  an  undergraduate 
degree  in  business,  Armstrong  got  a 
half-dozen  job  offers.  He  quickly  nar- 
rowed his  choice  to  IBM  and  Procter 
&  Gamble  Co.  "I  already  knew  who  I 
was  going  to  marry,"  says  Arm- 
strong. "So  all  I  had  to  figure  out 
was  who  I  was  going  to  work  for." 


Armstrong  chose  Big 
Blue,  and  as  IBM 
boomed  in  the  1960s,  he 
rose  swiftly,  learning 
every  aspect  of  the 
mainframe  business — 
from  systems  engineer- 
ing and  marketing  to  fi- 
nance. But  he  made  his 
biggest  mark  in  the  late 
1980s,  when  he  jump- 
started  IBM's  troubled 
European  arm.  Fellow 
execs  remember  both 
his  jovial  charm — and 
overriding  competitive- 
ness. "If  you  describe 
anything  to  Mike  as  a 
contest,  he  wants  to 
win,"  says  James  Can- 
navino,  president  of 
Perot  Systems,  who 
"  worked  with  Armstrong 
for  two  decades  at  ibm. 

Today,  Armstrong  and  his  wife 
have  three  adult  daughters,  and  they 
split  their  time  between  a  home  in 
Darien,  Conn.,  and  another  in  Man- 
hattan Beach,  Calif.  Armstrong  still 
has  plenty  of  the  old  athlete  in  him. 
To  relax,  he  likes  to  zip  around  on 
his  two  vintage  Harley-Davidson  mo- 
torcycles. And  on  weekends,  Arm- 
strong unwinds  by  playing  tennis— 
though  his  games  are  hardly  casual 
matches.  Fred  Scholtz,  a  retired 
banker  from  Morgan  Stanley  &  Co. 
with  whom  Armstrong  often  plays, 
describes  him  as  a  ferocious  rival. 
Even  if  it  takes  all  day,  "Mike  won't 
quit  until  he  wins  a  set,"  says 
Scholtz.  "Mike  doesn't  take  chances. 
He  just  gets  the  ball  back  every 
time  and  wears  you  down.  He  lets 
the  other  guy  beat  himself."  That's 
called  playing  the  smart  point  in  ten- 
nis. It's  also  pretty  much  the  way 
Armstrong  has  lived  his  life. 

By  Eric  Schine  in  Los  Angeles 
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BUSINESS  WEEK  MARKETPLACE 
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CHICAGO.  IL  60611 


Business  Opportunities 


How  to 
properly  slice 
a  bagel. 

And  other  things  to  know 
before  opening  a  bagei  shop. 
Our  Total  Success  Program 
is  your  guarantee  for  a 

successful  bagel  business. 
Call  for  info  and  free  video: 

1  800-878-4070  Dept.  b 

Empire  E 

Bakery  Equipment  Inc 


Stock  Control  of 
Publicly-held  Corporation 

(Past  Operations  Liquidated)  with  up 
to  $500k  available  and  big  6  audits, 
seeking  merger  with  privately-held 
company  with  significant  growth 
potential.  Possible  secondary  financing. 
No  startups.  Fax  details  to: 

818/702-9439 


INCORPORATION 


•  FREE  Information 

•  All  50  States  and  Offshore 

•  Reliable  Service  and  Low  Prices 
Corporate  Creations® 
800-672-9110  •  305-672-0686 
http://www.corpcreations.com/cc/ 


TRADEMARK 


I NCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LLC's. 


*25 


plus 

state  fees 


1 800-518-7407 

FAX  502  652-6760 

http://www.corpco.com 


Franchising 


Franchise 

your  business! 

Call  tor  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

Francorp 

Specialists  In  Franchise  Development 

1-800-877-1103 


CUSTOM  STORAGE  SYSTEMS 

vt  •  Garage  •  Home  Office  •  Entertainment  Center 
"d  in  USA  Large  exclusive  territories.  V 
'k  'raining  4  on-going  support  /-\P^5>1 
all  Da    Louy.VP  'S^W^ 
i-'AX  (310)  538-2676  T 


CONSULTANTS  WANTED! 


For  the  explosive  growth  in  ISO  9000 
We  train  you  to  run  your  own  practice. 

Management  experience  required 
Executive  income,  Professional  career 
Strider  International 
1-800-891-662° 


CREATE  TIME,  HEALTH, 
&  FINANCIAL  FREEDOM 

'Proven  method  for  potential  recurring 
earnings  of  $5,000.00  to  $25,000.00 
per  month  within  12-24  months 

*This  Superfood  -  Super  Blue  Green™  Algae 
increases  energy  &  improves 
health  organically. 

Call  for  information 
1-800-643-4719 

(recorded  message) 

Independent  Distributor 


Business  Opportunities 


$80  For  Two  Aspirin? 

Over  90%  ol  ,dl  hospital  and  health  insurance 
company  bilk  contain  substantial  mistakes  Recover 
overcharges  for  patients  and  make  half  as  your  fee. 
Clients  are  everywhere   Make  a  substantial  doctor 


Income  in  die  perfect  home  based  business  Affiliates 
being  established  nationwide  $10,000  investment 
required.  Call  Medical  Recovery  Service,  Inc.,  for  full 
information  (800)  700-708901  (702)  471-1280 


We  Made  It  Easy  For  You 
To  Become  Your  Own  Boss 


Part-time,  home-based  business 
requires  no  selling,  no  recruiting. 
We  build  your  business  for  you. 
If  you  can  join  us  with  $209  to  $689 
in  seed  capital,  call  904/654-7727. 
Box  5274,  24  hours. 


Start  Your  Own 

TMHMNCY 


^Sports  &  Concert  BZ3 

FjrnBigF^4G(^Tra^Beref*fn»Htr»orCffice 


FREE  InfoKit  Call  Now 
1-BOO-2-OWN-TIX  ext.  430 


BUSINESSES  FOR  SALE 
BY  OWNERS 


Retail  -  Wholesale  -  Manufacturing 
Wide  Selection  Available 
All  Price  Ranges 
To  Buy  or  Sell 
FREEMAN  &  ASSOCIATES,  INC. 
615  Lindsay  Street.  Suite  340 
Chattnooga,  Tennessee  37403 


800-798-5189  •  FAX  423-267-2123 


Business  Services 


Business  & 
Computer  Checks 

Save  30-50% 

$1Q95 

starting  at     J-  +  S&H 

Buy  direct  from  the  manufacturer 
Call  for  a  free  brochure 
and  fax  ordering  instructions. 

1-800-239-4087 


Established  Patent 
Counsel 

Will  consider  preparation  or  prosecution 
of  commercially  significant  applications 
to  patent  biotechnical  inventions  in 
exchange  lor  equity  interest.  Provide 
general  description  of  invention,  identities 
of  inventors,  and  owner  to  TINGENT: 
1-800-710-8320 


Bermuda 

mailing  address 


Popular  International  Street  Mailing  Address 
Complete  with  Telephone/Fax/ Mail  Forward- 
ing and  Courier  Services. 
Available  for  as  little  as 

Tel:  (441)  292-6563  or  Fax:  (441)  292-6587 


$8—i 


Financial  Consulting 


LEARN  HOW  TO  CUT 
OVERHEAD  AND  INCREASE 
CASH  FLOW! 

Let  Total,  Inc.  show  you  how.  We  are 
"America's  Business  Specialist. " 
Call  1-800/799-8253  or  618/529-3219 
Ext  600  Fax  on  demand  available 
Ext  700,  lnternet@HTTP//WWW. 
TOTALINC.COM 


Investment  Services 

PROTECT 
YOUR  PROFITS! 

Here's  how.  Read  the 
Agressive  Investor 

Three  months  $55 
One  year  $195 

The  Agressive  Investor 

P.O.  Box  4011 
Ceritos,  Ca.  90703-401 1 


CORPORATE  VII 


Promotional,  Sales  or  T 
videos  produced  for  $' 

•  Beta  SP  format 

•  Location  shootinj 

•  Digital  editing. 
American  Media  G: 

1-800/569-732 


RESEARCH  REP 


■  20.000  ACADEMIC  TOPICS  At 

1      Send  $2  for  the  280  page  c 
•    Custom  -  written  reports  also , 
RESEARCH  ASSISTAN 
11322  Idaho  Ave  .  #206 
I  Los  Angeles,  CA  9002! 

■  TOLL  FREE  HOTLINE:  800 

or  310-477-8226 


Health/Fashio 


Medical  Hair  Resk 

Excellence  in  m 
Hair  Transplantation  ■ 

Call  for  a 
FREE  Video  " 
1-800-444-C 


Cable  TV 


A' 


ELB^TRONi 


'ICS 

Omaha,  N 


ICable  TV  Conver 
&  Accessories 

|For  information  /  Catalog  /  < 

1-800-729-17 
Investment  Servi 

Mexican 
Commentary^ 

Comprehensive  weekly 
stock  market  news  and  at 
$90/Yr  Free  TRIAL  ISi 

P  O  Box  30557.  Alexandria,  Xl 

E-mail:  Mexcom@aoLc 

Business  Financ 


Now  any  small  business 
raise  SI  million  equity  ca 
go  public  under  new  SEC 
Corporate  Offering  Regis 
(SCOR)  guidelines.  Data 
SCOR  Kit  can  help  you/) 
clients  find  investors  &  g 
talized  in  30  days.  FREI 
FAXED  800-580-1188. 
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ation/lnstruction 


ACCREDITED  B  S  ,  M.S.,  8  MBA 
Business  Administration,  Finance, 
Accounting,  MIS,  Health  Care  Admin , 
Environmental  Science,  Psychology, 

SST  CHADWICK 

Approved  by  .  -.n  i  »s 1 1  n_ 
major  companies  j£T|  acckf.dited 
Free  catalog:  ™"  SSSScata 
1-800-767-CHAD       ,' !;"',;  ,1' 


iy  Distance  Learning 

jniversiry  offers  accredited  MBA;  no 
SMAT  needed.  Chosen  by  Economist 
t  as  one  of  world's  best  MBA  programs 

UNIVERSITY  I  (800)  MBA-0707 
n  Distributor  I  ■»  Ask  for  ext.  20 
|  St,  Suite  2,  El  Cerrito.  CA  94530 
le  FaxBack  literature:  from  your 
s  phone,  call  (510)  486-8900. 


rsity  Degrees 


Self  Paced  Home  Study 
Bachelors  Masters  Doctors 

Business  Admin,  Public  Admin, 
s  Admin,  Human  Resources, 
'I  Business,  Tech  Mgmt,  Law, 
sychclogy,  Computer  Science. 
0/477-2254  (24  hrs) 
a  California  University 
rofessional  Studies 
St-BW,  Santa  Ana,  CA  92705 


^EST  IN  YOU 


'ALUE  Is  What  You  Know 

S's  and  Masters  in  Business  and 

ng  Through  Distance  Learning 


cm 


ens 


ma  Street,  North  Hills.  CA  91341 

alog  Call  1-800-782-2422 
e:  http:  //www. cnuas.edu 


IEE  VIDEO 


ERNAL  DEGREES 

/BS  MS/MBA  PhD/JD 
3r  work  /life  exp  •  Accredited 
)0)  444-8569  (24  hrs.) 

Salle  University 

59  Mandeville,  LA  70470-4000 


Internet  Services 


rHow  to  promote 
1  your  business^ 
on  the 


Recorded  Message  I 

(800)641-61081 

Association  of  Internet  Usersj 


INTERNET 
WEB  PAGES 

•  Advertise  your  Company/Product 

•  Small  business  starter  package 

•  Hosting  /  development 

•  Only  $  30/month 
800-932-8802     Email  info  @  xm  com 
 URL  http  :  //  www  xm  com  


_0  http://www.winternet. 
Q^yjg\gSS  '  conV-webstudio 


If  competitors,  customers,  and  even  your 
kids  know  more  than  you  about  the  World 
Wide  Web ...  You  need  our  25-minute  video! 

The  World  Wide  Web:  t 
Getting  Down  to  Business  *39. 

1-800-205-2489 


plus 
2  50  S/H 
Minnesota  River  Sludios 


Telecommunications 


WHOLESALE 

Long  Distance 


VERY  LOW  FLAT 
DOMESTIC  &  INT'L  RATES 

FOR  INFORMATION  CALL 

800-922-4305 


LOWEST 
LONG  DISTANCE 

Guaranteed  Savings  Of  At 
Least  10%  Over 
Your  Current  Rate 

Save  10%-40% 
1-800-342-1188 


Art/Collectibles 


Elegantly  Framed  Reproductions  on  Canvas 
of  Museum  Masterpieces. 
Affordably  Priced.  FREE  Catalog. 


1-800-2-CANVAS  Dept.  842 

1-800-222-6827  Dept.  842 

Drawer  D-842.  Somersville,  CT  06072 

Fax:  1 -800-437-3FAX  eMail:  DeNunzioCo.aol 


Corporate  Gifts 


Promote  Your  Business 
Use  Quality  Logo  Items 

Coffee  Mugs 

$  .96 

Tee  Shirt*  -  100%  Cotton 

$  3.76  ea. 

Polo  Shirts  -  Embroidered 

13.50  ea. 

Brushed  Cotton  Caps 

3.15  ea. 

Mouse  Pads 

2  00  ea. 

3M  Post-it  Note  Pads 

.40  ea. 

Travel  Mugs 

1.94  ea. 

Golf  Balls 

18.91  doz. 

Fast,  Dependable  Service  lo  Compa 

lies  Worldwide 

Call  CREATIVE  INFLUENCE! 

800  722-IDEA  (4332) 

Visit  our  Web  .ite  to  browae  oi 

ir  catalogs. 

http://www  logomall  com/ci 

Find  over 
i  000  product 
voucan'impnnt 

VrtM°»rto9° 
on  the 
Worldwide 

M\|eb. 


PROMOMART 

http://www.promomart.com 


Enter  to  win 
s1,000  in  FREE 
ad  specialties, 
i  too! 


Computer  Software 


FREE  Investor's  Software  Catalog 


V'Stock  Market  Data  '/'Portfolio  Managment  &  Charting 
</Do-lt-Yourself  IPO's  ■/ Real  Estate  Investment  Analysis 
/'Business  Valuations  /'Financial  and  Ratio  Analysis 
/" Legal  Agreements  ^Business  Plans.  Forms  &  Letters 
'/loan  Proposals      v^Oebt/Equity  Financing  Sources 

Your  #  1  Soufco  for  Finance 
INVESTOR'S   6  Investment  Software 

^OjSoftware,  Inc.  1-800-286-4106 


http://wvvw.wsdinc.com/investsoft 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWriter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave „  S  Birmingham,  AL  35222 

Phone:  205/591-4747  Fax:  205/591-1108 
800/636-4833  •  E-mall  8ales@dasher.com 


J 


Menswear/Fashion 


I 


Tke\ 
Curved  Point  C  ollar 

fro,,,  Byron  i'  l'.„.lc- 

100%  Egyptian  Cotton 
1  for  $35  2  (or  $32  cacli 

1.800.542.9766 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 
High  quality  •  150  styles  •  Free  catalog 


HITCHCOCK  SHOES.  INC. 

Dept  55D  Hingham,  MA  02043 
1-800  992  WIDE 


Computer  Services 


IMAGERS® 

Digital  Output  &  Production  Center 
Overnight  Services 


Wj^AatyouneecS. 


Digital  4-Color  Printing! 

•  Brochures.Product  Literature, 

•  Business  Cards  &  Newsletters... 


■  Print  1-1000. ..short  run! 

■  24-48  hour  service.  .    rush  also 

■  Expert  Customer  Support  Team 


OutpufProductioirDesign 


800-672-7031  •  404-351-5800 

1575  Northside  Dr  Suite490  Atlanta  30318 


www.imagers.corn 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


THE  NEXT  GREAT  LEAP 
FOR  SHUTTERBUGS? 


A  t 


lake  pictures.  Fur- 
ther." That's  the 
theme  of  the 
largest  advertising  campaign 
in  Eastman  Kodak's  history, 
as  the  company  trumpets  the 
imminent  arrival  of  the  Ad- 
vanced Photo  System,  a  fea- 
ture-rich new  film  format 
backed  by  the  heavyweights 
in  the  photo  industry.  Kodak 
joined  archrival  Fuji  Photo 
Film,  plus  Canon,  Minolta, 
and  Nikon  in  developing  the 
aps  standard.  On  Apr.  22, 
consumers  can  get  their 
paws  on  the  first  cameras  to 
embrace  the  system. 

Should  they  race  out  to  do 
so?  The  answer  depends  on 
how  dedicated  they  are  to  the 
craft  of  photography.  Those 
who  take  occasional  snapshots 
at  a  family  gathering  or  on 
vacation  can  clearly  get  by  as 
they  always  have  with  one  of 
the  many  compact  35mm  cam- 
eras flooding  the  market — 
from  cheap  disposable  and  'Id- 
iot proof  models  to  more 
advanced  kinds  with  built-in 
zoom  lenses. 


►  CAMERAS 

such  as  the 
Canon  ELPH 
will  generally 
be  smaller 
than  their 
35mm 
counter- 
parts. 


At  the  other  end  of  the 
spectrum  are  serious  hobby- 
ists and  professionals.  They 
have  doubtless  invested  a 
great  deal  of  money  outfit- 
ting themselves  with  one  or 
more  single-lens-reflex  (slr) 
cameras,  plus  lenses  and  ac- 
cessories. Absent  astonish- 
ingly better  pictures — which 
won't  be  the  case  with  APS — 
and  given  that  the  new  film 
isn't  compatible  with  their 
current  camera  equipment, 
they  may  not  have  a  com- 
pelling reason  to  plunge  in, 
either. 

EASY  LOADING.  Yet  for  many 
shutterbugs  who  crave  good 
pictures  without  the  steep 
learning  curve  of  conven- 
tional slr  equipment,  aps 
boasts  features  that  can 
make  picture-taking  a 
breeze:  simple  loading,  easy 
flexibility  on  print  sizes,  and, 
in  theory,  improved  photo 
quality. 

But  anyone  who  wants  all 
these  aps  goodies  must 
pay  for  the  privilege — 
every  step  of  the 


way.  aps  cameras  will  cost 
from  $12  to  $700,  or  about 
15%  to  30%  more  than 
roughly  comparable  35mm 
models.  A  roll  of  film  will 
also  run  15%  to  20%  extra. 
And  in  most  instances,  you'll 
pay  a  premium  to  have  the 
photographs  developed. 

At  the  aps  launch,  Kodak 
and  Fuji  will  market  color 
print  film  suited  for  three 
different  light  levels  (100, 
200,  and  400  iso),  packaged 
in  cassettes  of  15,  25,  and  40 
exposures.  Slides  and  black- 
and-white  film  will  follow  lat- 
er. A  200  speed,  25-exposure 
aps  roll  carrying  Fuji's 
Smart  Film  brand  will  list 
for  $6.87,  same  as  Kodak's 
Advantix  brand,  vs.  $5.92  for 
a  24-exposure  roll  of  35mm 
Fuji  film. 

The  first  thing  you'll  no- 
tice is  how  simple  it  is  to 
load  the  film:  There's  no  tail 
sticking  out  of  the  specially 


The  Advanced 
Photo  System 


▼  THE  FILM  is 

housed  in  an 
oval-shaped 
drop-in  cartridge. 
On  the  side  of  the 
cartridge  is  a 
status  indicator 
that  tells  you 
whether  the  film  9 
has  been  exposed 
and/or  processed. 


designed  film  cartridg 
just  drop  it  into  an  AP 
era.  No  more  fussinj 
threading  a  film  leader 
spool,  as  you  would 
many  35mm  camera 
practically  impossit 
mess  up:  The  oval-s 
cartridge,  which  is 
30%  smaller  than  a 
roll,  only  fits  in  on< 
Many  aps  cameras  wi 
wise  be  smaller  thar 
35mm  counterparts. 
SELECT  YOUR  SIZE.  Ol 
cartridge  has  been  1 
photographers  can 
switch  to  select  amonj 
frame  formats  for  eac 
(You'll  see  the  differe 
the  viewfinder.)  The 
classic,  4-in.-by-6-in.  sh 
responds  to  convei 
35mm  photographs,  j 
setting  yields  a  widei 
by-7-in.  view;  this  is 
the  way  to  shoot  if  yoi 
to  capture  a  group  of 
in  one  picture.  And  tl 
4-in.-by-10-in.  P  forma 
is  for  panoramic  shots 
Even  after  you  hav< 


▼  THE  NEGATIVE 

is  wound  inside  the 
film  cartridge.  The 
date,  time,  and 
shooting  info  for 
each  shot  is 
recorded  on  a 
magnetic  layer 
read  by  the 
photofinisher's 
equipment. 


the  roll,  you  can 
i  image  cropped  in 
pe.  That's  because 
iges  are  always 
on  film  in  the  full- 
format.  One  warn- 
ares  taken  in  P-for- 
cost  a  lot  more  to 
so  consumers  should 
option  selectively, 
th  35mm  film,  pic- 
e  captured  photo- 
ly  on  silver  halide 
APS  cartridges  also 
magnetic  layer  that 
•d  digital  data,  such 
ig  and  flash  condi- 
■  each  shot,  frame 
,  date,  titles,  and 
first,  little  of 
letic  layer's  ca- 
vill  be  used, 
erm,  you  might 
,o  record  audio 
other  informa- 
ough  a  process 
,s  Information 
e  (ix),  the 
data  are  read 
ial  aps  processing 
5  at  the  photo- 
The  date  and  time 
irinted  on  the  back 
photos,  and  the  in- 
i  is  also  supposed  to 
e  quality  of  your 

)w  quickly  can  you 
pictures  developed? 
shers  must  lay  out 


$70,000  to  $90,000  to  install 
new  equipment,  or  about  half 
that  to  modify  their  35mm 
processing  equipment.  Some 
are  loath  to  do  so.  Beginning 
on  May  1,  consumers  can  call 
800  242-2424,  punch  in  their 
zip  code,  and  have  Kodak 
provide  a  list  of  aps  photofin- 
ishing  locations  in  the  area. 
The  owner  of  a  minilab  in 
Manhattan  said  he  expects 
to  send  an  aps  roll  off  to 
Kodak  for  processing,  but 
that  won't  satisfy  the  in- 
stant-gratification crowd  used 
to  getting  their  pix  back  in 
an  hour. 

Once  film  is  processed, 


PHOTOGRAPHY 


images  of  every  frame  on 
the  roll.  The  negatives  are 
rewound  in  the  cartridge. 
Each  frame  has  a  corre- 
sponding number,  so  it's  a 
cinch  to  order  reprints  or  en- 
largements. The  index  print 
also  lets  you  see  how  each 
image  was  cropped,  in  case 
you  want  to  try  out  a  differ- 
ent size. 

NO  MIRACLES.  With  a  few 
exceptions,  my  efforts  at 
shooting  rolls  of  aps  film 
yielded  pleasing  results.  But 
we're  not  talking  miracles 
here — and  the  system  can't 
save  a  bad  photograph.  Some 
of  the  pictures  I  shot  in  fluo- 


APS  cameras  ran 
15%  to  30%  higher-and  you'll  pay  a 
premium  for  film  and  processing 


consumers  get  back  prints  of 
varying  sizes,  depending  on 
whether  the  pictures  were 
shot  in  the  C,  H,  or  P  for- 
mat. They  will  also  retain 
the  now-developed  film  car- 
tridge— which  can  be  insert- 
ed into  auxiliary  gadgets  for 
showing  the  pictures  on  a  TV 
screen— plus  an  index  print, 
or  contact  sheet  that  dis- 
plays sequential  thumbnail 


rescent  light  with  a  roll  of 
400  iso  from  Fuji  came  out 
with  a  yellow  tinge.  On  a 
roll  of  200  iso  Kodak  film, 
outdoor  pictures  appeared  a 
tad  washed  out,  though  in- 
door flash  pictures  were  gen- 
erally impressive. 

The  launch  of  the  new  film 
will  coincide  with  the  debut 
of  a  host  of  new  aps  cam- 
eras, but  not  every  model 
will  take  advantage  of  all  the 
aps  features.  Some  cam- 


eras will  let  you  swap  a  roll 
of  film  midway  through, 
which  might  be  useful  if  you 
wanted  to  take  100  ISO  pic- 
tures for  some  shots  and  400 
later  on.  Kodak  is  backing 
its  Advantix  film  with  nine 
Advantix  cameras,  including 
the  $195  3700IX  that  I  used. 

Fuji  has  unveiled  two  sin- 
gle-use aps  cameras,  costing 
$12  and  $20,  and  five  En- 
deavor models  ranging  from 
an  $850  4x  zoom  (25mm  to 
100mm)  SLR  to  a  $70  fixed- 
focus  entry-level  model.  The 
slim  $350  Endeavor  250Zoom 
(25mm  to  55mm)  that  I  test- 
ed has  presets  that  let  you 
put  a  brief  title 
(vacation,  honey- 
moon, graduation) 
in  one  of  a  dozen 
languages  on  the 
back  of  the  print, 
and  select  the 
number  of  copies 
you  want  of  a  shot 
before  you  snap 
the  photo.  That  means  you 
can  take  a  group  photo  of 
your  pals  on  a  tour  bus  and 
arrange  for  a  copy  for  each 
person.  If  you  suspect  that 
the  photo  was  a  dud,  you 
can  cancel  the  extra  copies 
before  you  snap  the  next 
frame. 

Canon  is  offering  perhaps 
the  coolest  new  picture-taker. 
It's  the  tiny  autofocus,  2x 
zoom  (24mm  to  48mm) 
known  as  elph.  The  camera 


AN  INDEX  PRINT  is  returned  with  your  pictures 
displaying  thumbnail  images  of  each  frame  you  shot. 
It  makes  it  easy  to  order  reprints 
in  any  format  size. 
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►  THE  PICTURE 

can  be 
processed  in 
three  different 
print  sizes: 
classic,  wide- 
view,  and 
panorama. 
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is  about  the  size  of  a  deck 
of  cards,  with  a  retractable 
flash  and  a  slick  corrosion- 
resistant  stainless-steel  body 
worthy  of  Agent  007.  Even 
the  first  pictures  I  took  with 
elph  were  generally  first- 
rate.  One  quibble:  I  found 
it  a  bit  difficult  changing 
the  dial  on  the  three  print 
format  sizes.  The  camera  is 
expected  to  cost  around 
$500. 

Nikon  is  initially 
bringing  out  a  half-dozen 
$155  to  $380  compact  au- 
tomatic cameras  under 
the  Nuvis  brand  names. 
Nikon  will  eventually 
market  APS  SLR  cameras 
that  can  handle  existing 
Nikon  35mm  lenses  to 
satisfy  those  who  have 
invested  heavily  in  the 
old  equipment.  Minolta 
also  plans  to  appease 
customers  who  own  lens- 
es when  it  unveils  an 
adapter  that  will  fit  onto 
some  of  its  aps  cameras. 
Meanwhile,  Minolta 
showed  off  its  stable  of 
aps  models,  including  the 
top-of-the  line,  fully  au- 
tomatic Vectis  S-l,  which 
can  handle  five  inter- 
changeable 1  enses.  Vectis 
costs  $590  for  the  body  only 
or  $786  in  a  kit  that  includes 
a  lens,  film,  and  battery.  Al- 
though not  an  underwater 
camera,  the  S-l  is  splash- 
proof,  meaning  you  can 
chance  using  it  in  the  rain. 
WEB  SHOTS.  While  aps  uses 
a  bit  of  computer  wizardry 
to  improve  on  picture-taking, 
there's  an  even  more  elec- 
tronics-laden format  gaining 
momentum:  digital  photogra- 
phy. Filmless  digital  cameras 
store  images  on  memory 
chips  inside  the  units  until 
they're  downloaded  onto  a 
pc.  And  prices  are  dropping 
fast.  Last  fall,  Epson  intro- 
duced a  color  digital  camera 
for  less  than  $500.  Several 
other  digital  point-and-shoot 
cameras  from  Apple,  Casio, 
Chinon,  Kodak,  and  others 
tan  be  had  for  around  $1,000. 
(Professional  versions  can 
$10,000  on  up.)  What's 
.  you  don't  pay  for  film 
or  processing. 


Those  considering  a  digital 
camera  should  think  about 
several  factors  before  mov- 
ing forward,  not  the  least  of 
which  is  picture  quality.  Dig- 
ital varieties  are  no  substi- 
tute for  35mm  cameras,  so 
if  all  you  plan  to  do  is  take 
snapshots  of  Grandma  or  the 
kids,  you're  best  sticking 
with  conventional  photogra- 


challenges  the  dominance  of 
film.  McNamara  of  Popular 
Photography  recommends  a 
camera  with  software  drivers 
that  make  it .  easy  to  move 
and  download  pictures,  such 
as  Chinon's  $1,100  ES-3000, 
Fuji's  $1,200  Fujix  DS-220,  or 
Kodak's  $980  DC50.  There 
also  can  be  substantial  differ- 
ences in  sharpness,  skin  tones, 


Digital  Pictures 


IN  LIEU  OF  FILM, 

digital  images  are 
stored  on  memory 
chips  inside  the 
camera. 


MI8T0S  OFfTHE 

grandchildren 
taken  digitajly 
won't  match  the 
quality  of  images 
shot  with  a  cheap 
35 mm  model. 


WANT  TO  SEE  photos  on  your  computer 
■  screen?  You  can  download  images  via 
cable  from  the  camera  into  the  PC. 


phy.  Even  expensive  digital 
cameras  can't  match  the 
sharpness  of  photos  taken 
with  a  $15  disposable  cam- 
era. "Digital  cameras  under 
$2,000  don't  give  you  the  im- 
age quality  that  consumers 
expect  from  a  4-by-6  print, 
let  alone  anything  larger," 
says  Michael  McNamara, 
technology  editor  at  Popu- 
lar Photography. 

But  digital  cameras  are  a 
superb  way  of  getting  photos 
into  your  PC  in  a  hurry,  and 
kept  small,  the  images  are 
acceptable  for  display  on 
World  Wide  Web  pages  or 
for  use  by  desktop  publish- 
ers, insurance  adjusters,  and 
real  estate  brokers.  Indeed, 
they're  becoming  a  big  hit 
with  many  businesses  (BW — 
Apr.  15).  What's  more,  the 
advent  of  inexpensive  and 
vastly  improved  color  inkjet 
printers  lets  you  spit  out  de- 
cent enough  paper  copies. 

Still,  digital  photography 
has  a  long  way  to  go  before  it 


and  color  quality,  so  you 
should  try  to  inspect  various 
models  ahead  of  time.  Casio's 
QV-10  has  a  unique  1.8-in.  col- 
or lcd  screen  in  lieu  of  a 
viewfinder,  but  the  camera's 
overall  shaipness  and  contrast 


1  shot  a  few  imag 
Epson's  Photopc.  Th 
focus,  point-and-sho 
era  is  on  the  large  s 
not  particularly  attn 
ran  into  a  port  confli 
ing  the  camera  up  1 
computers,  but  once 
working,  it  was  fairb 
to  manipulate  imag 
Storm  Software's  Ea 
program,  which 
preview  pictur 
transfer  them  t 
programs  on  yo 
puter.  The  cam 
take  up  to  32  s 
resolution  image 
higher-quality  { 
using  the  memoi 
that  come  with 
you  have  reaehei 
ity,  you  must  d< 
the  pictures  ont( 
before  you  can  t; 
ers.  To  add  cap 
up  to  160  imag 
can  snap  on  a  < 
byte  memory  mo 
$249  or  a  2-m< 
one  for  $149.  P] 
software  cui 
works  on  iBM-cor 
computers.  A  Mi 
version  is  in  the 
Indeed,  whetl 
buy  a  digital,  35mm, 
camera,  the  person; 
puter  is  fast  becomin 
jor  repository  for  fan 
business  photos.  Wh: 
tal  cameras  send  pict 
rectly  to  a  PC,  consun 


Digital  photos  can  var 
substantially  in  sharpne 
skin  tones,  and  color 


were  rated  poorly  by  Popular 
Photography.  And  the  cam- 
era does  not  have  a  built-in 
flash.  Ricoh's  higher-resolution 
RDC-1,  which  costs  $1,800, 
is  perhaps  the  most  compact 
digital  camera — it's  about 
the  size  of  a  microcassette 
recorder.  That's  appropriate, 
since  it  can  record  sound.  It 
comes  with  a  built-in  flash, 
and  for  $500,  an  optional  plug- 
in,  2.5-in.  lcd  display  screen. 


get  film  processed 
floppy  disk  or  Photo  < 
with  such  produ( 
Storm's  EasyPhoto  s 
now  built  into  the  dri 
of  some  new  H 
Packard  home  com 
you  can  easily  transr 
tures  onto  the  pc' 
drive.  Whichever  i 
you  choose — nowadaj 
snap  to  take  picture: 
further.  Edwai 
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YOUR  BIGGEST  GLOBAL  RISK  MAY  BE 

USING  AN  INSURER  WITHOUT  THE 
FINANCIAL  STRENGTH  AND  INTEGRATED 
GLOBAL  CAPABILITIES  OF  AIG. 


Quite  simply,  if  you  re  a  global  company,  you  face  a  variety  of  changing  financial 
exposures.  You  need  a  financial  partner  that  not  only  understands  complex  risks, 
but  can  also  provide  a  variety  of  insurance  and  financial  solutions.  Not  to  mention 
the  size,  strength  and  stability  to  be  there  for  the  long  term.  Enter  AIG  —  with 
unparalleled  global  capabilities  backed  by  extraordinary  financial  strength. 

What  AIG  offers  is  expertise  not  only  in  insurance,  but  also  in  managing  and 
integrating  total  marketplace  risk.  By  combining  traditional  insurance  with 
sophisticated  financial  solutions,  we  create  unique  consolidated  risk  financing 
programs,  including  large-limit  multiyear  packages  with  flexible  terms  and  limits. 

And  who  better  to  meet  your  local  needs  than  someone  who's  there? 
With  offices  in  130  countries  and  jurisdictions  tfa  roughout  the  wo  rid,  we  have  an 
unmatched  knowledge  of  local  conditions  and  regulations.  These  resources  deepen 
our  own  on-the-ground  financial  structuring,  engineering  and  claims  capabilities. 

To  underscore  that  we  can  handle  all  your  needs,  we've  even  created  a 
specialized  division,  AIG  Global  Risk.  Only  AIG  could  bring  together  this  seamless 
unit  to  provide  integrated  risk  management  solutions.  Access  is  just  a  call  away. 

And  we  back  it  all  up  with  an  impeccable  balance  sheet,  Triple-A  ratings, 
capital  funds  of  nearly  $20  billion,  and  net  loss  reserves  approaching  $20  billion. 

So  we'll  be  there  whenever  and  wherever  you  need  us.  Because  no  one  else  can. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Ire .  Dept.  A,  70  Pine  Street,  New  York,  NY  10270 


AIG 
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SELF-STORAGE:  A  NICHE 
WITH  ROOM  TO  GROW 


Those  ubiquitous  self- 
storage  buildings  that 
dot  the  borders  of 
large  cities  may  look 

like  ugly  ducklings,  but  as 
high-yielding  equity  reits 
they've  turned  into  beautiful 
swans.  "The  self-storage  in- 
dustry is  in  a  renaissance," 
says  Clint  Mc- 
Donnough,  di- 
rector of  real  estate  invest- 
ment trusts  (REITs)  for  e&y 
Kenneth  Leventhal  in  Dallas. 

The  cubbyholes  and 
garages,  used  to  shelter  stuff 
that  folks  haven't  room  for 
at  home,  are  enjoying  occu- 
pancy rates  of  90%.  That, 
coupled  with  plentiful  acqui- 
sition and  growth  opportuni- 
ties, has  made  this  re  it  niche 
one  of  the  fastest-growing 
and  best-performing  in  the 
sector. 

PLAYING  DEFENSE.  Self-StOT- 

age  reits  returned  a  total 
of  34.89%  in  1995,  vs.  15.27% 
for  all  equity  reits.  The  to- 
tal return  for  the  self-storage 
segment  through  February 
this  year  was  4.67%,  com- 
pared with  2.84%  for  all  eq- 
uity reits.  Of  course,  self- 
storage  reits  underper- 
formed  the  Standard  & 
Poor's  500-stoek  index'  gains 
of  37%  in  1995.  But  divi- 
dends of  up  to  8%,  vs.  about 
2%  for  the  s&P  500,  add 
greater  stability  to  a  reit's 
return.  "A  higher  proportion 
of  total  return  comes 
through  current  dividends 
than  share-price  apprecia 
tion,"  compared  to  the  av- 
erage s&p  stock,  says 
Mark  McAllister,  a 
reit  analyst  with  Co- 
hen &  Steers  Capi- 
tal Management, 
Manh  ittan-based 
money  managers. 
What's  more,  if 
tu're  worried 
■Mint  the  lofty  stock 
rket,  reits  make 


SMART  MONEY 


good  defensive  plays.  "On 
Mar.  8,  when  the  Dow  was 
down  3%,  equity  reits  were 
down  1.5%,"  notes  NatWest 
Securities  reit  analyst 
William  Acheson.  Just  as  im- 
portant is  the  traditionally 
recession-proof  nature  of 
self-storage  reits:  Storage 
buildings  experience  in- 
creased demand  during  re- 
cessions as 
people  are 
forced  to  move  into  smaller 
quarters  and  need  to  store 
their  belongings. 

Self-storage  facilities  have 
been  around  for  a  while,  but 
the  reits  are  relatively  new. 
Of  the  19  self-storage  reits, 
15  are  former  private  part- 
nerships affiliated  with  Pub- 
lic Storage,  formerly  Storage 
Equities,  which  went 
public  in  1980.  The  re- 
maining four  have  gone 
public  since  1993.  All 
are  on  an  acquisition 
binge  now  that  many 
mom-and-pop  operators 
want  to  sell  out  and 
properties  can  be 
snatched  up  cheaply. 

This  is  a  highly  frag- 
mented industry,  with 
the  top  10  companies 
controlling  a  mere  12% 
of  the  total  1.3  billion 


square  feet.  Yet  with  a  few 
changes,  such  as  strengthen- 
ing collection  of  late  rental 
fees  and  increasing  market- 
ing, acquirers  are  improving 
earnings,  cash  flow,  and  op- 
erating margins  significantly. 

With  1  in  25  Americans 
leasing  self-storage  space, 
demand  is  strong,  and  va- 
cancy rates  should  remain 
low.  Don't  expect  the  high 
total  returns  of  the  last  two 
years,  analysts  say,  but  re- 
spectable growth  of  12%  to 
15%  is  predicted. 
GOOD  VALUES.  The  industry 
got  a  huge  vote  of  confidence 
recently,  when  real  estate 
guru  William  Sanders  agreed 
to  buy  28%  of  Storage  USA 
for  $220  million  through  his 
Security  Capital  U.  S.  Real- 
ty. Clearly,  he  liked  what  he 
saw:  good  management,  93 
well-planned  acquisitions  in 
major  metro  areas  in  1995, 
and  first-year  returns  of  10% 
or  more  on  its  deals. 

Storage  Trust  Realty  has 


A  Promising  Group  of  REITs 


COMPANY  (SYMBOL) 

SHARE  PRICE 
4/8/96 

CURRENT 
DIVIDEND  YIELD 

PUBLIC  STORAGE 

MANAGEMENT (PSA) 

m 

4.5% 

SHURGARD  STORAGE 

CENTERS  (SHU) 

25% 

7.1 

SOVRAN  (SSS) 

25% 

7.9 

STORAGE  TRUST  (SEA) 

21% 

7.5 

STORAGE  USA  (SUS) 

WA 

6.7 

succeeded  in  turning  i 
the  43  properties  it  ] 
in  1995.  While  it  oper 
smaller  cities,  Storage 
boasts  the  highest 
margin — 65%,  vs.  6( 
the  others — notes  Mar 
son,  cs  First  Boston' 
analyst. 

Because  of  the  acqi 
environment,  these  re 
seen  as  growth  stoct 
are  all  trading  at  a  pr 
to  net  asset  value.  If 
looking  for  value,  So^ 
the  cheapest:  It's  trac 
about  a  5%  premium 
pared  with  16%  for  its 
Sovran,  which  has  onl 
public  since  last  Jun 
has  the  highest  yield 
group,  7.9%.  Another 
esting  company:  Shi 
Storage  Centers,  who 
of  state-of-the-art  tech 
makes  it  highly  efficier 
Barry  Vinocur,  edil 
Realty  Stock  Review. 

Public  Storage  i 
largest  company,  wit! 
market  share.  I 
pays  the  lowest  dr 
4.5%,  because  it 
earnings  back  into 
tions.  Some  analyst 
steered  investors 
from  Public  Stora: 
has  had  a  long  re( 


DATA:  COHEN  &  STEERS,  CS  FIRST  BOSTON, 
BLOOMBERG  FINANCIAL  MARKETS 


nerships  in  which  i' 
as  a  general  partn 
put  its  interests  al 
the  investors," 
Vinocur.  Last  Nov 
following  the  mer 
Storage  Equities 
Public  Storage,  thi 
pany  changed  its 
ture,  "becoming  £ 
self-advised,  self-m; 
reit,"  according  tc 
ident  Harvey  L 
"There  were  mar 
sons  for  doing  it, 
which  was  to  r 
potential  confli 
interest,"  he  sa 
The  ease  of  market 
the  commodity  nature 
business,  and  the  poss 
of  overbuilding  loom 
tential  problems  for  sei 
age  reits.  But  thes< 
cems  aren't  likely  to  lo 
growth  of  these  reh 
time  soon.       Toddi  C 
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tion  index  slipped  in  the  week  ended  Mar.  30.  Before  calculation 
-week  moving  average,  however,  the  index  rebounded  to  125,  from 
sonally  adjusted  auto  and  truck  production  bounced  back  after  the 
strike  at  General  Motors  Corp.  For  the  entire  month  of  March,  the 
at  125.2,  down  from  125.1  in  February. 
;  index  was  unavailable  for  the  latest  week. 
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STEEL  (4/6)  thous.  of  net  tons 

2,045 
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AUTOS  (4/6)  units 
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121,963r# 

-18.6 
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-10.4 
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2.2 

CRUDE-OIL  REFINING  (4/6)  thous.  of  bbl./day 
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2.6 
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0.8 
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NAM 
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NA 
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NA# 
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NA 
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472. 0# 

460 

8.2 

RAIL  FREIGHT  (3/30)  billions  of  ton-miles 

25. 5# 

25.2 

4.5 

Sources:  American  Iron  &  Steel  Institute.   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association.  WWPA1,  SFPA2,  Association  of  American  Railroads 
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AGO      %  CHG 
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FE  BOND  YIELD,  Aaa  (4/4) 

7.41% 

7.39% 

-7.9 

11  MATERIALS  PRICES  (4/4) 

109.9 

109.8 

-3.6 

FAILURES  (3/29) 

NA 

345 

NA 

ITE  LOANS  (3/27)  billions 

$506.6 

$507. 3r 

7.8 

PPLY,  M2  (3/25)  billions 

NA  $3,693.9 

NA 

.AIMS.  UNEMPLOYMENT  (3/23)  thous  433 

386 

28.1 

enter  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
ly's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
panies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ures  and  real  estate  loans. 
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GOLD  (4/10)  $/troy  oz. 

394.550 

394.650 

0.9 

STEEL  SCRAP  (4/9)  #1  heavy,  $/ton 

139.50 

139.00 

1.5 

COPPER  (4/6)  e/ib. 

117.1 

119.9 

-18.3 

ALUMINUM  (4/6) 

77  0 

77.9 

-16.1 

COTTON  (4/6)  strict  low  middling  1-1/16  in., 

e/lb.  84.27 

82.19r 

-15.4 

OIL  (4/9)  $/bbl. 

23.02 

22.45 

16.0 

Sources:  London  Wednesday  final  setting,  Chica 

jo  market.  Metals 

Week.  Memphis 

market,  NYMEX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN 

108  4  b 

106.89 

83.32 

GERMAN  MARK  (4/10) 

1.50 

1.48 

1.40 

BRITISH  POUND  (4/10) 

1.51 

1.53 

1.60 

FRENCH  FRANC  (4/10) 

5.09 

5.04 

4  87 

ITALIAN  LIRA  (4/10) 

1571.0 

1562.7 

1709.0 

CANADIAN  DOLLAR 

1.36 

1.36 

1.38 

MEXICAN  PESO  (4/i0)> 

7  483 

7  508 

6.310 

ederal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


Sources:  Major  New  York  banks.  Currencies  expressed  in  urnh.  per  U  S  dollar, 
except  for  British  pound  in  dollars 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


STARTS 

\pr.  16,  8:30  a.m. edt  >  Housing 
iably  fell  back  to  an  annual  rate 
i M ion  in  March,  says  the  median 
economists  surveyed  by  mms 
tal,  one  of  The  McGraw-Hill  Com- 
imebuilding  stayed  remarkably 
:he  winter  months.  Starts  rose 
anuary  and  3%  in  February,  to  a 
Dn  pace.  Now,  however,  higher 
pates  have  reduced  demand. 

AL  PRODUCTION 

\pr.  16,  9:15  a.m. edt>  Output 
on's  factories,  mines,  and  util- 
ibly  fell  by  0.4%  in  March,  says 
recast.  That's  suggested  by  the 


weakness  in  the  March  report  from  the 
National  Association  of  Purchasing  Manage- 
ment, the  drop  in  manufacturing  payrolls, 
and  the  strike  at  General  Motors  Corp. 
Industrial  production  bounced  back  1.2% 
in  February,  after  the  blizzard  cut  output  in 
January.  Operating  rates  for  all  industry 
likely  slipped  to  82.4%  in  March,  from 
82.9%  in  February. 

PHILADELPHIA  FED  SURVEY 

Thursday,  Apr.  18,  10  a.m.EDT>  The  finan- 
cial markets  have  begun  to  notice  the  Fed- 
eral Reserve  Bank  of  Philadelphia's  survey 
of  area  businesses  because  it  is  one  of  the 
earliest  readings  of  each  month's  economic 
activity.  The  bond  market  rallied  when  the 


Mar.  21  report  said  that  the  March  general 
economic  index  fell  to  -0.1,  meaning 
slightly  more  businesses  saw  a  slowdown 
than  reported  better  growth. 

TREASURY  BUDGET 

Friday,  Apr.  19,  2  p.m.EDT*  The  Treasury 
Dept.  will  probably  report  a  deficit  of  $44.5 
billion  in  March,  says  the  median  mms  fore- 
cast. That's  better  than  the  $50.5  billion 
shortfall  in  March,  1995.  However,  the  deficit 
could  be  higher  because  the  government  is 
still  playing  catch-up  in  outlays  after  the  last 
shutdown,  and  tax  refunds  are  running  above 
last  year's  levels.  Still,  the  budget  deficit 
seems  on  track  to  total  about  $150  billion  for 
fiscal  1996,  which  ends  in  September. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Josephthal  Lyon  &  Ross  130 
K 


Abbott  Laboratories  49 
ABC  (CCB)  49 
Airbus  Industrie  52 
AlhedSignal  (ALD)  52 
American  Airlines  (AMR)  6, 40 
American  Home  Products 
(AHP)  100 

American  International  Group 
(AIG)  52 

Ameritech  Cellular  Services 
(AIT)  136 

Andrulis  Pharmaceuticals  46 
Apple  Computer  (AAPL)  22,150 
Archer  Daniels  Midland 
(ADM)  36 
Arco  (ARC)  53 
Arthur  Andersen  49 
AT&T  CO  100,131,136 
Atlanta  Braves  8 
Aviation  Systems  Research  40 
Avon  Products  (AVP)  100,105 

B 


Datron  Systems  (DTSI)  130 
Delco  Electronics  136 
Dell  Computer  (DELL)  34  • 
Delta  Air  Lines  (DAL)  6, 40 
Deutsche  Bank  6,56 
Dialogic  131 
Digital  Domain  37 
DreamWorks  SKG  37,49 


Kimberly-Clark  (KMB)  34,68, 
100 

Knight-Ridder(KRI)  31 
Koch  Industries  12 
KPMG  Peat  Marwick  100 


E&Y  Kenneth  Leventhal  154 
Eastman  Kodak  (EK)  100,150 
Echostar  Communications  136 
Electronic  Data  Systems 
(GME)  136 

Employee  Solutions  (ESOL)  49 
Epson  150 

Ericsson  (L.M.)  (ERICNY)  136 


Ladenburg  Thalmann  (LTCO)  49 
Lanston  (Aubrey  G.)  34 
Lever  Brothers  68 
Levi  Strauss  53 
Lockheed  (LMT)  37 
Lockheed  Martin  (LMD  136 
Loral  (LOR)  136 

M 


Bank  ot  America  (BAC)  37 
Bank  of  Tokyo-Mitsubishi  56 
BBN  131 

BellSouth  (BLS)  136 
Berkshire  Hathaway  (BRK)  100, 
105 

Boeing  (BA)  40,52,100 
Bristol-Myers  Squibb  (BMY)  46 

C  

CallWare  Technologies  131 
Cannon  Consulting  Group  12 
Canon (CANNY)  150 
Casio  150 

Caterpillar  (CAT)  52,100 
Celgene  (CELG)  46 
Cetus  47 

Chase  Manhattan  (CMB)  56 
Chase  Securities  34 
Chemical  Banking  (CHL)  56 
Chinon  150 
Chiron  (CHIR)  47 
Chrysler  (0  34 
Ciba-Geigy  47, 56 
CIGNA  Financial  Advisors 
(CI)  12 

Citibank  (CCD  18 
Cleveland  Indians  8 
Clorox(CLX)  68 
CMS  68 
CNBC  124 
Coca-Cola  (KO)  53 
Cohen  &  Steers  154 
Compaq  Computer  (CPQ)  22 
Connectix  131 

Continental  Airlines  (CAI.A)  6, 
40 

Coopers  &  Lybrand  56 
Cowen  136 

CS  First  Boston  56,154 
CS  Holding  56 


Federated  Department  Stores 
(FD)  130 
Fiat(FIA)  6 

Fidelity  Contrafund  (FCNTX)  6 
Fidelity  Investments  49, 128 
Fitch  44 

Foamex-lnternational 

(FMXI)  130 
Ford  (F)  34 
Franklin  Research  & 

Development  53 
Franklin  Resources  (BEN)  128 
Fu|i  Photo  Film  (FUJIY)  150 
FurmanSelz  40, 130 


Mail-Well  (MLWL)  8 
Major  League  Baseball  8 
Marriott  (MAR)  130 
MCA  49 

McDonnell  Douglas  (MCD)  37 
McGraw-Hill  (MHP)  100,155 
MCKMCIC)  131,136 
McKesson  (MCK)  92 
Melville  (MES)  100,105 
Merrill  Lynch  (MER)  8,128 
Microsoft  (MSFD  22,131 
Minolta  150 
Mitsubishi  49 

MMS  International  (MHP)  155 
Moody's  Investors  Service 
(DNB)  44 

Morgan  Stanley  (MS)  6, 30, 
128,147 
Morningstar  128 
Motorola  (MOT)  52,136 

I  N 


Refco  36 
Reno  Air  40 
Revlon  92 
Ricoh  150 
Roche  47 

Rockwell  (ROK)  49  J 

S   jl 

Salomon  Brothers  (SB)* 
Sandoz  56, 124 
Schering-Plough  (SGPI 
Scott  Paper  (SPP)  IOC: 
Seagram  (VO)  49 
Sears  (S)  130 
Seattle  Mariners  158  J 
Security  Capital  U.S.  , 

Management  154  f 
Shurgard  Storage  CenS  1 
Silvermine  Consulting  |uj 
Smith  Barney  36 
SmithKline  Beecham  (fa 

92 

Southwest  Airlines  (LU'rt 
Sovran  154 
Standard  &  Poor's  (MHtf 
100, 106, 128, 154,  L 
STATS  22 

Storage  Trust  Realty  V 
Storage  USA  154 
Storm  Software  150 
Swiss  Bank  56 


GAF  92 

Genentech  (GNE)  47 
General  Electric  (GE)  100 
General  Motors  (GM)  6,31,136 
Genesis  Merchant  Group  130 
Georgia-Pacific  (GP)  8 
Gilford  Partners  124 
Goldman  Sachs  56 
Grace  (W.R.)  (GRA)  12 
Green  Tree  Financial  (GNT)  100 

I  H 


Hewlett-Packard  (HWP)  22, 37, 
150 

Hilton  Hotels  (HIT)  130 
Hirschfeld  Stern  Moyer  & 
Ross  100 

Home  Depot  (HD)  37 
Honda  (HMO  49 
Hughes  Electronics  (GMH)  136 
Human  Genome  Sciences 
(HGSI)  47 


Nacho  Mama's  8 
NatWest  Securities  (NW)  154 
NCH  Promotional  Services  68 
Netscape  Communications 
(NSCP)  131 

Newhall  Land  &  Farming  37 
News  Corp.  (NWS)  136 
NFL  47 

NichiBei  Bio  47 
Nikon  150 
Norcliff  Thayer  92 
North  American 
Management  124 
Northwest  Airlines  (NWAC)  6 

O  

I  Organogenesis  (ORG)  124 

P 


IBM  (IBM)  52,136,147,150 

Immune  Response  (IMNR)  91 
Instant  Sports  22 
Intel  (INTO  22,37,131 
Investors  Management 
Group  30 


Parsons  39 
Pearl  Meyer  100 
PepsiCo  (PEP)  53,100 
Perot  Systems  147 
Philip  Moms  (MO)  34 
Pinnacle  Brands  8 
Primestar  Partners  136 
Procter  &  Gamble  (PG)  34,  68, 
91,92,147 

Prudential  Securities  8, 34 
Public  Storage  154 
Putnam  Investment 
Management  136 


Taco  Bell  (PEP)  53 
Takeda  Chemical  Indus 
Technology  Research  (1 
Tele-Communications 
(TCOM)  136 
Texaco  (TX)  53 
Texas  Instruments  (TXI 
Toyota  (TOYOY)  49,  | 
Travelers  (TRV)  100 
T  Rowe  Price  (TROW) 
TWA  (TWA)  6,40 

U  

UBS  Securities  136 
Underwriters  Laboratf 
Union  Bank  of  Switzei 
United  Airlines  (UAL) 
United  Technologies  ( 
Universal  Studios  31 
Unocal  (UCL)  53 
U  S  West  Communic. 
(USW)  131 
Uunet  131 


Vacation  Break  USA 
Vanguard  Group  12 
Vanguard  Index  500 
(VFINX)  6 
Viacom  (VIA.B)  49, 
VocalTec  131 
Voxware  131 

W 


Quarterdeck  (QDEK)  131 


Wal-Mart  Stores  (Wi 
Walt  Disney  (DIS)  ! 
105,130.136 
Warburg  (S.G.)  40, 
Warner-Lambert  (V\ 
Wegmans  Food  Ma 
White  Pine  Softwar 
White  Rock  Capital 
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estment  Figures  of  the  Week 


IRY 

ulent  week  in  the  finan- 
— especially  for  bond 
bond  market  got  spooked 
t.  figures  showing  greater 
1  growth  in  employment, 
economic  growth  raised 
f  rising  rates  and  infla- 
the  yield  on  the  30-year 
i  from  6.62%  up  to 
;s  joined  in  the  market 
d  the  Dow  Jones  industri- 
unged  140.5  points  in 
ing  on  Apr.  8  before  end- 
down  3.7%.  The  week 
ebut  of  the  biggest-ever 
chnolcgies. 


STOCKS 

Apr.  Oct. 


Apr.  4-10 


BONDS 

Apr.  Oct. 


Apr.    Apr.  4-10 


THE  DOLLAR 

Apr.  Oct. 


Apr.     Apr.  3-10 


1-week  change 

-3.4% 


*•  633.50 
630 


1455.72 


1-week  change 

-3.4% 


1  week  change 

+0.9% 


!T  ANALYSIS 


change 

IS 

Latest 

Week 

52-week 

NDUSTRIALS 

5486.0 

-3.6 

30.7 

fPANIES  (S&P  MidCap  Index) 

227.6 

-1.9 

23.3 

ANIES  (Russell  2000) 

331.0 

-0.9 

25.9 

IES  (Russell  3000) 

362.8 

-3.1 

25.6 

%  change  (local  currency) 

TOCKS 

Latest 

Week 

52-week 

ANCIAL  TIMES  100) 

3767.4 

1.1 

17.4 

El  INDEX) 

21,791.7 

1.5 

33.3 

E  COMPOSITE) 

5023.6 

0.0 

16.9 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.09% 

5.15% 

5.78% 

30-YEAR  TREASURY  BOND  YIELD 

6.94% 

6.62% 

7.36% 

S&P  500  DIVIDEND  YIELD 

2.19% 

2.13% 

2.60% 

S&P  500  PRICE/EARNINGS  RATIO 

18.7 

19.3 

16.6 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

600.1 

598.2 

Positive 

Stocks  above  200-day  moving  average 

62.0% 

68.0% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.59 

0.56 

Negative 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.40 

2.44 

Neutral 

PRY  GROUPS 


H  LEADERS 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 
1-month  12-month 


Strongest  stock  in  group 


%  change 
1-month  12-month 


GAS  DRILLING 

25.0 

64.1 

ROWAN 

42.0 

113.0 

1434 

EQUIPMENT  AND  SERVICES 

15.1 

43.4 

SCHLUMBERGER 

18.2 

43.3 

86 

ENTATION 

12.3 

35.6 

PERKIN-ELMER 

19.4 

84.0 

543/4 

C  OIL 

11.0 

12.9 

LOUISIANA  LAND 

23.7 

38.2 

487/8 

Sles 

9.2 

33.1 

FORD  MOTOR 

13.2 

31.0 

3534 

H  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

iSTING 
LDING 

ITURED  HOUSING 
ANTS 


-_9_.7_ 
-7.4_ 
-6.8 
-5.8 
-5.1 


27.4 
_21._6_ 
17.5 
_6._2_ 
■12  1 


PHILIP  MORRIS 

COMCAST 

PULTE 

FLEETWOOD  ENTERPRISES 
MCDONALD'S 


-10 A 
-16.1 

-10. q 
-5.8 
-7.1 


32.7 
__5._4_ 
21.1_ 
5.4 
35.0 


_893/8 
17 

25^' 
~24~/7 
47  V4" 


L FUNDS 


MORNINGSTAR  INC 


otal  return 


LECT  EQUITY 

1PITAL  APPRECIATION 

NO  GOLD 


AGGRESSIVE  GROWTH  15.5 

R  AGGRESSIVE  SMALL  CAP.  EQUITY  14.8 

REET  RESEARCH  GLOBAL  RES.  A  14.1 

tal  return  % 


LAGGARDS 
Four-week  total  return 


S&P  500 


78.8    STEADMAN  TECHNOLOGY  GROWTH 
75.5    EV  MARATHON  GREATER  INDIA 
74.5    UNITED  SERVICES  GOLD  SHARES 


% 


UNITED  SERVICES  GOLD  SHARES  -3.7 

LEXINGTON  STRATEGIC  INVESTMENTS  -3.2 

MERRILL  LYNCH  TECHNOLOGY  B  -2.5 

52-week  total  return  % 


-19.7 
-17.6 
-10.0 


4-week  total  return 





Average  fund 
52-week  total  return 


VE  PORTFOLIOS 


ints  represent  the 
je  of  $10,000 
e  year  ago 
tfolio 

•s  indicate 
:al  returns 


U.S.  stocks 

$13,016 

-1.77% 


Foreign  stocks 
$11,529 

+0.10% 


Treasury  bonds 

$11,263 

-2.72% 


llll 


Money  market  fund 

$10,550 

+0.11% 


iiRI/Mt&RAVj.Hli; 


Gold 

$10,248 

-0.01% 


is  page  are  as  of  market  close  Wednesday,  Apr.  10,  1996,  unless  otherwise  in- 
Stry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are 


as  of  market  close  Apr.  9.  Mutual  fund  returns  are  as  of  Apr.  5.  Relative  portfolios  are  valued 
as  of  Apr.  9.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 


Editorials 


SHARE  THE  WEALTH  WITH  THE  WORKFORCE 


With  Demi  Moore  getting  $12  million  a  picture  and  the 
Seattle  Mariners'  Ken  Griffey  Jr.  pulling  in  $7  million  a 
season,  it's  hard  to  begrudge  the  average  ceo  of  America's 
largest  companies  the  $3.7  million  in  compensation  paid  in 
1995.  Corporate  profits  rose  by  a  hefty  15%,  the  Standard  & 
Poor's  500-stock  index  jumped  by  37%,  and  Corporate  Amer- 
ica had  a  banner  year.  So  bravo  to  the  record  556  executives 
who  pulled  down  $1  million  or  more.  Movie  stars,  sports 
champions,  celebrity  authors,  and  business  execs  are  all  part 
of  the  nation's  star  system,  which  clearly  is  alive  and  well. 

There's  the  rub.  The  Big  Business-bashing  by  Pat 
Buchanan  and  the  uproar  over  corporate  responsibility  (led  as 
much  by  social  conservatives  as  by  liberals)  have  less  to  do 
with  success  at  the  top  than  with  the  failure  to  share  the 
wealth  with  employees  at  the  bottom  and  middle.  Adjusted 
for  inflation  of  about  3%,  executive  pay  jumped  27%  while 
white-collar  gains  averaged  1.2%  and  factory  employees'  pay 
fell  by  2%.  It  doesn't  take  a  brain  surgeon  to  see  why  millions 
of  people  who  worked  hard  to  make  their  companies  com- 
petitive feel  shafted  (page  100). 

They  are  angry  at  the  way  the  profits  are  distributed. 
They  think  it  is  unfair,  and  they  are  right.  We  have  a  few  so- 
lutions. First,  spread  the  real  wealth — equity — through  the 
company.  Years  ago,  corporate  governance  reformers  de- 
manded that  executives  tie  their  pay  to  performance,  mea- 
sured by  how  well  a  company's  stock  fares.  Rising  stock 


prices  have  since  sent  ceo  compensation  soaring.  It's 
let  a  lot  more  people  in  on  this  great  reward  system.  \ 
Lambert  Co.  is  providing  options  to  all  of  its  37,000  e 
ees.  Other  companies  might  prefer  to  dramatically  oj 
stock  option  pool  for  all  middle  managers  and  create 
pools  for  other  employees. 

A  new  rationale  for  awarding  options  to  top  execu' 
in  order  as  well.  Lavish  grants  pegged  directly  t( 
prices  make  some  very  mediocre  ceos  stupendous 
when  declining  interest  rates  send  the  entire  stock  mar 
as  they  did  in  1995.  We  prefer  premium  price  option: 
premium  pricing,  a  ceo  can  be  required  to  deliver,  say 
gain  in  the  share  price  before  the  executive  even  be 
profit  from  any  options.  Boards  should  also  require  exe 
to  become  substantial  owner's  and  share  in  the  risks 
wards  of  all  direct  investors.  One  way  is  to  pay  bon 
stock  instead  of  cash. 

There  is  a  growing  backlash  against  business  in  Am€ 
working  people.  With  many  angry  employees  ventin 
rage  by  turning  to  extremist  politicians,  it  is  time  to  sh 
gain,  as  well  as  the  pain,  of  global  competitiveness.  G 
tions  exist  in  a  social  and  political  context  where  a  si 
equity,  as  in  fairness,  is  a  key  value  that  can  be  i 
only  at  their  own  peril.  Fortunately,  equity,  as  in  stoc 
tool  that  can  be  used  to  restore  a  fairer  balance  to  Coi 
America's  skewed  compensation. 


KEEP  RUSSIAN  CAPITALISM  ALIVE 


If  elections  were  held  now  in  Russia,  a  communist  restora- 
tion would  probably  occur.  The  people  swept  back  to  pow- 
er would  not  be  the  nouveau-communists  now  running  Poland 
in  a  social  democratic  manner  but  the  hard-line  state  planners 
of  the  cold-war  era.  Should  Communist  Party  presidential  can- 
didate Gennady  Zyuganov  beat  Boris  Yeltsin  in  June,  it 
would  be  the  second  time  in  a  century  that  the  transition  to 
market  capitalism  was  interrupted  by  communism  before  it 
could  take  root  in  Russian  society. 

It's  easy  to  forget  that  Russia  was  moving  toward  a  capital- 
ist economy  in  the  late  19th  and  early  20th  centimes.  The  first 
interruption,  the  Russian  Revolution  of  1917,  was  marked  by 
civil  war  and  violence  across  Europe.  A  second  interruption 
could  do  the  same.  The  West  must  do  all  it  can  to  prevent  it. 

There  are  eerie  parallels.  The  Russian  Revolution  was 
backed  by  groups  who  lost  out  to  new  technologies,  the  open- 
ing of  the  economy  to  foreign  trade  and  investment,  and  the 
rise  of  a  private  sector  in  a  feudal  society.  A  new  class  of  rich 
entrepreneurs  arose  as  traditional  safety  nets  were  torn  apart. 
Set  adrift,  millions  turned  to  political  extremists  for-  help.  The 
rie  resonance  with  1996  is  startling. 

is  why,  this  time,  it  is  critical  for  Russia  to  com- 


plete its  transition  to  capitalism.  Moscow  is  currently 
off  state-owned  assets.  It  is  no  surprise  that  the  wi 
nected  and  powerful  are  reaping  the  benefits  in  an  < 
corruption.  This  happened  in  China,  Mexico,  and  wh 
state  assets  are  privatized.  When  the  U.  S.  federal  g 
ment  disposed  of  the  frontier  in  the  19th  century,  a  Wil- 
de veloped,  with  corrupt  towns  and  cattle  barons  b 
sheepherders  and  farmers  for  control.  It  took  decades 
Texas  Rangers  and  local  sheriffs  to  build  law  and  ord 

Russia  needs  that  kind  of  time.  As  bad  as  corruptioi 
day,  it  is  the  path  to  a  true  market  economy  that  can 
what  communism  never-  could:  living  standards  on  a  p* 
the  West.  Paradoxically,  just  as  the  communists  appear 
to  take  over  again,  the  economy  is  beginning  to  gro\ 
years  of  decline.  Yeltsin  has  succeeded  in  stopping  Russ: 
perinflation.  The  ruble  is  finally  stable.  The  countrj 
see  3%  growth  in  1997  and  4%  to  5%  in  1998,  providir 
and  income  for  those  who  lose  out  in  the  transition. 

The  International  Monetary  Fund  is  doing  the  righ 
by  lending  $10  billion  to  Russia.  President  Clinton's  upi 
summit  with  Yeltsin  will  also  help.  Russia  and  the 
can't  afford  another  interruption  on  the  road  to  capita 
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tworkMCI  Conferencing.  It's  about  making  work  easier  and  more  productive 


th  just  a  phone  and  a  computer.  It's  about  going  to  a  meeting  without  having 


travel.  It's  about  turning  your  office  into  the  world's  largest  conference  room. 


'orkMCI  Conferencing5"  can  help  anyone,  anytime,  anywhere,  make  better  use  of  their  time.  MCI  Audio  Conferencing  instantly 
s  few  as  3  or  as  many  as  1 .000  peopte  together  for  the  same  meeting.  24  hours  a  day.  Our  Video  Conferencing  lets  people 
Dund  the  world  meet  face-to-face  without  ever  leaving  their  offices.  With  our  Document  Conferencing,  employees  in 
offices  can  edit  and  review  the  same  document  at  the  same  time.  How.  you  may  wonder,  can  one  company  provide 
Call  1-800-475-3555  or  http://www.mci.com  to  find  out. 


scommunications  Corporation,  1996 


H. 
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he  worlds  top  corporations 
have  changed  their  view  of 
storage  and  retrieval.  Avis, 
Sony,  Nike  and  MCI  all  use 
EMC  storage  to  take  maximum 
advantage  of  their  most  pre- 
cious resource:  information. 
They  know  storage  is  where 
access  to  information  lives. 
That  its  a  business-critical 
element  of  IT. 

These  industry  leaders  also 
know  that  to  get  the  highest 
performance  possible,  storage 
must  be  purchased  separately 
from  their  computer  systems. 
They  understand  that  computer 
companies  who  also  happen 
to  sell  storage  treat  it  as  a 
commodity.  Holds  a  lot,  but 
its  pretty  slow.  And  it  usually 
works  only  with  their  computers. 

At  EMC,  storage  is  all  we 
do.  Its  our  entire  business. 


Ordinary 
Information 
Storage. 


EMC 
Information 
Storage. 


We  focus  on  creating  high- 
performance  solutions  for 
instant  access  to  enterprise-wide 
information.  No  matter  which 
computer  platform  you  use. 

The  key  is  our  intelligent 
software  that  lets  customers 
use  our  storage  to  do  more 
than  just  store.  It  actually 
gives  them  a  competitive  edge 
by  helping  them  open  new 
markets,  accelerate  product 
development  and  maintain 
the  highest  levels  of  customer 
satisfaction  possible. 

To  find  out  how  EMC  can 
power  your  company  into  the 
next  millennium,  call  1-800- 
424-EMC2,ext.211,  or  visit  us 
at  http://www.emc.com. 


EMC2 

THE  STORAGE  ARCHITECTS 


FreeTo  Do  More. 


EMC2  and  THE  STORAGE  ARCHITECTS  are  registered  trademarks  and  EMC  is  a  trademark  of  EMC  Corporation  Other  trademarks  are  the  property  of 

their  respective  owners  ©1996  EMC  Corporation  All  rights  reserved 


—  WE'RE  NOT  SAYING  THEY  KNOW 
SOMETHING  YOU  DON'T.  BUT  HEY,  THEY  DID 
FIGURE  OUT  HOW  TO  FISH  FOR  A  LIVING.- 


When  your  job  is  fishing,  the  toughest  part  of  your  day  is  usually 
the  commute.  So  it's  no  surprise  that  Toyota  Fishing  Team  members 


Tommy  Martin  and  Kevin  VanDam  chose  the  power  and  comfort  of  the  T100  Xtracab. 

With  a  24-valve,  190-horse  V6,  it  has  more  power  than  both  the  Ford  F-150  and  the  Dodge 
Ram*  Tommy,  who  puts  over  30,000  miles  a  year  on  his  truck,  says  he  chose  the  T100 
for  its  rugged  power  and  durability.  Kevin  says  he  believes  the  TlOO's  confident  handling 
and  comfortable  ride  make  it  the  best  towing  truck  on  the  road. 

Of  course  you'd  expect  guys  like  Tommy  and  Kevin  to  appreciate  the  power  and  sophis- 
tication of  the  Toyota  T100  Xtracab.  After  all,  why  spend  your  time  fighting  a  truck, 

when  you'd  much  rather  be  fighting  fish?  ®TOYOTAT100 

I  love  what  you  do  for  me 


Call  1-800-G0-T0Y0TA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer. 
1996  Toyota  Motor  Sales.  USA.  Inc  Buckle  Up1  Do  it  for  those  who  love  you  Toyota  reminds  you  to  Tread  Lightly1  on  public  and  private  land 
'1996  T100  V6  vs.  1996  Ford  F-150  and  Dodge  Ram  pickups  with  standard  6-cyl  engines. 
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Before  you  can 
make  media  "multi"  you  have 
to  make  the  right  connections.  qD  Our 
ATM  switches,  SONET  fiber  optic  transmission 
systems  and  multimedia  platform  PBX's  were  making 
inroads  in  the  U.S.  long  before  the  information  highway 
was  on  the  map.  They've  helped  pave  the  way  for  seamless, 
flexible  and  efficient  voice,  video  and  data  networks.  And  made 
;ervices  like  teleconferencing,  video-based  learning  and  medical 
naging  accessible  to  universities,  medical  facilities,  businesses 
nd  government  agencies.  qD   You'll  find  our  ATM  switches  in 
hree  regional  Bells.  And  more  Fujitsu  SONET  optical  transmis- 
sion systems  overall  than  any  other  supplier.  In  fact,  we're  mak- 
ing advanced  communications  technologies  available  and 
affordable  throughout  North  America,  Asia  and  Europe. 
qD    We're  a  $36  billion  company  with  a  worldwide 
multimedia  investment.  So  if  you  think  your  con- 
nections aren't  working  hard  enough  for 
you,  maybe  you  should  consider 
switching  to  us. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS.  MICROELECTRONICS 


Fidelity  Ultra  Service  Account® 


_  Some  asset  management 
accounts  charge  you  $100. 
Year  after  year  after  year. 


Money  you 
could  be 
investing 
instead. 


Year  after  year  after  year. 


ACCOUNT  COMPARISON 


Annual 
Fee 

Discount 
Commissions 
For  All 
Customers 

Funds 

Available 

Without 

Paying 

Transaction 

Fees 

Brokers 
Available 
Weekends 
&  Evenings 

Minimum 
Investment 

Fidelity 
I  Ultra 
Service 
Account 

YESZ 

YES3 

YES 

$ia,  aaa 

Merrill 

Lynch 

CMA* 

$iao 

NO 

ND 

YES 

$za,aao 

Prudential 

Command 

Account 

$ioa 

NO 

ND 

ND 

Smith 
Barney 

$5Q 

NO 

ND 

ND 

$10,  aaa 

DEAN 

Witter 

$SD 

ND 

ND 

NO 
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ransferring  your  assets  to  an  active  Fidelity 
Ultra  Service  Account  does  more  for  you  than 


save  an  annual  fee.1 


It  organizes  your  finances  for  you.  Puts  virtually 
every  kind  of  investment  right  at  your  finger- 
tips. Gives  you  unlimited  checkwriting  and, 
for  qualified  investors,  VISA®  Gold  Check  Card 
access.  And  consolidates  all  the  information  you 
need  in 


one  easy-to-read  statement. 


Plus  you  can  buy  and  sell  stocks  and  options  at 
what  full-commission  brokers 


up  to 


76%  off 


charge.2  And  when  you  trade  via  automated 
phone  or  computer,  you  save  an  extra  10%. 


Fidelity  already  offers  one  of  the  biggest 
selections  of  domestic  and  international 
mutual  funds  you'll  find  anywhere.  But 
the  Ultra  Service  Account  doesn't  limit 
you  to  that. 


Through  FundsNetwork,®  you  can  choose 


from  more  than  2,000  mutual  funds  from 
over  200  different  companies,  with  over 
350  no-load  funds  free  of  any  transaction 
fees  to  Fidelity.3 

Open  a  Fidelity  Ultra  Service  Account  today. 


Give  us  a  call. 


It's  time 


Fidelity 
investments® 


1-800-544-0003        24  hours  a  day  http://www.fid-inv.com 


join  America  Online:  Call  1-800-706-5577  for  10  free  hours. 
/10719.001 

r  more  complete  information  on  any  Fidelity  fund  or  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call 
r  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

lere  may  be  Ultra  Service  Account  fees  for  special  services  or  under  certain  conditions;  please  consult  the  current  fee  schedule.  To  qualify  as  active,  an 
:ount  must  make  at  least  one  trade  per  year.  An  inactive  account  will  be  charged  a  $30  annual  fee.    2Based  on  an  October  1995  survey  of  full-service  brokers 
'  equity  trades.  Minimum  commission:  $38.  Fees  and  commissions  are  subject  to  change.  Savings  will  vary  based  on  the  size  and  nature  of  trades.    'For  more 
ormation  on  the  FundsNetwork  program,  call  for  a  free  FundsNetwork  Performance  Director}'.  All  fees  as  described  in  the  fund's  prospectus  still  apply, 
lelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 


Cover  Story 


106    THE  NEW  WORKPLACE 
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AIR  ASSAULT  ON 
EXCESS  AWARDS 

BUSINESS   IS   MOUNTING  AN 

ad  blitz  against  Bill  Clinton's 
planned  veto  of  product-lia- 
bility reform.  Costing  up  to 
$5  million,  it  focuses  on  three 
crucial  Midwestern  states. 

The  White  House's  "mind- 
set is  the  electoral  college,  so 
ours  will  be,  too,"  says  Dirk 
Van  Dongen,  president  of  the 
National  Association  of 
Wholesaler-Distributors — a 
backer  of  the  bill  curbing 
lawsuits  alleging  defective 
products.  His  and  other  busi- 
ness groups  plan  to  unleash 
barrages  of  TV,  radio,  and 
print  ads  in  Ohio,  Michigan, 
and  Illinois.  Their  stated  goal 
is  to  change  Clinton's  mind 
on  the  veto,  expected  in  a 
few  weeks. 

The  opening  blast,  from 
the  National  Federation  of 
Independent  Business:  a  60- 
second  radio  spot  with  Pete 
Van  de  Putte,  owner  of  a 
small  San  Antonio  flagmak- 
ing  company,  castigating  Clin- 
ton as  close  to  "rich  trial 
lawyers"  backing  the  veto.  In 
this  ad  (cost:  $600,000),  Van 
de  Putte  complains  that  he 
had  to  pay  $6,000  in  a  settle- 
ment involving  several  flag- 


CLINTON:  Veto  pen  poised 

makers.  The  plaintiff  was  in- 
jured while  lowering  a  large 
flag  on  a  windy  day.  Van  de 
Putte  says  he  didn't  even 
make  the  offending  flag. 

Opponents  of  the  bill  say 
that  the  business  groups'  real 
motive  is  simply  to  punish 
Clinton  politically.  □ 


TALK  SHOW  uai  some  point,  babies  learn  to  crawl,  ther 
they  can  walk. 55 

— RJR  Nabisco  Chairman  Charles  Harper,  when  a  shareholde 
asked  how  an  infant  could  avoid  secondh  and  smoke 


CORPORATE  COUPLINGS 

WHY  FORD  DIDN'T 
JUNK  MAZDA 

TURNS  OUT  FORD,  WHICH  JUST 

moved  to  take  a  controlling 
stake  in  Mazda,  wasn't  al- 
ways so  gung-ho  about  the 
Japanese  carmaker.  Over  the 
past  year,  top  Ford  execs 
wondered  if  they  needed  it 
any  longer.  Says  Wayne 
Booker,  an  exec  veep:  "We 
asked  ourselves:  'Was 
the  old,  historic  rela- 
tionship still  of  value?' " 
Enter  Henry  Wal- 
lace, the  Ford  executive 
sent  to  Japan  to  help 
money-losing  Mazda  re- 
cover. He  lobbied  hard 
with  Dearborn  to  stick 
with  Mazda.  Now,  Ford 
has  upped  its  25%  of 
Mazda  (acquired  in  1979 
for  its  small-car  know- 
how)  to  33.4%  with  a  MAZDA:  Dearborn's  entree  to  A 


$481  million  cash  infusii 
and  made  Wallace  its 
foreign  president.  Thank 
him,  Mazda  will  break  ( 
for  the  year  ending  Mar. 

Mazda's  main  salval 
Ford  now  sees  it  as  a  br 
to  the  promising  Asian  i 
ket.  Besides,  Ford  coul 
just  dump  its  Mazda  st 
Few  would  leap  at  a  cor 
ny  with  a  1993-94  loss  of 
million.  Keith  Naugt 
and  Edith  Hill  Updike 


HONCHOS 

ADM'S  BOARD  SHOWS 
SOME  TRUE  GRIT 

A  NEWLY  ASSERTIVE  BOARD  AT 
Archer  Daniels  Midland  is  be- 
hind its  recent  conciliatory 
posture  toward  its  foes.  A 
bloc  of  directors  has  success- 
fully pushed  the  company  to 
settle  a  potentially  damaging 
civil  lawsuit  over  alleged 


price  fixing  for  feed  ingredi- 
ent lysine. 

The  turn  of  events  is  strik- 
ing. The  board  has  long  been 
knocked  for  its  close  ties 
to  strong-willed  Chairman 
Dwayne  Andreas.  He  is  the 
sort  who  has  been  known  to 
shout  down  shareholders.  But 
insiders  say  there's  no  evi- 
dence of  a  conflict  between 
Andreas  and  the  board. 
These  are  people  he  knows 


STREET  NEWS 

FROM  YAHOO! 
TO  YAWN! 


LOOKING     FOR     THAT  NEXT 

Yahoo!-size  blowout  IPO? 
Coming  up,  say  analysts,  are 
a  pair  of  similar  search-type 
services:  McKinley  Group, 
started  in  1993  by  Christine 
and  Isabel  Maxwell  (father- 
Robert  was  the  late  publish- 
ing magnate)  and  two-year- 
old  Infoseek,  led  by  former 
Frame  Technology  founder 
Steven  Kirsch. 

But  don't  call  your  broker 
yet.  Despite  the  significant 


business  experience  behind 
these  fledglings,  the  invest- 
ment performance  of  search 
services  is  mixed.  Yahoo!  shot 
up  and  now  is  108%  above 
its  $13-per-  —————— — 

share  first-day  NET  IPOs: 

offering  price.         BOOM  OR  BUST 
But  for  every  (COMPANY/OFFERING  DATE) 

marketing  yahoo:     excite  lycos 


now  south  of  the  offering 
price. 

Substantial  profits  for  this 
crew — all   of  which  make 
most  of  their  money  from 
running  ads- 


are  years  off. 
Even  Yahoo! 
(1995  sales: 
$1.4  million) 

success,  a  dog  _  i°4/J    _  w/w  _  J°4,0_2)_    was  in  the  red 

is  not  far  be-  ^,NG  13  17  16  iast  Year-  Its 
hind.  Lycos 


27 


15 


future,  say  an- 


Excite     £lose__  **___A?y*  __*?_.     alysts,  is  the 


also  went 
public  in  April.  Lacking  the 
cool  name  and  brand  recogni- 
tion of  Yahoo!,  their  share 
prices  have  languished  and  is 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 


rosiest  of  the 
recent  batch,  but  who  knows? 
This  industry  is  so  new  that 
calling  a  winner  now  is  a 
crapshoot.  Robert  Hof 


well  and  trusts,  such  as 
mer  Chairman  John  Dan 

Aside  from  settling  the 
il  suit,  the  directors' 
clout  is  seen  in  a  plan 
overhaul  of  the  board: 
management  directors  ex 
Andreas  are  to  step  d 
this  fall — that's  three  pec 
Some  directors  want  a  to 
formal  policy 
requiring  em- 
ployees to 
avoid  anticom- 
petitive acts. 

Topping  the 
board's  wish 
list  is  to  quick- 
ly dispose  of 
expected  crim- 
inal antitrust 
charges.  "This 
is  an  episode  we  want  to 
behind  us,"  says  Daniels, 
plea  negotiations  have 
curred  yet  with  the  Jus 
Dept.  Problem:  Such  t; 
could  pit  shareholder  in 
ests  (which  the  board  n 
uphold)  against  those  of 
executives  targeted  indiv 
ally  by  the  feds.  ( 
Bums  and  Richard  Melc 


ANDREA 

Mellowi 
out  a  bit 
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le  NCR  Scalable  Data  Warehouse. 


I  lalf  tlic  world  relies  on  our  data  warehouses. 


If  you're  serious  about  using  data  warehousing  to  gain  a 
competitive  edge,  choose  NCR.  The  company  that  IDC  says  is 
number  one  worldwide  in  data  warehousing.1 

We  have  the  technology  and  expertise 
to  help  you  transform  mountains  of  data  into 
LL4£R  nuggets  of  vital  cust<  imer  inf<  miration  to  help 
you  make  smarter,  quicker  decisions.  With  industry- 
leading  databases  like  Teradata:  ( )racle,"  Informix'  and  Sybase.8 

Know-how  that,  in  the  U.S.,  the  three  biggest  retailers,  three  of 
the  top  five  airlines,  and  two  out  of  three  top  banks  are  already 
utilizing.  Know-how  that  has  made  us  the  world  leader  in  data 
warehousing  with  a  50%  share,  and  number  <  ine  worldwide  in 
UNIX  medium-scale  systems  for  two  years  running: 
It's  clear:  the  best  system  t<  >  I  mild  y<  >ur  data 
j|j6l,j^      warehouse  on  is  one  of  our  new,  highly  scalable 
WoridMark™ servers.  The  only  platform  that  scales 

sntium 


from  SMI? to  clusters,  to  MP?,  allowing  businesses  to  start  their 
data  warehouse  small  and  grow  it  to  any  size. 

The  world's  most  experienced  data  warehouse  professional: 
can  help  you  set  up  and  maintain  the  most  scalable  data 
warehouse  on  the  planet.  To  get  more  information  about 
N(  IR's  scalable  data  warehouse, 
call  1  SOU-CALL-NCR  ext.  3000.  Or 
experience  our  data  warehousing 
capabilities  firsthand  at: 
http://www  ncr.com 


©NCR 


IMark  servers  shown  feature  Intel  Pentium  Processors  The  Intel  Inside  and  Pentium  Processor  logos  are  registered  trademarks  ol  Intel  Corp  International  Data  Corporation  Workstations  and  High-Performance  Systems 
35  'International  Data  Corporation  "The  Unix  Svstems  Market  1994-1999:  September.  1995  ©1996  NCR  Commation  All  nnhts  reserved  Teradata  le  »  ren.cioroH  ^  w^wm^l    =  i,,H=m„i.  „.  i,ir~o  r-  


Up  Front 


NEW  WORLD  ORDER 


THE  BEAR  CAN  STILL  SNIFF  OUT  ARMS  SALES 


RUSSIA  S   ARMS    DEALS  ARE 

surging  back  from  a  steep 
slump  that  followed  the  1991 
Soviet  breakup.  Russian  arms 
deliveries  rose  65%  last  year, 
to  $2.8  billion.  That  could 

YO,  STRONGMAN! 

Need  a  Su-27? 


reach  $8  billion  annually  by 
2000,  predicts  the  Stockholm 
International  Peace  Research 
Institute. 

The  United  Arab  Emi- 
rates, long  dependent  on 
Western  arms,  just  received 
$200  million  worth  of  Russian 
weapons,  including  Smerch 
multiple-launch  rocket  sys- 


tems. Beijing's  recent  saber- 
rattling  over  Taiwan  was 
backed  with  Russian  Sukhoi- 
27  fighter  planes. 

Russia's  military-industrial 
sector  has  little  choice  but  to 
export,  since  its  own  military 
is  purchasing  few  weapons 
'and  often  can't  pay  for  what 
it  does  buy.  What's  boosting 
Russian  arms  exports, 
though,  is  better  marketing, 
not  technology.  After  all, 
Iraq's  Russian  equipment 
performed  poorly  during  the 
Persian  Gulf  War. 

The  U.S.  has  been  the 
world's  leading  arms  supplier 
(global  market  share:  60%- 
plus)  since  the  Soviet  col- 
lapse. Facing  military  cut- 
backs, America's  own 
aggressive  export  push  yield- 
ed deliveries  worth  $9  billion 
last  year.       Patricia  Kranz 


DRAWN  &  QUARTERED 


l-WAY  PATROL 


FREE  E-MAIL,  BUT  WITH  A  CATCH 


here's  a  new  bid  to  earn 
money  off  the  Internet:  a  free 
E-mail  service  that  runs  ads. 
Many  World  Wide  Web  sites, 
such  as  Yahoo,  already  cany 
advertising,  but  users  must 
pay  for  an  Internet  connec- 
tion to  view  them.  Juno  On- 
line Services,  soon  to  be 


CAR  TALK 

EIGHTY  MILES  PER 
GALLON? WELL... 

AN      AFFORDABLE  FAMILY 

sedan  that  gets  80  miles  per 
gallon?  That's  the  dream  of 
a  research  partnership  be- 
tween the  feds  and  Detroit. 
Well,  dream  on.  A  govern- 
ment researcher  says  about 
40  mpg  by  the  year  2015  is 
more  likely  economically. 

Here's  why  the  80  mpg 
goal — set  by  the  government- 
industry  Partnership  for  a 
New  Generation  of  Vehicles 
(pngv) — isn't  practical,  ac- 
cording to  David  Greene,  se- 
nior researcher  at  Oak  Ridge 
National  Laboratory:  A  car 
getting  that  mileage  would 
cost  at  least  $6,000  more  than 
the  current  average,  maybe 
even  $40,000  extra,  Greene 
says,  using  data  from  the 
now-defunct  Office  of  Tech- 
nology Assessment.  In 
contrast,  he  says,  a  40 
rnog  car  with  pngv  tech- 
nology would  cost  only 
about   $350   extra,  which 


ADDED  COST  PER  GAR 


40  MPG  H  80  MPG 


$350 


$6,000 


DATA-  OAK  RIDGE  NATIONAL  LABORATORY 

would  be  more  than  offset  by 
lifetime  fuel  savings  of  $550. 

By  Greene's  reckoning,  it's 
vital  that  mileage  improve, 
even  if  only  to  40  mpg  (it's 
now  at  28.5).  Reason:  Ameri- 
cans drive  about  2%  more 


miles  per  year,  so  40  mpg 
would  be  enough  only  to 
keep  gas  consumption  at  cur- 
rent levels.  That  means  air 
pollution,  continued  depen- 
dence on  foreign  oil,  and 
greenhouse  gases  linked  to 
global  warming. 

pngv  is  still  aiming  for  the 
higher  target.  Says  spokes- 
woman Ann  Smith:  "Nobody 
is  saying  the  80  mpg  goal  is 
easy."  Peter  Coy 


available,  figures  that  gi 
E-mail  will  attract  the  us 
Juno,  which  can  be  taf 
via  an  800  number,  will 
able  to  send  mail  to  any 
ternet  address  without  n 
ing  a  Net  service  provi 
Users  can  download  its  i 
ware  from  www.juno.c 
Ads,  which  change  each  I 
you  dial  into  Juno,  appear 
as  a  banner  along  the  sen 
top  edge.  Viewers  may  i 
on  the  banner  and  get  a 


THE  BIG  PICTURE 


LOOKING  FOR  WORK 


'90    '92    '94  '96 
k  MONTHS  1STQTR 
DATA:  CHALLENGER,  GRAY 
&  CHRISTMAS  INC. 


Good  news  on  the 
job  front:  Executives 
are  landing  jobs 
faster.  The  still- 
strong  economy  is 
one  factor.  But  also, 
says  consultant 
James  Challenger, 
the  downsizing 
trend  has  made 
employers  quicker 
to  hire  because 
they  have  fewer 
qualms  now  about 
firing  people. 


screen  or  more  of  CYBI 
cyberspiel.  This 

The  fledgling  ser-  brou 
vice  plans  to  tailor  you 
its  ads  to  individual 
subscribers,  using  an  E-m; 
profile  they  fill  out  when  i 
ing  up.  Juno  says  it  may 
lists  of  subscribers  who  aj 
to  receive  junk  E-mail.  J 
advertisers  include  Snap 
Quaker  Oats,  and  Mirama 

The  force  behind  thi 
New  York  investment  bai 
David  Shaw.  Shaw,  a  for 
Columbia  University  com 
er-science  prof,  and  other's 
bankrolling  Juno  up  to 
million.  John  Ve 


I  NOTES  Average  size  of  home  buyers'  current  home:  1,700  square  feet;  home  size  they  seek:  2,200  square  feet 
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Lasffear,We  Served 
7MillionMore  Peoplelhan 
Any  Other  Airline. 

Maybe  It  Has 
SomethingTb  DoWith  How 
We  Served  Ihem. 


At  Delta,  we  didn't  set  out  to  be  the  biggest  airline  in  the  world.  Just  the 
best.  That  means  having  service  second  to  none.  A  convenient  schedule  with  more 
flights  to  more  cities  every  day.  And  a  SkyMiles"  program 
th.it  otters  you  the  world. 

As  a  result,  we  fly  more  business  travelers 
today  than  any  other  airline.  And  the  people 
who  fly  the  most,  think  we're  the  best. 

And  we're  determined  to  make  sure 
they  always  do.  With  the  kind  of  service  that 
shows  why  nearly  a  quarter  million  travelers 
worldwide,  today  and  every 
day,  choose  Delta. 


Annual  Passengers 
(In  Millions) 

Flown 

Delta  Air  Lines 

86.9 

American  Airlines 

79.6 

United  Airlines 

78.8 

USAir 

57.0 

Northwest  Airlines 

49.4 

British  Airways 

34.7 

Deltas  1995  Service  Awards 

J.D.  Power  and  Associates 
Business  Traveler  Satisfaction 

Best  Domestic  Short-Haul  Carrier 
Best  Domestic  Long-Haiti  Carrier 

Robb  Report 

Best  Airline  (4th  year  in  a  row) 

Business  Traveler  International 

Top  U.S.  Carrier 

Business  Traveler  International 

Best  Economy  Class 
USA  Today  (Int'l  Edition) 

Best  U.S.  Domestic  Airline 


A.Delta  Air  Lines 

You'll  love  the  way  we  fly' 


1995  passenger  boarding  statistics  reports  to  the  DOT.  British  Airways  passengers  based  on  most  recent  12-month  passenger  boarding  statistics  in  British  Airways  financial  reports, 
flyers  statistic  based  on  findings  from  1994/95  PLOG  Travel-Trak  independent  research  conducted  for  the  use  of  all  airlines.  J.D.  Power  and  Associates  1995  Domestic  Frequent  Flyer 
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Readers  Report 


THIS  ONLINE  MALL 

IS  OPEN  FOR  BUSINESS  

I  was  surprised  to  read  that  at  Time 
Warner  Inc.'s  Full  Service  Network  in 
Orlando,  its  "ambitious  online  mall  [has] 
been  scrapped"  ("I-Way  or  no  way  for 
cable?",  Special  Report,  Apr.  8).  This 
will  come  as  an  even  greater  surprise  to 
the  4,000  fsn  customers  who  continue  to 
browse  the  online  mall,  as  they  have 
for  some  months. 

In  fact,  contrary  to  your  reporting, 
the  mall  now  offers  more  than  250,000 
products  from  such  well-known  vendors 
as  Williams-Sonoma,  Spiegel,  Crate  & 
Barrel,  and  Sharper  Image. 

Michael  Luftman 
Vice-President  for 
Corporate  Communications 
Time  Warner  Cable 
Stamford,  Conn. 

DON'T  SEND  A  FAMILY  DOCTOR 
TO  DO  A  SPECIALIST'S  JOB 

In  your  articles,  it  was  good  to  see 
that  some  of  the  large  purchasers  of 
health  care  are  beginning  to  recognize 
that  it  is  not  wise  to  focus  exclusively 
on  cutting  costs  without  also  focusing  on 
disease  prevention  and  the  quality  of 
care  being  provided  to  their  employees 
("Health  care:  The  quest  for  quality" 
and  "Oxford's  education,"  Social  Issues, 
Apr.  8). 

The  move  to  a  primacy  of  primary 
care  providers — and  the  diminishing  role 
of  specialists,  within  the  context  of  the 
way  knowledge  in  medicine  has  been 
advancing  of  the  past  years — is  coun- 
terintuitive. At  a  time  when  new  knowl- 
edge about  diseases  and  their  treatment 
has  been  accelerating  at  a  phenomenal 
rate,  requiring  more  and  more  special- 
ized knowledge,  we  appeal'  to  be  moving 
back  to  a  time  when  there  was  very 
little  that  medical  science  could  do  for  a 
patient,  and  a  single  general  practition- 
er could  provide  most  of  what  medicine 
had  to  offer. 

Now,  when  even  the  specialists  are 
unable  to  keep  up  with  their  advances 
within  their  own  specialties,  it  appears 


CORRECTIONS  &  CLARIFICATION 

In  "A  tobacco  deal  that  could  clear  the 
(News:  Analysis  &  Commentary,  Apr. 
there  were  several  calculation  errors, 
impact  on  the  cigarette  industry  of  a  2 
per-pack  excise  tax  would  run  $6.25  bil 
a  year,  and  the  impact  on  RJR  Nabi 
products  would  be  $1.5  billion.  RJR  Na 
co's  stock  market  value,  though,  ct 
increase  by  $5.6  billion  a  year  if  all  liti 
tion  were  lifted.  We  reported  larger  figi 
in  each  instance. 

In  Investment  Figures  of  the  Week  (Apr. 
the  four-week  mutual-fund  laggards  v 
incorrectly  listed.  The  three  laggards  v 
Steadman  Technology  Growth,  Merrill  Ly 
Technology  C,  and  Smith  Barney  Teleo 
munications  Income,  which  was  di 
4.6%.  MFS/Foreign  &  Colonial  Internat 
al  Growth  &  Income  B  Fund,  which  wa< 
1.2%,  should  not  have  been  on  the 

In  "Come  winter,  a  greener  hill?"  (Govi 
ment.  Apr.  15),  Celinda  Lake  was  misic 
tified  as  a  pollster  for  Democratic  C 
gressman  Ron  Wyden.  Lake  conducted 
survey  for  the  League  of  Conservation ' 
ers  and  the  Sierra  Club.  Wyden's  poll 
was  Mark  Mellman. 

In  "Health  care:  The  quest  for  qual 
(Social  Issues,  Apr.  8),  a  consultancy's  n; 
was  misspelled.  The  correct  name 
William  M.  Mercer  Inc. 


illogical  to  suggest  that  we  sh 
go  back  to  the  days  of  the  fa 
doctor. 

Lester  E.  Block,  1 
Dir< 

Graduate  Studies  in  Public  Hi 
University  of  Minn( 
Minnea 

THOMSON'S  LEGAL 

IS  PLAYING  BY  THE  RULES 

We  disagree  with  Benjamin  Pi 
assertion  that  Thomson  Corp.'s  per 
acquisition  of  West  Publishing  C 
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Tune  was,  it  could  be  your  whole  plan.  Today  it  takes  more.  That's  why  we  oiler  Financial  Fitness, 
's  a  simple,  painless  live-step  program  that  starts  with  a  conversation.  Just  you  and  an  Equitable 
presentative.  Together  you  look  at  your  entire  situation,  set  your  priorities,  find  a  strategy,  plan  your 
>xt  steps  and  keep  your  strategy  updated. 

No  miracles.  No  hype.  Just  common  sense.  And  the  leeling  ol  relief  that  comes  from  having  a  better 
indie  on  things. You  know  tomorrow  won't  wait.  Get  in  touch  with  us  and  take  charge  ol  it  today. 

fpH  EQUITABLE 

"==  ==~  Power  Oiwr  Tnmnrrmnsm 


Take  the 
401(k)  plan  off 
your  agenda 
and  put  it 
on  ours. 


A  401  (k)  plan  should  be  a  benefit — not  a  burden — to  growing  companies. 
Fortunately,  the  T.  Rowe  Price  Century  Plan 1  is  comprehensive  in  its 
features  and  investment  options — yet  simple  to  implement  and  maintain. 

From  establishing  the  plan  to  conducting  annual  compliance  testing,  the 
Century  Plan  takes  most  of  the  work  off  your  plate  and  puts  it  on  ours.  Your 
employees  will  have  the  confidence  that  comes  with  building  portfolios  that 
can  help  them  meet  their  retirement  savings  goals,  and  you'll  have  more  time 
for  running  your  business. 

When  you  choose  T.  Rowe  Price  as  your  plan  provider,  you  and  your 
employees  have  a  single  reliable  source  of  retirement  information.  And,  of 
course,  you  also  have  access  to  one  of  the  nation's  largest  families  of  no-load 
mutual  funds.  Put  T.  Rowe  Price  to  work  for  you. 

Call  1-800-83M  4 1 3  to  receive  your  Century  Plan  Kit. 


Invest  Willi  Confidence  Cjgb 

T.RowePrice  8k 

i  Rowe  Price  Investment  Services,  Inc..  Distributor  CEN03O710 


an  you 
vord  pro 
lo  this?  1 


d  processor 

Rewrite  incorrect  sentences. 
Exclusive  Gntiiiinalik  can. 
and  you  specify  the  style  of 
writing  involved. 


Make  your  documents 
shorter — or  longer.  Exclusive 
Make  It  Fit'"  can,  and  you 
control  what  formatting 
features  are  changed. 


Find  any  term  in  a  file  on 
any  drive  in  a  hurry. 
Exclusive  QuickFinder™ 
can,  with  world-class  speed 
and  efficiency. 

I E-mail  the  document  you're 
working  on,  without  leaving 
WordPerfect. 


Not  only  make  up  an  invoice, 
but  calculate  it  as  well. 
Tables  function  can — with  98 
spreadsheet  functions 
available  at  a  click. 


Move  a  project  automatically 
from  application  to  application 
within  the  suite.  Exclusive 
QuickTasks™  can — and  you 
can  choose  from  more  than 
60  pre-built  QuickTasks,  or 
make  your  own. 

ou  use  a  word 
rocessor 
very  day— 
houldn't  you  use 
HE  BEST  ? 

.5  inch  disks  and  CD-ROM  version  also 
aijabite.  CD-ROM  drive  required  to 
cess  full  set  of  applications,  fonts  and 
part.  3.5  inch  disks  contain  Corel 
ordPerfect  6.1  module. 

el  is  a  registered  trademark  of  Corel  Corporation,  Sidekick 
I  Dashboard  are  trademarks  0)  Starfish  Software  Inc. 
adox  is  a  registered  trademark  of  Borland  International, 
mmatik  is  a  registered  trademark  and  GroupWise  and 
oy  are  trademarks  of  Novell.  Inc.  All  other  product  and 
npany  names  are  trademarks  or  registered  trademarks  of 
ir  respective  companies. 


THE  WORLD'S  BEST  WORD  PROCESSOR 

IS  NOW  AN  UNBEATABLE  SUITE. 

Office  Applications  +  Graphics  Power  +  Internet  Connectivity 
at  a  Word  Processor  Price! 


The  NEW  Corel'  WordPerfect  Suite  for 
Windows*  3.1x  will  bring  an  unparalleled 
level  of  power  and  value  to  the  world's 
best  word  processor.  Delivering  all  the 
standard  office  suite  features  plus 
powerful  graphics  and  Internet  capability, 
the  Corel  WordPerfect  Suite  packs  so 
much  power  and  so  much  value  into 
one  CD-ROM  it  leaps  far  ahead 
of  Microsoft  Office. 


sassa   

VVUl  VJi  y 


Corel  WordPerfect  Suite  for  Windows 
CD-ROM  version  includes: 

■  Corel  WordPerfect  6.1 

■  Corel  Quattro"  Pro  6.0 

■  Corel  Presentations"'  3.0 

■  CorelFLOW"  2 

■  Sidekick™  2.0 


3.1x 


Dashboard™  3.0 
Corel  Screen  Saver 
Envoy1"  1.0 
150  fonts 

10,000  clipart  images 


The  figures  speak  for 
themselves.  When  people 
choose  a  standalone  word 
processor,  they  choose 
WordPerfect.  In  fact, 
WordPerfect  has 
consistently  outsold  and 
outperformed  Microsoft® 
Word  for  Windows1"  3.1x  and 
Windows®  95. 


Other  2% 


WordPerfect  3.5  for  Macintosh"  beats 
Microsoft'  Word  for  Macintosh"  for 
MacUser  1995  Editor's  Choice  Award. 
MacUser,  December  1995 

WordPerfect  6.1  for  DOS 
receives  Editor's  Choice. 
PC  Magazine,  November  1995 

WordPerfect  6.1  beats 
Microsoft  Word 
,  „.    .  ,    . ,       for  Windows  95  for  Editor's  Choice. 

S  shipments  at  standalone 

icuois.  t995-i  ?!  ^nid  units     pc  Magazine,  November  1995 

Computer  Intelligence  IntoCorp 


Includes  everything  in  the 
Corel  WordPerfect  Suile, 

plus  GroupWise '"  4. 1 
E-mail  client  license  and 

Paradox  5.0  database. 


The  only  spreadsheet  application 
that  seamlessly  uses  files  from 
all  three  major  spreadsheet 
programs:  Quattro  Pro, 
Microsoft'"  Excel  and  Lotus  1-2-3.® 


Easy,  powerful 
presentations  in  minutes, 
with  sophisticated 
transitions,  sound 
and  more. 


Insight 


We  ship  FedEx  standard  overnight  shipping 

1-800-503-8936 

Call  24-hours  a  day 
Or  order  via  Internet! 

http://www.insight.com 


*USS  plus  applicable  taxes  and  shipping 


http://www  corel  com 
Call  now  for  faxed  literature! 

1  613  728-0826  ext.  3080 


The  Future  is 
Looking  Brighter 


We've  seen  the  future  and  it  looks  bright.  From  fingertip-sized  memory  chips  to 
powerful  communications  satellites,  we're  dedicated  to  making  it  even  brighter 
through  advanced  semiconductor,  communications,  and  multimedia  technology. 
We  are  Hyundai  Electronics. 

C 

Semiconductors  Hyundai  Electronics  wasn't  the  first  semiconductor  maker, 
but  our  256 -megabit  synchronous  DRAM  was  a  world  first.  Now  we're  working 
on  the  cutting  edge  of  technology  to  develop  tomorrow's  1-  and  4 -gigabit  DRAMs 
as  well  as  non-memory  chips  and  advanced  TFT-LCD  displays. 

r 

V_^ommunications  Hyundai  Electronics  didn't  pioneer  satellite  communications, 
but  we  will  build  23  of  136  Satellites  in  the  GlobalStar  worldwide  communication 
system  by  2005.  From  auto  navigation  systems  to  CDMA  digital  cellular  phones, 
we're  helping  shape  the  way  you'll  keep  in  touch  with  your  world  tomorrow. 

^Multimedia  Hyundai  Electronics  wasn't  the  inventor  of  multimedia,  but  our 
Video  CD  Players  and  multimedia  personal  computers  are  bringing  it  into  homes 
around  the  world  today.  Now  we're  riding  the  next  wave  of  technology  with  high- 
definition  television,  video-on-demand,  and  digital  video  disc  projects  to  take  home 
entertainment  to  the  next  level. 

Hyundai  Electronics.  We've  seen  the  future.  And  it's  looking  brighter. 


LIVE  THE  FUTURE 

•HYUNDAI 

Hyundai  Electronics  Industries  Co.,  Ltd. 

Head  Office  San  1 36-1 ,  Amf-ri,  Bubal-eub,  Ichon-kun.  Kyoungki-do.  467-860  Korea  Tel:  741-0661 .  Fax:  741  -0737 
Seoul  Office    Hyundai  Jeonja  Bkjg.  66  Jeokseon-dong,  Chongro-ku.  Seoul,  Korea  Tel:  398-4500,  Fax:  733-2145/7 


Books 


THE  BUSINESS  WEEK  BEST-SELLER  LIST 


HARDCOVER  BUSINESS  BOOKS 


1  THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Simon  &  Schuster  •  $24)  An  online  investment  duo 
puts  it  in  writing. 

2  THE  BEARDSTOWN  LADIES'  STITCH-IN-TIME  GUIDE  TO 
GROWING  YOUR  NEST  EGG  by  the  Beardstown  Ladies 
Investment  Club  with  Robin  Dellabough  (Hyperion  •  $19.95) 
The  team  from  Illinois  turns  to  retirement  planning. 

3  THE  ROAD  AHEAD  by  Bill  Gates,  with  Nathan  Myhrvold  and 
Peter  Rinearson  (Viking  •  $29.95)  Observations  on  the  l-way 
and  a  peek  at  the  $30  million  house  that  Bill  built. 

4  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $25)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

5  THE  FUTURE  OF  CAPITALISM  by  Lester  C.  Thurow  (Morrow  • 
$25)  Is  the  economic  system  headed  for  a  new  dark  age? 

6  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

7  EMPOWERMENT  TAKES  MORE  THAN  A  MINUTE  by  Ken 

Blanchard,  John  P.  Carlos,  and  Alan  Randolph  (Berrett- 
Koehler  •  $20)  A  motivational  how-to  in  story  form. 

8  INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore  (HarperBusi- 
ness •  $25)  Lessons  on  marketing  from  Silicon  Valley. 

9  RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  Turning  customers  into  your  biggest 
boosters. 

10  MEGATRENDS  ASIA  by  John  Naisbitt  (Simon  &  Schuster  • 
$24)  Look  eastward,  executives. 

11  MANAGEMENT  OF  THE  ABSURD  by  Richard  Farson  (Simon 
&  Schuster  •  $21)  The  paradoxes  of  management,  as  seen  by 
a  psychologist. 

12  THE  DIGITAL  ECONOMY  by  Don  Tapscott  (McGraw-Hill  • 
$24.95)  How  the  Infobahn  is  changing  business. 

13  THE  LOYALTY  EFFECT  by  Frederick  F.  Reichheld  (Harvard 
Business  School  •  $24.95)  How  loyalty  between  management 
and  employees  spurs  company  growth  and  profits. 

14  SACRED  COWS  MAKE  THE  BEST  BURGERS  by  Robert 
Kriegel  and  David  Brandt  (Warner  •  $22.95)  Motivating 
employees  to  welcome  change. 

15  THE  LEADER  OF  THE  FUTURE  by  Frances  Hesselbem,  Mar- 
shall Goldsmith,  and  Richard  Beckhard,  eds.  (Jossey-Bass  • 
$25)  Writers  and  consultants  tell  how  to  have  the  right  stuff. 


PAPERBACK  BUSINESS  BOOKS 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 

2  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investmen 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  foi 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

3  LEARN  TO  EARN  by  Peter  Lynch  and  John  Rothchild  (Fire- 
side •  $13)  Capitalism  for  beginners. 

4  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managing 
your  time  by  balancing  your  life. 

5  THE  1996  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

6  THE  ONLY  INVESTMENT  GUIDE  YOU'LL  EVER  NEED  by 

Andrew  Tobias  (Harcourt,  Brace  •  $12)  How  to  overcome 
"money  intimidation, "  now  in  an  updated  edition. 

7  THE  ERNST  &  YOUNG  TAX  GUIDE  1996  by  the  Tax  Partne 
and  Professionals  of  Ernst  &  Young  LLP  (Wiley  •  $14.95) 
Whew,  glad  that's  done. 

8  YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vicki 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 

9  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Woi 
man  •  $8.95)  Give  them  a  champagne  brunch,  a  casual- 
dress  day — or  plain  old  cash. 

10  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

11  J.K.  LASSER'S  YOUR  INCOME  TAX  1996  by  the  J.K.  Lassi 
Institute  (Macmillan  •  $14.95)  Time's  up. 

12  THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $14.95)  A  useful  analysis  of  how  Buffett  does  it. 

13  THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 

14  INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Book 
$19.95)  From  stocks  to  small  business — with  cartoons, 

to  boot. 

15  THE  WEALTHY  BARBER  by  David  Chilton  (Prima  •  $12.95 
Don't  get  clipped,  says  the  barber — invest  10%  of  your  pa) 
then  cut  debts. 


business  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economics,  mi 
agement,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  represe 
ed.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  March. 


■H7SOJuR|?Rn   "AN  INSTITUTION  IS  THE  LENGTHENED  SHAD- 

^■BitfjiMTiif  fiiiM  ow  of  one  man,"  observed  Ralph  Waldo 
Emerson.  More  than  100  years  later,  despite  the  rise  of  in- 
dividualism-killing bureaucracy  and  the  one-size-fits-all  cap,  or- 
ganizations still  hanker  for  leaders  who  know  their  own  minds 
and  can  point  the  way  ahead.  But  where  should  they  turn  for 
'eadership?  That's  the  question  tackled  by  the  30-odd  authors, 
consultants,  and  executives  whose  writings  appear  in  The 
Leader  of  the  Future  (Jossey-Bass),  the  No.  15  book  on  this 
month's  hardcover  best-seller  list. 

From  the  get-go,  the  volume  repudiates  the  idea  of  the  born 
leader.  "Leadership  must  and  can  be  learned,"  declares  Peter 
-.  Drucker  in  his  foreword.  Other  sections  feature  such  authors 


as  Charles  Handy,  who  describes  "the  distributed  leaderst 
of  dispersed  organizations;  Peter  M.  Senge,  on  the  limitati 
of  top  brass  in  effecting  change;  and  Rosabeth  Moss  Kan 
whose  "world-class  leaders"  demonstrate  "the  power  of  p 
nering."  Frances  Hesselbein,  president  of  the  Peter  F.  Dn 
er  Foundation — sponsor  of  the  book — favors  letting  pec 
"find  significance  beyond  the  task." 

Unfortunately,  some  problems  have  no  good  answers.  1 
the  leader  of  the  future,  facing  a  workforce  made  anxious 
downsizing,  really  be  aided  by  David  M.  Noer's  "recipe 
glue"?  "Fill  the  glue  pot  with  the  fresh,  pure,  clear  watei 
undiluted  human  spirit,"  he  instructs.  Yeah,  and  keep  y 
resume  handy.  BY  HARDY  GRE 


USINESS  WEEK  /  APRIL  29,  1996 


1  Gigabyte 
Hard  Drive 

(Perject  jor  containing  your  12-hour  workdays) 


120  MHz  Pentium 
Processor 

(  Perject  Jor  Jlying  through  every  application) 


Under  $1,700 

(Perject  jor  making  accounting  happy) 


The  joke  in  the  computer  business  generally  goes  something  like  this:  performance, 

pas 

u-;iti'v-/*jj&i*  quality,  aflordability —  pick  anv  two.  Well,  it  seems  C  ompac|  has  rendered  that  little 
witticism  a  hit  obsolete.  ( )ur  Compaq  ProLinea  models,  which  start  under  $1,  32  5,'  offer  Pentium"  technology 
to  run  Window  s'  95,  the  speed  of  PC  I  bus  arc  hitecture,  and  a  variety  ot  unique  serviceability  features. 
Which  means  now,  things  sound  a  bit  more  like  this:  performance,  quality,  and  affordability  —  pick  three. 


COMPAQ. 

Has  It    Changed   Your   Life  Yet? 
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DIRTY  LITTLE  SECRETS 

The  Persistence  of  Corruption  in  American  Politics 

By  Larry  J.  Sabato  and  Glenn  R.  Simpson 
Times  •  430pp  •  $25 


THE  SUBTLER  SHAPES 
OF  POLITICAL  SLEAZE 


In  poll  after  poll,  citizens  by  a  wide 
margin  gripe  that  politics  is  cor- 
rupted by  special  interests  that  use 
their  wealth  to  elect  politicians  and  keep 
them  in  power.  The  view  in  Washington 
is  very  different:  Sure,  there  are  iso- 
lated cases  of  political  comiption,  such 
as  the  misuse  of  taxpayer  money  that 
led  ex-Representative  Dan  Ros- 
tenkowski  to  plead  guilty  to  mail  fraud 
on  Apr.  9.  And  the  influence  of  lobbyists 
is  undeniable.  Yet  the  system  on  bal- 
ance is  clean  and  works  on  behalf  of 
the  citizenry.  So  who's  right? 

Read  Dirty  Little  Secrets,  and  the  an- 
swer is  obvious:  the  aggrieved  public  by 
a  mile.  Through  exhaustive  research, 
University  of  Virginia  political  scientist 
Lany  J.  Sabato  and  Wall  Street  Journal 
reporter  Glenn  R.  Simpson  have  assem- 
bled a  compelling  set  of  facts  that  should 
give  pause  to  the  most  jaded  pol. 

The  corruption  they  describe  isn't 
just  the  kind  of  election-rigging  that 
went  on  in  Lyndon  B.  Johnson's  Texas 
or  Richard  J.  Daley's  Chicago.  It's  more 
subtle.  It  entails  senior  members  of 
Congress  who  use  their  powerful  posts 
to  shake  down  business  interests  for 
campaign  contributions.  There  are  the 
influential  political  groups — such  as  the 
Christian  Coalition  and  the  afl-cio — 
that  exploit  legal  loopholes  to  spend  mil- 
lions on  behalf  of  friendly  members  of 
Congress.  Examples  abound  of  dirty 
tricks  that  sabotage  opponents'  candi- 
dacies, misuse  of  congressional  staffers 
for  campaigns,  high-tech  telemarketing 
operations  that  spread  false  rumors 
about  office  seekers,  and  old-fashioned 
vote  fraud  and  vote  buying. 

The  authors  will  get  an  argument 
from  some  who'll  say  the  corruption  the 
book  tackles  is  relatively  harmless — and 
largely  legal.  True,  if  you  narrowly  de- 
fine comiption  as  bribery,  extortion,  and 
graft  that  personally  enriches  a  public 
official,  the  political  system  is  largely 


Dir 

Littl 

Secrel 


corruption-free.  But  Sabato  and  Simpson 
take  a  broad  view  of  comiption,  includ- 
ing marginally  lawful  but  unethical  prac- 
tices. By  that  measure,  they  assert, 
"comiption  is  not  just  a  danger  of  po- 
litical life,  it  is  an  unavoidable  compo- 
nent of . . .  fundraising,  political  horse- 
trading,  or  campaigning." 

Indeed,  activities  that  violate  the  spir- 
it or  the  letter  of  federal  campaign  laws 
are  so  common  that  politicians  and  the 
press  tend  to  shrug  them  off  with  an 
everyone-does-it  attitude.  Among  the 
most  pervasive  abusers: 
tax-exempt  organizations 
that  pose  as  nonpartisan 
"educational"  groups,  even 
though  their  real  goal  is  to 
use  their  taxpayer  subsidy 
to  influence  political  cam- 
paigns; members  of  Con- 
gress who  take  advantage 
of  their  free  mailing  privi- 
leges to  distribute  campaign 
materials;  and  candidates 
who  circumvent  disclosure 
rales  to  hide  improper  con- 
tributions or  expenditures. 

No  matter  what  their  political  lean- 
ings, readers  should  become  outraged  as 
they  digest  the  authors'  detailed  account 
of  the  Christian  Coalition's  role  in  the 
1994  congressional  elections.  On  the  Sun- 
day before  Election  Day,  the  group  had 
arranged  for  churches  around  the  coun- 
try to  distribute  20  million  "voter  guides" 
that  were  supposed  to  show  how  the 
candidates  stood  on  the  issues.  Yet  in 
nearly  all  cases,  the  guides  were  written 
to  favor  Republicans,  often  by  distorting 
Democrats'  records.  Example:  The  guides 
said  19  House  Democrats  voted  for  "pro- 
moting homosexuality  to  schoolchildren" 
even  though  all  19  had  actually  voted 
for  an  amendment  that  did  just  the  op- 
posite. Equally  disturbing  is  the  chap- 
ter that  describes  how  commonly  cam- 
paigns rely  on  anonymous  telephone  calls 


Lany  J.  Sabato  and  Glenn  R.Simpson 


to  spread  lies  about  candidates'  recc 
or  personal  lives. 

So  why  don't  the  politicians  do  £ 
thing  to  stop  these  sordid  practic 
Because  the  system  is  skewed  to  be 
fit  incumbents.  Even  in  the  '94  t: 
wave  that  swept  Democrats  out  of  < 
trol  in  Congress,  nearly  90%  of  inci 
bents  were  reelected.  That  explains  j 
the  challenger  who  swears  to  ref< 
the  political  system  turns  into  a 
fender  of  the  status  quo.  Consider 
Clinton  and  Newt  Gingrich  (R-Ga.). 
member  when  they  shook  hands  in  f1 
Hampshire  last  year,  pledging  to  cl 
up  campaign  finance  abuses?  The) 
barely  lifted  a  finger  since. 

The  book's  one  glaring  flaw  is  its  ( 
sity.  The  detail  that  bolsters  the 
thors'  case  is,  frankly,  boring  for 
average  reader.  But  Sabato  and  Simp 
seem  less  interested  in  making  the  b 
seller  list  than  reaching  politicians, 
porters,  and  advocates  of  campaigr 
nance  reform. 

Another  failing  is 
short  shrift  the  authors  $ 
to  remedies,  discussing  tl 
only  m  the  final  chapter, 
when  they  get  to  that  to 
they  make  sound  sug£ 
tions.  Sabato  and  Simp 
properly  rale  out  taxpaye 
nanced  congressional  ei 
paigns  as  an  idea  vot 
won't  accept  and  tigl 
spending  limits  as  a  vi 
tion  of  free  speech.  Inste 
they  call  for  a  change  in 
tax  law  to  make  it  har 
for  tax-exempt  groups  to  engage  in  { 
tisan  activity.  And  they  recognize  t 
you  can't  easily  outlaw  sleazy  campa 
practices — politicians  will  soon  find  r 
loopholes.  So  the  authors  propose  st: 
gent  new  disclosure  rales  on  who  gi 
money  to  candidates  and  how  that  mo: 
is  spent.  "If  the  facts  are  really  as  av 
as  reformers  contend. . .  the  public  1 
be  moved  to  demand  change,"  they  s 
That's  just  how  it  should  be.  Ui 
cused  public  frustration  over  the  curr 
system  won't  end  the  corruption.  Bu 
voters — aided  by  greater  disclosure 
campaign  finances — start  bouncing  sle 
candidates  from  office,  the  pols  | 
quickly  get  the  message. 

BY  OWEN  ULLM/i 
Ullmann  is  business  week's  sen 
news  editor  in  Washington. 
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THE  AUTHORS  SAY  THAT,  FAR  FROM  BEING  RARE, 
CORRUPTION  IS  ENDEMIC  TO  WASHINGTON 
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chnology  &  You 


EPHEN  H.  WILPSTROM  

JDE  SHOWS 
ITHOUT  PAIN 


software  is  easy 
e-and  makes  dis- 
tion  over 
fob  simpler 

raphics  can  be  a  pow- 
erful way  to  impart 
information.  And  in 
arse  of  even  a  week's 
of  product  demonstra- 
I  watch  a  lot  of  com- 
generated  slide 
Unfortunately, 
er  the  slides  are 
on  a  computer  or 
ted  on  a  screen, 
>se  impact  because 
jnd  to  look  alike.  I 
[  know  why:  Peo-  ' 
ng  such  programs 
rosoft  PowerPoint 
lOtus  Freelance 
use  more  than  a 
action  of  the  pow- 
ilable. 

not  that  the 
preparing  the 
lack  imagina- 
rhe  presenta- 
aphics  programs 
st  too  hard  to  use.  It's 
ich  help  to  have  dozens 
or  schemes,  layouts, 
ions,  and  animation  ef- 
vailable  if  you  can't  fig- 
it  how  to  use  them, 
why  anyone  who  finds 
*ing  a  presentation 
ng  might  want  to  tiy 
VordPower  from  Soft- 
Publishing  Corp.  (800 
60,  or  download  a 
opy  from  http://www. 
>m).  A  $99  edition  in- 
versions for  Windows 
i  95. 

p  makes  it  simple  to 
an  effective  and  visu- 
mpelling  presentation, 
d  that,  it  gives  you  an 
ray  to  distribute  your 
show  via  the  World 


Wide  Web,  an  increasingly 
important  ability  as  compa- 
nies turn  to  Web  technology 
for  internal  communications. 

How  simple  is  asap?  In 
line  with  a  growing  trend,  it 
has  no  manual.  In  addition  to 
a  good  tutorial  and  extensive 
online  help,  there's  a  25-page 
brochure  that  focuses  more 
on  how  to  design  a  presen- 
tation than  on  how 


In 

the  program. 
The  software  itself 
is  simple  enough  that  I 
didn't  miss  a  printed  manual. 

The  key  to  the  program's 
success  is  its  straightforward 
design.  At  the  start,  you 
have  a  choice  of  outline  or 
preview  mode.  In  outline,  you 
simply  type  the  text  of  your 
slides,  the  fastest  and  easiest 
way  to  enter  your  material. 
If  you  use  Microsoft  Word, 
you  can  enter  the  material  in 
Word's  outline  format,  select 
the  text  or  graphics,  click  on 
the  asap  toolbar  button  that 
appears  after  you  install  the 
program,  and  your  work  is 
converted  into  slides. 

Preview  mode  is  where  the 


fun  starts.  You  can  select  one 
of  14  basic  designs  and  one  of 
18  color  schemes  for  your 
slides.  Normally,  you  will  want 
to  keep  these  consistent 
throughout  a  presentation. 
But  you  can  select  from  22 
layouts  for  each  slide,  choosing 
the  one  most  appropriate  for 
the  content.  For  example,  you 
might  use  a  bulleted  list  for 
your  introduction,  a  set  of 
checkpoints  for  an  agenda, 
and  a  flow  diagram  to  de- 
scribe a  decision-making 
process.  If  you  don't  like  the 
format  you've  chosen,  just 
click  another  one  and  the  slide 
instantly  changes. 
PAYING  A  PRICE.  Of  course, 
you  pay  a  price  for  all  this 
simplicity.  You  can't  do  fancy 
animations,  such  as  making 
text  appear  to  move  into 
place,  as  you  can  with 

PowerPoint.    And  you 
\  can't  choose  from  among 
the  45  different  meth- 
ods PowerPoint  offers 
for  transitions  from  one 
slide  to  the  next. 

What  you  can  do — 
easily — is  make  your  pre- 
sentation available  to  the 
public  over  the  World  Wide 
Web  or  to  colleagues  over 
an  internal  network.  Once 
I  you  have  put  your  show  on 
'  a  server,  viewers  will  need 
the  Netscape  Navigator  2.0 
browser  and  a  free  add-in 
called  Webshow,  available 
from  the  Software  Publishing 
Web  site.  Using  Webshow, 
slides  appeal'  almost  instantly, 
even  if  someone  is  connect- 
ed with  a  14.4  kbps  modem. 
Using  Progressive  Network's 
RealAudio  technology 
(http://www.realaudio.com/), 
you  can  add  narration  syn- 
chronized to  the  slides  on  the 
Web,  a  feature  that  has  long 
been  available  for  when  you 
use  your  computer  to  make  a 
presentation  to  an  audience. 

The  best  software  will  nev- 
er take  the  anxiety  out  of 
presentations.  But  a  program 
that  at  least  takes  some  of 
the  pain  out  of  preparation 
can  make  life  a  lot  simpler 
and  help  you  get  your  point 
acrosss  better. 
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STORAGE 
ENDLESS  DRIVE 

If  you're  someone  who  never 
has  enough  storage  space, 
then  the  Jaz  drive  from 
Iomega  (800  697-7833)  is  for 
you.  The  drive,  $499  for  an 
internal  version  and  $599  for 
an  external  for  either  pes  or 
Macintosh,  stores  a  gigabyte 
on  a  removable  disk.  Disks 
cost  $125  and  pop  in  as  easi- 


ly as  floppies.  The 
Jaz  requires  an  sesi  interface, 
and  Iomega  offers  the  Jaz  Jet. 
The  fast  Adaptec  adapter  card 
runs  $99  for  a  pc  version  and 
$149  for  Power  Mac  7500, 
8500,  and  9500  models.  (Jaz 
can  be  used  with  the  built-in 
Mac  sesi  port,  but  Jet  is 
faster.)  Heavy  demand  has 
created  a  shortage,  so  you 
may  have  to  wait  for  a  Jaz, 
especially  for  external  units. 

SOFTWARE 
STUDENT-LOAN  SAVVY 

College  admission  offers  are 
out,  and  now  it's  time  to  fig- 
ure out  how  to  pay  for  that 
education.  Kaplan  Education- 
al Centers,  the  Washington 
Post  Co.  unit  specializing  in 
test-preparation  courses, 
offers  a  free  guide  to  the 
financial-aid  maze  at 
http://www.kaploan.com.  Fea- 
tures include  descriptions  of 
aid  programs  and  advice  on 
how  and  when  to  apply.  It  also 
provides  a  link  to  free  soft- 
ware for  completing  an  elec- 
tronic version  of  the  Educa- 
tion Dept.'s  Free  Application 
for  Federal  Student  Aid. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 


( former  systems  and  technology  businesses 
of  AT&T,  plus  Bell  Labs,  with  125  years 
experience  in  making  the  things  that  make 
communications  work  ) 
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Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


MESSAGE  TO  THE  GOP: 

NO  GUTS,  NO  GLORY  IN  NOVEMBER 


STAND  UP: 

Blaming 
Democrats 
won't  work. 
Republicans 
have  to  stop 
posturing  and 
start  fixing  the 
tax  and 

Social  Security 
systems 


!J-iul  Craig  Roberts  is  John  M.  Olin 
II  w  of  the  Institute  for  Political 
i  i  ny  and  Distinguished  Fellow  of 
^  Cato  Institute  in  Washington,  D  C. 


By  the  time  the  November  elections  roll 
around,  Republicans  may  have  spent 
two  years  proving  that  they  don't 
make  a  difference.  The  hope  has  dissipated 
that  Republicans  would  put  the  power  of 
Congress  to  good  effect.  Meanwhile,  Presi- 
dent Clinton  does  well  in  polls  despite  White- 
watergate,  Travelgate,  and  the  related  scan- 
dals that  have  forced  resignations  from  the 
top  ranks  of  the  Justice  Dept.,  Treasury 
Dept.,  and  the  White  House's  Office  of  the 
General  Counsel. 

Republicans  still  have  time  to  come  up 
with  an  aggressive  economic  policy  that  would 
inspire  voters,  but  indications  are  that  they 
will  instead  emphasize  their  political  impo- 
tence by  posturing.  Their  game  plan  is  to 
stress  all  the  things  they  would  have  accom- 
plished (a  balanced  budget,  welfare  reform, 
etc.)  if  only  Bill  Clinton  had  let  them. 

This  will  strike  voters  as  a  poor  pitch  for 
the  Presidency.  After  all,  Democratic  Con- 
gresses, especially  when  blessed  with  scandal- 
ridden  Republican  Presidents,  don't  experi- 
ence any  difficulties  with  their  liberal  agendas. 
TOO  TIMID.  The  Republicans'  dilemma  is  that 
they  lack  the  guts  to  make  a  difference.  Their 
party's  personalities  are  cautious  and  non- 
confrontational.  Aggressive  policies  are  not 
to  their  liking,  because  they  evoke  strong  at- 
tacks and  must  be  stoutly  defended — and 
stout  defenses  get  in  the  way  of  deals.  This 
passive  stance  reassures  people  who  are  con- 
tent with  the  status  quo,  but  those  who  are 
fed  up  with  Washington  see  only  a  lack  of 
conviction — perhaps  the  worst  political  cor- 
ruption of  all. 

Republicans  have  always  thought  they 
could  win  elections  by  pointing  their  fingers  at 
Democrats.  In  1974,  they  were  ecstatic  over 
the  Congressional  Budget  Act,  because  they 
believed  the  electorate  would  hold  accountable 
any  Democrats  who  voted  for  deficits.  In  the 
1980s,  Republicans  supported  every  tax  in- 
crease in  the  1980s  so  they  could  demonstrate 
their  good-faith  efforts  to  balance  the  budget 
in  contrast  with  Democrats'  overspending. 

But  posturing — even  over  grand  issues 
such  as  a  tax  limiting  constitutional  amend- 
ment (staged  for  Apr.  15) — doesn't  win  public- 
confidence.  Confidence  is  won  with  an  agenda, 
forcefully  articulated,  that  demonstrates  lead- 
ership now — not  with  promises  of  changes  in 
the  distant  future. 

Republicans  know  what  this  agenda  is,  but 


they  are  afraid  of  it.  It  is  a  simple  tax  sy; 
that  rewards  success  and  permits  capita 
cumulation.  It  is  a  reformed  or  privatizec 
cial  Security  system  that  gives  people  1 
own  nest  eggs  in  place  of  tax-dependen 
tergenerational  transfer  payments. 
STAGNANT  WAGES.  The  competitive  press 
that  the  U.  S.  faces  from  the  rise  of  g 
capitalism  mean  that  the  time  is  ripe  for 
agenda.  But  in  the  GOP,  fear  prevails 
leadership.  Republicans  are  fearful  of 
class-warfare  rhetoric  that  would  be  thi 
at  them,  and  they  are  scared  of  the  Socia 
curity  sacred  cow. 

Democrats  sense  this  and  are  seizing 
opportunity  to  define  the  issues  their 
Record  profits  are  contrasted  with  stag 
wages  and  massive  layoffs.  So  Clinton 
mands  "an  ethic  of  responsibility"  from 
porate  America,  and  House  Minority  Le 
Richard  A.  Gephardt  (D-Mo.)  wants  "a 
manistic  capitalism."  To  get  it,  he  offers 
breaks  to  companies  that  qualify  as  soc 
responsible. 

Republicans  can  scoff  at  the  social  c 
neering,  but  Democrats  are  playing  the  s 
chords  that  won  Pat  Buchanan  20%  of 
Republican  vote.  Unless  Republicans  add 
people's  fears  of  global  competition  wi 
program  of  their  own,  Democrats  will 
trol  the  debate. 

The  Republicans'  difficulty  is  compoui 
by  two  other  factors.  The  media  are  ag; 
them,  and  their  staffs  cannot  be  aggres 
except  at  great  personal  risk.  Democi 
staff  members  can  fight  for  causes,  bee 
they  have  rich  liberal  foundations  and 
versities  as  career  safety  nets.  Republ 
staff  members  have  no  such  support  syst< 
Their  careers  depend  on  doing  small  fa\ 
not  on  making  waves. 

In  the  end,  the  electorate  is  going  to  fc 
the  party  that  can  lead  with  conviction — < 
if  it  is  in  the  wrong  direction.  The  fet 
ness  of  Republican  leadership,  combined 
the  ineptitude  of  Democratic  policies,  is 
source  of  Perot  and  Buchanan  third-p 
stirrings. 

A  vast  majority  of  Americans  undersi 
that  the  fairest  society  is  the  one  that 
vides  the  most  opportunities  for  peopl 
succeed — rather  than  opportunities  to  liv 
failures  off  the  ones  who  do.  If  Republic 
could  find  the  confidence  to  stand  up  for 
cess,  the  future  would  be  theirs. 
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Responsive  Solutions? 

Its  More  Than  Knowing  The  Language. 
Its  Interpreting  The  Market. 


i 


International  banking. Trade  finance.  Worldwide 
banking  transactions.  State-of-the-art  technology. 
At  First  Union  International  Banking  Division,  nothing 
is  foreign  to  us. 

Our  strengths  lie  in  the  fact  that  each  client — 
and  every  detail — receives  our  fullest  attention.  We 
work  hard  to  develop  innovative,  responsive  solutions 
for  our  clients,  utilizing  a  full  array  of  international 
banking  products  and  resources. 


If  you're  searching  for  a  banking  partner  who 
can  act  as  a  financial  interpreter  through  the  world's 
markets,  consider  First  Union. We'd  like  the 
opportunity  to  show  you  why. 


Capital  Markets  Group 


Subsidiary,  representative,  affiliate  or  liaison  offices  in  Atlanta,  Bangkok,  Bombay,  Charlotte,  Ho  Chi  Minh  City,  Hong  Kong, 
Jakarta,  Johannesburg,  Kuala  Lumpur,  Los  Angeles,  Manila,  Miami  and  Washington,  DC.  ©1996  First  Union  Corporation 


Hoechst  is  a  world  leacu 
and  chemicals.  But  how 


is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  chem 


pharmaceuticals 
earth  is  it  pronounced: 


You  probably  come  across  us 
every  day,  perhaps  without  even 
knowing  it. 

Maybe  in  our  medicines  that 
help  doctors  keep  you  healthy  or 
treat  serious  illnesses. 

Or  in  the  food  on  your  table, 
grown  with  the  help  of  our  agri- 
cultural products. 

Or  maybe  in  your  home  or  car 
where  our  fibers,  plastics  and 
paints  make  your  life  easier,  safer 
and  brighter. 

But  with  our  name  some  people 
still  get  a  little  tongue-tied! 

It's  actually  very  easy. 

We're  called  Hoechst,  pro- 
nounced "Herkst". 

You  can  say  that  again! 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 
Hoechst  Celanese  Corp. 

P.O.  Box  2500 

Somerville,  NJ  08876-1258 
Internet: 

http://www.hoechst.com/ 


staff  of  160,000  people  worldwide,  annual  sales  total  $36  billion. 


Hoechst 


Economic  Trends 


BY  GENE  KORETZ 

LESS  DIVERSITY 
AT  B-SCHOOLS? 

Minority  admissions  may  be  at  risk 

If  current  legal  and  political  trends 
persist,  America's  universities  face  an 
uphill  battle  in  fostering  racial  and  eth- 
nic diversity  among  their  students.  In- 
deed, many  colleges  have  started  to  re- 
view admissions  policies  in  light  of  the 
growing  debate  over  affirmative  action. 

One  concerned  group  is  graduate 
business  schools,  which  can  give  a  big 
leg  up  to  minorities  seeking  to  enter 
the  nation's  management  ranks.  A  re- 
cent study  sponsored  by  the  Graduate 
Management  Admission  Council  looks 
at  the  preferential  consideration  given 
by  B-schools  to  minority  applicants. 

By  tracking  a  sample  of  applicants 
from  1989  through  1993,  the  study 
throws  light  on  two  issues:  the  chances 

HOW  AFFIRMATIVE  ACTION 
AFFECTS  B-SCHOOL  APPLICANTS 


100 


CHANCE  OF  BEING  ACCEPTED* 


BLACKS    HISPANICS     ASIAN  WHITES 

▲  PERCENT  'BY  APPLICANT'S  FIRST  OR  SECOND  CHOICE  SCHOOL 
"BW  EST  FOR  WHITES 
DATA  GRADUATE  MANAGEMENT  ADMISSION  COUNCIL 

of  black,  Hispanic,  and  Asian  applicants 
being  accepted  by  their  first-  or  sec- 
ond-choice schools,  compared  with 
whites,  and  how  they  might  fare  if  ap- 
plications were  evaluated  without  ref- 
erence to  racial  background. 

The  researchers  found  that  70%  to 
78%  of  applications  to  first-  or  second- 
choice  schools  by  whites,  blacks  and 
Hispanics  are  accepted.  Although  Asians 
do  as  well  as  whites  on  the  Graduate 
Management  Admissions  Test  and  both 
groups  do  significantly  better  than  His- 
panics and  blacks,  fewer  Asians  are  ac- 
cepted— in  part  because  they  tend  to 
apply  to  better,  more  selective  schools. 

How  much  impact  does  affirmative 
action  have  on  admissions?  Weighing 
such  factors  as  gmat  scores,  undergrad- 
uate grades,  age,  sex,  and  work  experi- 
ence, the  study  finds  that  the  accep- 
tance rate  for  blacks  and  Hispanics 
would  have  dropped  from  70%  and  78%, 


respectively,  to  just  52%  and  60% — if 
applications  had  -been  evaluated  with- 
out considering  minority  status.  By  con- 
trast, Asians  would  have  done  a  bit  bet- 
ter. The  study  doesn't  estimate  the 
impact  on  whites,  but  business  week 
figures  their  acceptance  rate  would  have 
been  a  percentage  point  or  two  higher 
in  the  absence  of  affirmative  action. 

While  the  data  show  that  black  and 
Hispanic  B-school  applicants  are  more 
likely  to  be  accepted  than  whites  or 
Asians  with  similar  qualifications,  it's 
important  to  note  that  these  groups  are 
relatively  small.  Of  84,600  MBAs  award- 
ed in  the  1991-92  school  year,  just  4.7% 
w  ent  to  blacks,  and  2.3%  to  Hispanics. 
Since  preferential  admission  policies  are 
concentrated  among  the  more  selective 
business  schools,  which  also  offer  more 
scholarships,  the  numbers  of  minority 
business  students  could  shrink  appre- 
ciably if  affirmative  action  policies  were 
entirely  ended. 


ONE  TOUGH 
TRADE  REP 

Kantor  helped  boost  U.S.  exports 


Although  skeptics  may  scoff  at  Com- 
merce Secretary  appointee  Mickey 
Kantor  s  achievements  as  U.  S.  Trade 
Representative,  economist  Rosanne  M. 
Calm  of  i  s  First  Boston  points  out  that 
pressure  on  Japan  has  paid  off  for 
American  exporters.  Shipments  to  Japan 
surged  by  20f/<  last  year — even  with  a 
stagnant  Japanese  economy — and  big 
gains  were  racked  up  by  items  that 
U.  S.  negotiators  stressed  in  past  talks: 
motor  vehicles  and  parts,  meat  and  rice, 
semiconductors, 


computers,  and 
medical  equipment 
(chart). 

Kantor's  com- 
plaints about  Li.  S. 
losses  due  to  for- 
eign rivals'  use  of 
bribes  to  obtain 
business  overseas 
(BW— Apr.  15)  ap- 
pear to  have  paid 
off,  too.  The  Orga- 
nization for  Eco- 
nomic Cooperation 
&  Development 
has  just  an- 
nounced that  it 
will  take  steps  to 
limit  business 
write-offs  of  such 
expenses. 


AMERICA'S  SURGING 
EXPORTS  TO  JAPAN 

PERCENT  INCREASE 
1994-1995 

SEMICONDUCTORS. 
OTHER  ELECTRONICS 


MOTOR  VEHICLES,  PARTS 


MEAT.  MEAT  PRODUCTS 


TV,  HI-FI  EQUIPMENT 


GRAINS 


MEDICAL  EQUIPMENT 


OFFICE  &  COMPUTERS 


TOTAL  6000S  EXPORTS 

DATA  CS  FIRST  BOSTON  CORP 


WHAT  SHORTAGE 
REALLY  MEANS 

The  word  often  presages  inflatio 

Next  time  "shortage"  appeal's  in  y 
paper,  pay  attention.  It  may 
you  something  about  future  inflation 
University  of  Chicago  econon 
Owen  Lamont  reports  that  the  1 
quency  of  "shortage"  on  the  front  pa 
of  The  New  York  Tin/en  and  The  M 
Street  Journal  from  1969  to  1994  stro 
ly  foreshadowed  reports  on  consur 
and  producer  price  inflation.  Furtl 
more,  such  usage  provided  informal 
beyond  that  contained  in  commoc 
prices,  money  supply,  interest  rates,  i 
other  commonly  cited  inflation  signa 
Why  do  "shortage"  citations  help  \ 
diet  inflation  readings  in  the  inon 
ahead?  Lamont  notes  that  the  very  c 
cept  of  a  shortage  suggests  an  iml 
ance  between  supply  and  demand  wl 
requires  higher  prices  to  be  resolve 


SHEEPSKINS 
TO  SHOW  OFF 

Men  from  good  colleges  earn  mo 

Does  it  pay  for  college  students  ; 
their  families  to  make  the  huge 
vestment  usually  required  to  attem 
high-quality  school?  A  new  study 
economists  Kermit  Daniel,  Dan  Bit 
and  Jeffrey  Smith  suggests  it  does. 

Following  the  careers  of  several  h 
dred  male  college  grads,  who  were  2£ 
29  in  1987,  the  economists  analyzed  tl 
wages  in  the  late  1980s  in  light  of  h 
good  a  college  they  had  attended.  r, 
study's  college-quality  measure  v 
based  on  spending  per  student,  fat 
ty-student  ratio,  applicant-rejection  n 
and  first-year  students'  sat  scores  s 
high-school  class  standing. 

The  researchers  found  a  strong  c 
relation  between  men's  earnings  and 
quality  of  their  college.  Men  from  < 
leges  in  the  top  quintile  earned  ab 
20%-  more  than  comparable  men  fr 
bottom-quintile  colleges.  And  attend 
public  colleges  of  high  quality  was 
productive  wage- w  ise  as  going  to  a  ] 
vate  institution  of  similar  quality. 

Two  other  findings  of  interest- 
light  of  the  debate  over  affirmative 
tion:  Black  men  gain  more  than  wl 
men  from  a  high-quality  college.  A 
attending  a  college  with  a  racially 
verse  student  body  appears  to  incre: 
the  later  earnings  of  all  graduates. 
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Name: 

Travelers  /  Aetna  Property  Casualty  Corp. 

Date: 

April  2,  19% 


Weight: 

$8.4  billion  combined  net  premiums. 
3rd  largest  insurer  of  businesses. 
6th  overall  insurer  of  homes  and  autos  in  America. 
7900  independent  agents. 


19%  Travelers  /  Aetna  Property  Casually  Corp  .  Hariford.  CT  06183 


Travelers /Aetna  Property  Casualty  Corp. 

A  Member  of  Travelers  Group 


Apparently  we're  not 
56  million  users  cons 


"Leadership  in  the  software  industry  requires  a  strong 
commitment  to  cross-platform  support.  Oracle  will 
continue  to  invest  in  supporting  the  Apple  platform  to 
further  our  position  as  the  world's  leading  supplier  of 
information  management  software'.' 

Larry  Ellison,  Chairman  and  CEO,  Oracle  Corp. 


"Microsoft  has  just  introduced  the  award-winning  Microsoft 
Internet  Explorer  for  the  Macintosh,  and  is  hard  at  work  on 
great  new  versions  of  Microsoft  Office.  Microsoft  FrontPage  ana 
many  other  titles.  We're  also  committed  to  continued  interopei 
ability  between  Windows  NT  Server  and  the  Macintosh.  Since 
1984.  Microsoft  has  been  committed  to  its  Macintosh  customer, 
and  the  Macintosh  platform.  We  look  forward  to  introducing 
a  significant  number  of  new  and  improved  products  as  we 
continue  our  second  decade  on  the  Mac" 

Bill  Gates,  Chairman  and  CEO,  Microsoft  Corp. 


"Macromedia  and  Apple  have  worked  together  for  ten  years 
to  develop  the  market  for  graphics,  multimedia  and  video.  The 
Macintosh  continues  to  excel  as  a  leading  platform  for  creative 
professionals  worldwide.  Macromedia  is  committed  to  the 
Macintosh  and  the  millions  of  customers  that  depend  on  it'.' 

Bud  Colligan,  Chairman,  President  and  CEO, 
Macromedia,  Inc. 


"Corel  is  excited  about  the  business  prospects  we  see  for  sup- 
porting the  Macintosh  platform.  Over  the  next  Jew  months,  we 
will  be  releasing  CorelDRAW  for  the  Mac.  as  well  as  continuing 
to  enhance  OfficeSuite  and  our  many  other  products  for  the 
Mac  We  think  the  Mac  will  play  a  major  role  in  our  future'.' 

Michael  Cowpland,  President  and  CEO,  Corel  Corp. 


"Intuit  views  the  Macintosh  as  a  key  platform  for  our  consumer 
and  small  business  software  products.  As  the  developer  of  top- 
selling  Macintosh  applications  such  as  Quicken.  MaclnTax  and 
QuickBooks,  Intuit  is  fully  committed  to  the  Macintosh" 

Scott  Cook,  Chairman,  Intuit 


^^MMmtosh 


Macintosh  contributed  to  the  first  publishing  revolution.  Tim 
summer,  when  we  introduce  our  Internet  and  multimedia 

design  tool.  Quarklmmedia,  users  can  capitalize  on  the  next 
revolution:  interactive  publishing.  Macintosh  is  one  of  many 
important  tools  for  our  customers  and  Quark  will  continue 
to  develop  software  for  them" 

Tim  Gill,  Chairman  and  Senior  Vice  President  of 
Research  and  Development,  Quark,  Inc. 


"At  Edmark.  the  Macintosh  is  an  important  platform,  thanks  to 
its  wide  use  in  both  the  home  and  education  markets.  We  are 
committed  to  developing  high-quality  educational  software  for 
the  Mac  and  have  a  very  exciting  summer  and  fall  season  of 
new  products.  We  look  forward  to  its  continued  success" 

Sally  Narodick,  CEO,  Edmark 


i,v  r  1  unpttkr.  in,  ill  nyto  restmd  Affle  tbf  np/ilelogi  amtfktcmlosbenrtffStmdlMitrmarki  $  tppU  Computer,  fm  Hat  u  ,1  tradnurko)  Iffilr  Computer,  me  til otber product  nanus  tmngtskrtdtiuJtiMilB  f/r  tfoimtritt  nj  their  reqiecittr  ampmhn  A 


)nly  ones  who  think 
3s  more  than  a  niche. 


he  Macintosh  has  always  been  and  itill  continue  to  be  a  critical 
mponent  of  the  Notes  cross-platform  strategy.  We  will  continue  to 
cp  it  nl  full  parity  with  our  Windows  client  platforms'.' 

iff  Papows,  Executive  Vice  President  and 

lief  Operating  Officer,  Lotus  Development  Corp. 


3r0derbund  Software  remains  strongly  committed  to  the  Macintosh 
iatform.  Over  the  years,  we  have  delivered  many  exciting  and 
narket  leading  products  for  Macintosh,  and  it  is  an  important 
vmpouent  of  our  strategy  today.  Tf)e  Macintosh  provides  a  quality 
experience  that  matches  up  well  with  the  quality  we  always  strive 
'o  deliver  to  our  customers" 

Doug  Carlston,  CEO,  Broderbund  Software,  Inc. 


'America  Onlinegol  its  start  with  Macintosh,  and  we  continue  to 
make  significant  investments  to  serve  the  1  million  Mac  members 
we  now  have.  When  we  release  AOL  30  later  this  year,  it  will  be 
clear  to  all  that  the  Mac  is  back'  at  AOL!" 

Steve  Case,  Chairman  and  CEO,  America  Online,  Inc. 


<or  all  aspects  ofinformatk  >u  publishing,  Adobe  and  our  customers 
refer  the  Macintosh.  The  Mac's  ease  of  setup  and  use  distinguish  it 
mong  personal  computers.  Adobe  /nil  enthusiastically  support  the 
lac  with  mil-  applications  now  and  in  the  future'.' 


>r.  John  E.  Warnock,  Chairman  and  CEO, 
kdobe  Systems  Inc. 


They're  the  people  who  create,  and  sell, 
software  for  a  living.  The  people  who 
know  the  difference  between  the  hype 
of  a  headline  and  the  realities  of  the 
market.  So  what  have  these  and  thou- 
sands of  other  developers  been  doing 
amid  all  the  speculation  and  musings 
of  late?  Same  thing  they've  been  doing 
for  years.  Reading  the  market.  Making 
smart  business  decisions.  And  writing 
new  applications  that  will  sell -applica- 
tions for  a  computer  named  Macintosh: 


http://always.apple.com 


'r  to  MMM  «    JuMtl  I''  l«m  more  (US  ""II  I.  UtM  800  600-7808 or  m  800-7554601 


tworkMCI  Conferencing.  It's  about  making  work  easier  and  more  productive 


with  just  a  phone  and  a  computer.  It's  about  going  to  a  meeting  without  having 


to  travel.  It's  about  turning  your  office  into  the  worlds  largest  conference  room. 


■ 


Hp  networkMCI  Conferencing5"  can  help  anyone,  anytime,  anywhere,  make  better  use  of  their  time.  MCI  Audio  Conferencing  instar 
brings  as  few  as  3  or  as  many  as  1 ,000  people  together  for  the  same  meeting.  2k  hours  a  day.  Our  Video  Conferencing  lets  peof 
%  from  around  the  world  meet  face-to-face  without  ever  leaving  their  offices.  With  our  Document  Conferencing,  employees 
-:  distant  offices  can  edit  and  review  the  same  document  at  the  same  time.  How.  you  may  wonder,  can  one  company  provi 
""all  this?  Call!  -800-475-3555  or  http://www.mci.com  to  find  out. 


networkMCI  tba^Ol 
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JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


4STER  INFLATION? 
ORGET  ABOUT  IT 


U.S.  ECONOMY 


fiTHOUT  CARS,  RETAIL 
SALES  LOOK  SOFT 

REAL  TOTAL  SALES 

■  ■  REAL  NONAUTO   

SALES 


'95  III        IV  '961 
UARTERLY  PERCENT  CHANGE 
I  ANNUAL  RATES 

ATA:  COMMERCE  DEPT.,  BUSINESS  WEEK 


In  the  past  year,  grain  prices 
have  soared  50% — a  perfect 
use  to  jack  up  cereal  prices,  right?  Well,  on  Apr.  15, 
lip  Morris  Cos.'s  Kraft  Foods  Inc.  said  it  was  slash- 
the  cost  of  a  box  of  Post  Raisin  Bran  and  the  rest 
ts  cereals  by  20%.  Now,  are  you  still  worried  that 
ation  is  about  to  heat  up? 

Tie  example  brings  together  all  the  long-term  trends 
competition,  pricing,  and  consumer  behavior  that 
rently  are  working  to  hold  inflation  down.  But  more 
»ortant  for  the  near  term,  the  economy  is  just  not 
wing  fast  enough  to  generate  the  pressures  neces- 
y  to  sustain  a  speedup  in  inflation. 

Make  no  mistake,  economic 
growth  in  1996  is  starting  to 
show  signs  of  accelerating  a 
notch  after  shuffling  along  last 
year  at  just  over  1%.  Howev- 
er, that  pickup  appears  to  be 
in  the  neighborhood  of  2%,  not 
3%.  The  difference  is  bigger 
than  it  looks.  Growth  of  3% 
or  better  would  fuel  inflation 
fears  much  as  it  did  in  1994 
and  force  the  Federal  Reserve 
like  interest  rates,  while  2%  growth  would  not. 
'he  March  data  do  a  lot  more  to  ease  fears  of  over- 
•apid  growth  than  stoke  them  (charts):  Retail  sales 
ely  rose.  Housing  starts  dropped.  Industrial  pro- 
tion  fell,  because  of  the  strike  at  General  Motors 
•p.  But  even  excluding  the  effects  of  the  strike,  fac- 
y  output  barely  advanced.  And  except  for  a  tempo- 
y  jump  in  the  cost  of  energy,  both  wholesale  and  re- 
price increases  remain  benign. 

E  AREA  THAT  LOOKS  A  LITTLE  FIRMER  is  con 

ier  spending.  Although  March  retail  sales  grew  only 
7c,  February  buying  was  revised  to  show  a  jump  of 
7c,  instead  of  the  originally  reported  0.9%.  January 
re  receipts  were  flat.  For  the  quarter,  after  adjusting 
inflation,  retail  sales  are  up  at  an  annual  rate  of 
7c,  the  strongest  quarter  in  more  than  a  year. 
Jut  that  gain  appears  to  exaggerate  the  quarter's 
sngth.  Excluding  car  buying,  sales  for  the  remaining 
ee-fourths  of  retail  goods  rose  at  only  a  1.4%  annu- 
'ate,  the  slowest  pace  in  three  years. 
Vhat's  more,  the  implied  surge  in  car  sales  is  at 
Is  with  data  on  unit  sales  of  autos  and  trucks.  The 
t  data  show  that  vehicle  sales  averaged  a  15.2  million 
mal  rate  in  the  first  quarter — a  strong  showing,  but 


about  the  same  as  the  fourth  quarter's  15.1  million. 
The  Commerce  Dept.  uses  unit  sales  to  score  gross  do- 
mestic product. 

Taking  all  this  into  account,  real  consumer  spending 
on  both  goods  and  services,  as  it  goes  into  the  gdp  tal- 
ly, appears  to  have  risen  about  3%  in  the  first  quarter, 
up  substantially  from  the  fourth  quarter's  1.2%  pace. 
For  now,  the  pickup  suggests  that  consumers  are  still  a 
crucial  force  in  the  expansion.  But  the  recent  runup  in 
long-term  interest  rates,  rising  debt  burdens,  and  con- 
tinued job  worries  will  prevent  a  spending  spree. 

Long-term  rates  may  already  be  putting  a  crimp  in 
housing  starts.  They  fell  3.6%  in  March,  to  an  annual 
rate  of  1.45  million,  with  declines  in  both  the  single-fam- 
ily and  multiunit  sectors.  The  latest  survey  of  builders 
by  the  National  Association  of  Home  Builders  showed 
that  market  conditions  remained  strong  in  April.  But 
that  may  stem  from  buyers  making  a  last  run  before 
mortgage  rates  climb  even  higher. 

STRONGER  CONSUMER  SPENDING  also  implies 

that  businesses  have  been  successful  at  whittling 
down  their  excessive  inventories,  which  have  been  a 
drag  on  new  orders  and  production  in  recent  months. 
Inventories  at  manufacturers,  wholesalers,  and  retail- 
ers increased  just  0.2%  in  the  three  months  that  end- 
ed in  February.  That's  a  good  deal  slower  than  the 
1.2%  increase  in  the  three  months  before  that  and 
the  1.2%  growth  in  business  sales. 

Better  inventory  control  en- 
hances the  outlook  for  indus- 
trial production  in  coming 
months — but  here,  too,  don't 
look  for  a  boom.  Indeed,  the 
industrial  sector  was  anything 
but  robust  in  March.  Produc- 
tion fell  0.5%,  while  factory 
output  dropped  0.8%.  The 
General  Motors  strike  played 
a  part  in  cutting  output.  Ex- 
cluding motor  vehicles,  manu- 
facturing production  rose,  but  only  0.2%. 

The  strike,  along  with  a  continued  solid  level  of  car 
buying,  helped  Detroit  pare  down  its  stockpile  of  unsold 
cars.  Now,  auto  makers  are  boosting  their  second-quar- 
ter production  schedules,  and  that  should  give  overall 
output  a  lift  in  coming  months. 

Even  though  March  was  dismal,  industrial  production 
managed  to  grow  at  a  solid  2.7%  annual  rate  for  the 
first  quarter  compared  with  fourth-quarter  output, 


OUTPUT  IS  IN 
A  SLOWING  TREND 


'94  '95  '96 

APERCENT  CHANGE  FROM  A  YEAR  AGO, 
QUARTERLY  AVERAGES 

DATA;  FEDERAL  RESERVE,  BUSINESS  WEEK 


Business  Outlook 


which  was  depressed  by  the  strike  at  Boeing  Co.  It  is 
likely  to  post  that  kind  of  moderate  growth  this  quar- 
ter as  well. 

But  factory  output  is  up  only  1.1%  from  a  year  ago. 
Excluding  autos,  it  has  risen  2%.  Information  process- 
ing equipment  remains  strong,  but  makers  of  consumer 
goods  have  become  victims  of  soft  retail  buying.  Their 
output  is  barely  up  from  last  year. 

AS  THESE  TRENDS  SUGGEST,  the  pressure  to  drum 
up  market  share  is  not  unique  to  the  cereal  industry. 
Slower  demand  growth  over  the  past  year  has  damp- 
ened production  of  many  goods  and  loosened  up  what 
were  once  intensifying  capacity  constraints.  These  con- 
ditions hardly  describe  an  environment  in  which  price 
pressures  can  build. 

After  hitting  a  cycle  peak  of  85.1%  in  January,  1995, 
the  average  operating  rate  for  all  industry  slipped  to 
only  82.5%  in  March.  The  average  rate  for  the  first 
quarter  was  below  that  for  the  fourth  quarter,  and 
well  below  the  level  associated  with  production  bottle- 
necks and  supply  shortages  that  usually  set  the  climate 
for  price  markups. 

Indeed,  the  March  price  indexes  looked  as  tame  as 
ever.  The  producer  price  index  for  finished  goods 
jumped  0.5%,  but  almost  all  of  that  gain  reflected  a 
2.4%  surge  in  energy  costs,  the  result  of  higher  crude 
prices  and  the  unusually  cold  winter  that  left  gasoline 


SERVICE  INFLATION 
HEADS  SOUTH  AGAIN 


stocks  low  as  refiners  concentrated  on  heating  oil.  ( 
prices  continued  to  rise  in  April,  and  the  overall  pr 
indexes  will  show  the  effects  this  spring. 

Excluding  the  volatile  energy  and  food  sectors,  1 
core  ppi  rose  a  scant  0.1%,  and  there  were  no  pr 
pressures  in  the  pipeline.  The  core  index  for  interr 
diate  goods  fell  for  the  sixth  consecutive  month,  and  ' 
core  index  for  crude  goods  has  declined  in  eight 
the  past  nine  months.  Growth  in  the  consumer  price 
dex  was  mild  as  well.  The  March  cpi  rose  0.4%,  a 
pushed  up  by  energy,  but  the  core  index  was  up  O.c 

One  especially  encouraging 
trend  in  the  cpi  is  falling  ser- 
vice inflation  (chart).  Service 
prices  make  up  57%  of  the  in- 
dex. Annual  service  inflation 
has  fallen  to  3.2%  from  3.6% 
last  summer.  The  trend  sug- 
gests that  even  service  indus- 
tries are  increasingly  compet- 
itive, making  price  hikes 
difficult. 

So  whether  it's  bran  flakes 
or  haircuts,  the  old  "cost-plus-markup"  pricing  behav 
has  fallen  victim  to  new  competitive  forces  and  to  o 
right  consumer  resistance.  And  an  economy  that's  gix 
ing  only  modestly  will  only  assure  that  those  forces 
main  in  place. 
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THINGS  SURE  PICKED  UP  QUICK 


A few  weeks  ago,  Bank  of  Cana- 
da Governor  Gordon  Thiessen 
sounded  glum  about  his  country's 
1996  prospects.  Now,  after  some 
recent  upbeat  data,  he  is  forecast- 
ing growth  of  2%  to  2lA%  in  the 
first  half,  picking  up  to 
3%  or  better  in  the  A  FIRMER 

second  half.  Private 
analysts  generally  are 
more  cautious,  but 
many  are  coming 
around  to  Thiessen's 
way  of  thinking. 

After  a  near  reces- 
sion, Canada  appears 
to  be  rebounding 
sooner  and  stronger 
than  expected.  Job  growth  picked 
up  sharply  last  quarter,  despite 
'h's  strike-related  weakness. 
In  February,  department-store 

and  car  buying  looked 
firmer.  And  housing  starts  surged 
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in  both  February  and  March. 

The  catalyst  for  better  growth 
is  the  Bank  of  Canada's  three  per- 
centage points  of  interest-rate 
cuts  in  the  past  year,  which 
helped  offset  the  drag  from  bud- 
get-slashing. Long- 
term  rates  have  fallen 
as  well.  As  a  result, 
improving  demand  is 
helping  to  clear  out 
excess  inventories, 
which  curbed  manu- 
facturing last  year. 
All  that,  plus  better 
growth  in  the  U.  S., 
brightens  the  produc- 
tion outlook. 
The  real  bonus  in  the  country's 
outlook  is  the  recent  strengthen- 
ing in  the  Canadian  dollar,  despite 
the  steep  interest-rate  cuts  that 
have  pushed  short-term  rates  be- 
low those  in  the  U.  S.  Improving 


growth  leads  a  long  list  of  factors 
buoying  the  currency:  Inflation,  a 
1.3%  in  February,  is  not  expectec 
to  rise  much  above  2%  this  year. 
The  current-account  deficit  is 
shrinking.  And  the  Quebec  sover- 
eignty issue  seems  to  be  on  hold, 
especially  now  that  new  Quebec 
Premier  Lucien  Bouchard  is  giv- 
ing fiscal  and  economic  concerns  i 
higher  priority. 

The  biggest  drag  on  the  outloo 
is  Ottawa's  commitment  to  rein  ii 
its  deficit,  coupled  with  moves  to- 
ward fiscal  restraint  in  the  two 
largest  provinces,  Ontario  and 
Quebec.  The  federal  government 
plans  to  cut  spending  by  6.9% 
during  the  next  two  years,  shrink 
ing  its  deficit  to  2%  of  gross 
domestic  product  by  1998.  If  the 
dollar  strengthens  further,  boc 
officials  have  hinted  that  another 
rate  cut  is  not  out  of  the  questior 
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It's  not  enough  for  a  kitchen  appliance  to  be  well  built. 
It  should  also  be  well  designed. 

My  name  is  Elmar  Zankl,  an  operative  in  the  Domestic 
Appliances  Plant,  Klagenfurt. 

|  Working  with  designers  from  Alessi,  we  developed 
a  new  synthetic  material  to  meet  the  demands  of 
modern  manufacturing. 

:her  with  continuous  improvements  in  our  product  quality  we  can 
guarantee  customers  the  perfect  synthesis  of  design  and  function. 

ances  produced  on  our  Alessi  line  are  already  amongst  the  most 
ng  in  the  world.  Our  design  now  is  to  surpass  them. 
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THE  DOLLAR 


THE  STRONG  DOLLAR 
GIYETH . . . 

What  the  rally  means  to  profits-and  the  economy 


■  n  the  past,  when  Edward  E. 
I  Yardeni,  chief  economist  at  Deutsche 
I  Morgan  Grenfell/C.  J. Lawrence  Inc., 
I  went  to  Europe,  he  endured  endless 
lectures  from  European  financiers  about 
how  the  U.  S.  was  debasing  its  currency 
because  of  chronic  fiscal  and  trade 
deficits.  No  more.  On  Yardeni's  latest 
swing  through  the  Continent,  Europeans 
were  cooing  about  the  greenback.  "I 
haven't  seen  greater  respect  for  the  dol- 
lar among  European  investors  at  any 
time  in  the  recent  past,"  he  marvels. 

The  dollar  may  not  quite  be  king 
again.  But  it's  regaining  much  of  its  lus- 
ter with  foreign  investors,  who  have 
helped  fuel  a  stunning  dollar  rally  dur- 
ing the  past  12 
months.  Just 
one  year  after 
the  greenback 
dipped  to  post- 
World  War  II 
lows  against 
key  foreign  cur- 


rencies, it  has  soared  35%  above  its 
1995  nadir  against  the  yen,  to  over  108, 
the  highest  level  since  1994.  And  it  has 
risen  nearly  9%  against  the  German 
mark. 

The  dollar's  gain  has  not  yet  stalled 
the  U.  S.  export  machine,  which  is  pro- 
jected to  rise  8%  this  year.  But  the 
greenback's  rebound  will  clip  corporate 
profits  in  the  second  quarter,  and  econ- 
omists warn  that  a  further  rise  could 
undermine  export  growth. 

The  problems  are  already  starting 
for  some  companies.  On  Apr.  17,  IBM 
Chief  Financial  Officer  G.  Richard 
Thoman  warned  analysts  that  unfavor- 
able currency  shifts  could  hurt  second- 
quarter  earnings  by  250  a  share,  or 
roughly  8%  of  analysts'  expectations — 
and  investors  wiped  out  8.9%  of  the 
stock's  market  value,  driving  shares 
down  10M,  to  105M. 

Auto  makers  feel  equally  exposed. 
They  worry  that  if  the  dollar 
rises  much  more,  it 


could  short-circuit  their  recent  succes 
exporting  to  Japan,  where  sales  I 
risen  33%  during  the  past  six  mor 
To  compete  at  above  110  yen,  Chrv 
Controller  James  D.  Donlon  III  wi 
that  Detroit  would  have  to  pure! 
many  more  components  in  Japan, 
deed,  Chrysler  Corp.  may  resume  1 
ing  power  trains  from  Japanese  su] 
ers  if  the  dollar  doesn't  level  off. 
would  have  a  bearing  on  where 
source  some  major  power-train  cor 
nents  in  2000,"  Donlon  says. 

In  all,  the  dollar's  runup  will  cut 
ond-quarter  earnings  for  the  500  c 
panics  in  the  Standard  &  Poor's  ir 
by  four  percentage  points,  leaving  | 
with  a  meager  3%  gain  over  the  s 
period  last  year,  says  David  G.  S 
man,  chief  strategist  for  Salomon  Br 
ers  Inc.  "When  the  dollar  was  in 
cline,  it  provided  a  tailwind  to  corpo 
earnings,"  says  Shulman,  who  is  n 
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rish  on  earnings  than  most  forecast- 
"Now  it's  creating  a  headwind." 
Iven  more  worrisome  is  the  long- 
n  impact  a  stronger  dollar  will  have 
J.  S.  global  competitiveness.  Japan- 
and  German  rivals  that  slashed  costs 
n  the  dollar  was  in  free  fall  can  now 
)  even  higher  profits  with  the  green- 
i  stronger.  "Every  1-pfennig  rise  in 
dollar  adds  $20  million  to  our  prof- 
boasts  Mercedes-Benz  ceo  Helmut 
•ner.  Last  year,  Mercedes'  sister 
jspace  company  began  slashing  its 
kforce  and  shifting  production 
>ad  in  hopes  of  lowering  its  dollar- 
;d  breakeven  point  to  1.35  marks — a 
( it  says  it  will  achieve  by  1997. 
PER"  PROFITS.  Similar  cost-cutting 
lapanese  auto  makers  such  as  Toyota 
or  Corp.  has  enabled  them  to  earn 
Its  on  exports  with  the  dollar  as 
as  90  yen — giving  them  huge  profit 
gins  at  the  current  exchange  rate. 
>anese  manufacturers  have  lowered 
r  breakeven  point  so  much  [that] 
e  of  them  are  going  to  be  super- 
fitable,"  says  Mazda  Motor  Corp. 
sident  Yoshihiro  Wada.  Indeed,  a 
d  Motor  Co.  executive  says  the 
ker  yen  is  enabling  Toyota  and  Hon- 
to  offer  leases  as  low  as  $149  a 
ith  on  the  Toyota  Camry  and  Honda 
ord.  That's  forcing  Ford  to  boost  its 
ntives  on  the  Taurus, 
lehind  the  dollar's  revival  is  the  U.  S. 
lomy's  steady  growth  while  Ger- 
ry and  Japan  struggle  to  sustain 
»bly  recoveries.  As  a  result,  infla- 
-adjusted  U.  S.  interest  rates  are 
ve  those  in  many  European  and 
m  countries,  luring  foreign  investors 


EVEN  AS  THE  DOLLAR  GAINS 

1.50 


back  into  dollar-denominated  assets. 

What's  more,  central  bankers  in  Ger- 
many and  Japan  are  promoting  a 
stronger  dollar  to  spur  exports.  "The 
Bundesbank  is  clearly  talking  down  its 
currency,"  says  Paul  A.  McCulley,  chief 
economist  at  ubs  Securities.  For  their 
part,  Japanese  central  bankers  spent  a 
record  $17  billion  on  dollar  purchases 
in  February  to  drive  down  the  yen,  and 
Finance  Ministry  officials  are  said  to 
have  quietly  threatened  to  audit  the 
taxes  of  any  Japan- 
ese multinational 
caught  selling  dol- 
lars— though  officials 
deny  the  charge. 

Japan's  overt 
weak-yen  policy  like- 
ly means  further 
gains  for  the  dollar. 
Andrew  N.  R.  Flem- 
ing, chief  investment 
officer  for  London- 
based  Nations  Gart-   

more  Investment 
Management,  predicts  the  dollar  will 
surge  to  120  yen — the  highest  since 
1993 — as  the  Japanese  economy  revives. 
"The  yen  is  still  significantly  over- 
valued," says  Fleming.  He  figures  the 
dollar  will  climb  to  1.6  marks. 

The  dollar's  upward  march  is  starting 
to  worry  Clinton  Administration  trade 
officials,  who  fear  a  muscular  greenback 
will  eventually  crimp  exports.  But  the 
Administration  is  reluctant  to  try  hold- 
ing back  the  currency's  climb.  After  all, 
Treasury  Secretary  Robert  E.  Rubin 
spent  all  of  1995  insisting  that  the  White 
House  favored  a  strong  dollar  and  was 
not  trying  to  debase  the  cur- 
rency to  narrow  the 


The  White  House  is 

worried  about 
exports,  but  it  can't 
risk  a  currency  crisis 
before  the  election 


U.  S.  trade  deficit.  At  last,  the  markets 
seem  to  believe  him. 

Besides,  with  foreign  investors  gob- 
bling up  the  equivalent  of  72%  of  all  new 
Treasury  securities  last  year,  the  Clin- 
tonites  aren't  eager  to  provoke  a  cur- 
rency crisis.  With  interest  rates  already 
up  sharply  on  inflation  fears,  the  Clin- 
tonites  would  like  to  prevent  any  fur- 
ther sell-off  in  the  bond  market  that 
could  send  interest  rates  soaring  just 
before  the  elections.  "I  think  they're  get- 
ting nervous  already," 
says  David  D.  Hale, 
an  economist  with 
Zurich  Kemper  In- 
vestments Inc.  "But 
the  Administration 
needs  Tokyo  to  keep 
buying  Treasuries." 

Not  every  compa- 
ny is  hurting.  Many 
capital-goods  makers 
are  currently  benefit- 
ing from  the  dollar's 
rise  because  big-tick- 
et items  such  as  Boeing  Co.'s  aircraft 
and  General  Electric  Co.'s  jet  engines 
are  bought  and  sold  in  dollars  world- 
wide. And  some  companies  that  lock  in 
dollar  prices  on  their  goods  are  actually 
enjoying  a  pickup  in  profits.  Others  man- 
age to  hedge  their  exposure  to  currency 
fluctuations.  Still,  capital-goods  makers 
will  eventually  be  vulnerable  as  well. 

Such  are  the  mixed  blessings  of  a  re- 
vitalized dollar.  A  rising  currency  may 
be  a  sign  of  respect  for  U.  S.  economic 
performance.  But  for  companies  that 
have  become  first-class  exporters  thanks 
to  a  cheap  dollar,  that  admiration  could 
carry  a  steep  price. 

By  Dean  Foust  in  Washington, 
with  William  Glasgall  in  New  York, 
John    Templeman   in   Bonn,  Bill 
Vlasic  in  Detroit,  and  bureau 
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CORPORATE  PROFITS  

GOOD  NEWS, 

IF  YOU  LOOK  HARD  ENOUGH 

The  quarter's  earnings  are  modest  but  better  than  expected 

Slow  but  steady.  That's  how  corporate  profits  are  shap- 
ing up-if  you  take  a  look  behind  the  raw  numbers  in 
business  week's  flash  report  of  first-quarter  results  at 
83  companies.  Earnings  were  flat  on  an  8%  increase  in 
sales.  Profits,  however,  are 
being  dragged  down  by 
some  big  declines-notably 
at  Ford  Motor  Co.  and 
Chase  Manhattan  Corp. 
There  were  some  upside 
surprises,  Chrysler  Corp. 
and  Philip  Morris  Cos. 
among  them.  Earnings  for 
the  quarter  overall,  meanwhile 
are  beating  Wall  Street's 
expectations  by  4%.  Worries 
for  the  second  quarter: 
rising  rates  and  a  surging 
dollar. 

— Frederick  F.  Jespersen 


CURRENT  QTR.  SALES 
(MILLIONS) 


INDUSTRIALS 

141,824.2 

ABBOTT  LABORATORIES 

ALCOA 

ALUMAX 

BOISE  CASCADE 

CATERPILLAR 

2,672.2 
3,149.6 
802.6 
1,227.6 
3,844.0 

CHAMPION  INTERNATIONAL 

CHRYSLER 

COCA-COLA 

COCA-COLA  ENTERPRISES 
COLGATE-PALMOLIVE 

1,533.2 
15,000.0 
4,194.0 
1,600.0 
2,053.7 

CONAGRA 
CORNING 

CPC  INTERNATIONAL 
CUMMINS  ENGINE 
EASTMAN  KODAK 

5,771.8 
1,361.4 
2,409.5 
1,316.0 
3,388.0 

FMC 

FORD  MOTOR 
GEORGIA-PACIFIC 
GOODRICH  (B.F.) 
INLAND  STEEL  INDUSTRIES 

1,144.3 
36,261.0 
3,049.0 
604.5 
1,180.9 

INTERNATIONAL  PAPER 
JOHNSON  &  JOHNSON 
LILLY  (ELI) 
LTV 

MATTEL 

4,800.0 
5,334.0 
1,783.3 
993.1 
585.9 

MERCK 

OWENS  CORNING 
PFIZER 

PHELPS  DODGE 
PHILIP  MORRIS 

4,530.4 
849.0 
2,682.0 
1,004.7 
13,734.0 

REYNOLDS  METALS 
ROCKWELL  INTERNATIONAL! 
RUBBERMAID 
TRW 

WEYERHAEUSER 

1,675.0 
3,422.0 
533.3 
2,670.0 
2,605.3 

WHIRLPOOL 

2,059.0 

SERVICES 

46,540.7 

ALLSTATE 
AMR 

BANC  ONE 
BANKERS  TRUST 
CALIBER  SYSTEM 

5,903.0 
4,308.0 
NA 
NA 
582.1 

CHASE  MANHATTAN 

1*1 1 1'vUKr 

1  DOW  JONES 
ENRON 

NA 

MA 

584.8 
3,100.0 
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APPLE:  TICK,  TOCK. 
TICK,  TOOK 

Can  Amelio's  master  plan 
stop  the  cash  drain  in  time? 

■  ■■hen  the  bad  news  came,  it  was 
^WMeven  worse  than  anticipated.  On 
■  W  Apr.  17,  Apple  Computer  Inc. 
"nnounced  a  loss  close  to  what  had 
been  forecast:  A  $740  million  deficit  for 
the  quarter  that  ended  Mar.  29.  But  it 


was  the  rest  of  the  announcement  that 
really  stung:  Quarterly  revenues 
plunged  by  18%,  to  $2.2  billion,  as  Ap- 
ple's U.  S.  Macintosh  computer  sales 
hit  the  skids.  Gilbert  F.  Amelio  said 
he  would  ax  a  further  1,500  employ- 
ees, raising  total  layoffs  under  way  to 
2,800.  Worst  of  all,  the  company's  cash 
on  hand  plunged  from  $1.1  billion  at 
yearend  to  just  $592  million  at  quar- 
ter's end. 

Deteriorating  finances  raise  doubts 
as  to  whether  Amelio  can  accomplish  a 
turnaround.  Full  details  will  be  un- 
veiled in  May,  but  Amelio  says  that  he 
hopes  to  focus  the  company  on  catering 
to  Internet  users.  Other  insiders  say  he 


will  try  to  turn  the  Mac  into  the  B 
of  computers,  beefing  up  features  i 
technology  aimed  at  publishers,  gra 
ic  artists,  and  other  loyal  Mac  buy* 
Meanwhile,  he's  hoping  to  cede  sc 
low-margin  and  emerging  overs 
markets  to  partners,  who  will  lice 
Apple  Mac's  operating  system. 
SURVIVAL  question.  But  time  is  r 
ning  short.  Amelio  says  Apple  will 
profitable  within  a  year.  With  gr 
margins  at  just  9%,  down  from  2 
in  last  year's  March  quarter,  i 
with  cash  reserves  plummeting, 
question  is  whether  Apple  will  h; 
enough  money  to  fund  Amelio's  pi 
"They  got  killed,"  says  Dean  Wit 
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0.55 

-0.01 

-10 

0.26 

0.31 

+0.05 

if  A 

U.ol 

ft  no 

+U.U  1 

-27 

1.08 

1.21 

+0.13 

+5 

0.86 

0.80 

-0.06 

+5 

1.73 

1.45 

-0.28 

-58 

0.33 

0.53 

+0.20 

la 

1  Aft 

U.  JD 

ft  ftR 
— U.oD 

+13 

0.43 

0.37 

-0.08 

-61 

0.44 

0.31 

-0.13 

-60 

0.91 

0.46* 

-0.45 

+21 

1.17 

1.19 

+0.02 

+•§ 

ft  7*3 

U.  /  1 

ft  ft9 

-74 

0.22 

0.12 

-0.10 

+11 

0.14 

0.11 

-0.03 

+14 

0.70 

0.70 

— 

+18 

0.72 

0.73 

+0.01 

+A«t 

ft  7Q 

ft  hi 

U.ol 

,  ft  AO 

-17 

2.09 

2.26 

+0.17 

+15 

1.87 

1.89 

+0.02 

-79 

1.01 

0.48* 

-0.53 

+18 

0.96 

0.96 

4mA 

ft  "3  1 
U.J  1 

ft  97 

U.4L  / 

ft  ftA 

+2 

1.77 

1.73 

-0.04 

-31 

1.03 

0.72 

-0.31 

-49 

0.55 

0.50 

-0.05 

+9 

0.94 

1.04 

+0.10 

-22 

1.00 

0.94 

-0.06 

+324 

0.90 

1.84 

+0.94 

+  1^ 

ft  Qc 

ft  77 
u.  /  / 

ft  ftQ 

NM 

1.43 

1.51 

+0.08 

-55 

0.33 

0.24 

-0.09 

NM 

1.60 

1.98* 

+0.38 

+10 

1.71 

1.75 

+0.04 

-19 

0.50 

0.39 

-0.11 

+9 

0.82 

0.86 

+0.04 

CURRENT  0TR.  SALES 

QTR.  PROFITS 

EST.  EPS 

REPORTED 

(MILLIONS) 

%  CHG. 

(MILLIONS) 

%  CHG. 

(2/15) 

EPS 

OIFF. 

FANNIE  MAE 

6,064.8 

+15 

674.9 

+19 

0.59 

0.61 

+0.02 

FEDERAL  EXPRESS 

2,535.5 

+9 

27.2 

-57 

0.62 

0.47 

-0.15 

FIRST  CHICAGO  NBD 

NA 

NA 

340.0 

+1 

1.00 

1.04 

+0.04 

MARRIOTT  INTERNATIONAL 

2,163.0 

+7 

63.0 

+21 

0.46 

0.47 

+0.01 

McGRAW-HILL 

583.9 

+3 

16.2 

+16 

0.16 

0.16 

— 

MERRILL  LYNCH 

6,019.0 

+  16 

409.0 

+79 

1.48 

2.03 

+0.55 

MORGAN  (J.  P.) 

NA 

NA 

439,0 

+72 

1.70 

2.13 

+0.43 

NATIONSBANK 

NA 

NA 

513.0 

+16 

1.87 

1.67 

-0.20 

NEW  YORK  TIMES 

622.5 

+9 

32.7 

+20 

0.32 

0.33 

+0.01 

OFFICE  DEPOT 

1,633.0 

+21 

33.5 

+3 

0.24 

0.21 

-0.03 

PAINEWEBBER  GROUP 

1,430.0 

+  16 

100.5 

+193 

0.60 

0.92 

+0.32 

SAFEWAY 

3,882.7 

+7 

96.4 

+55 

0.32 

0.40 

+0.08 

SCHWAB  (CHARLES) 

545.8 

+45 

46.9 

+22 

0.26 

0.26 

TIME  WARNER 

2,068.0 

+  14 

-93.0 

NM 

-0.24 

-0.32 

-0.08 

TRAVELERS  GROUP 

4,514.6 

+5 

520.2 

+53 

1.26 

1.55 

+0.29 

WELLS  FARGO 

NA 

MA 

O.O  / 

J  -  J  V 

+0.02 

TECHNOLOGY 

40,286.6 

+12 

2,785.8 

-16 

0.98 

0.94 

-0.04 

ADVANCED  MICRO  DEVICES 

566.5 

+12 

25.3 

-70 

0.34 

0.18 

-0.16 

AUTOMATIC  DATA  PROCESSING 

1,031.9 

+29 

143.9 

+15 

0.50 

0.49 

-0.01 

BAY  NETWORKS 

521.7 

+48 

29.2 

-25 

0.39 

0.15 

-0.24 

GENENTECH 

242.9 

+2 

38.2 

-12 

0.34 

0.31 

-0.03 

HONEYWELL 

1,619.5 

+  10 

65.1 

+19 

0.50 

0.51 

+0.01 

IBM 

16,559.0 

+5 

774.0 

-40 

2.43 

2.48* 

+0.05 

INTEL 

4,644.0 

+31 

894.0 

+1 

0.98 

1.02 

+0.04 

MOTOROLA 

6,955.0 

+  16 

384.0 

+3 

0.61 

0.63 

+0.02 

POLAROID 

461.1 

+  13 

-60.7 

NM 

0.08 

-1.33 

-1.41 

RAYTHEON 

2,769.0 

+  16 

186.5 

+7 

0.79 

0.78 

-0.01 

SUN  MICROSYSTEMStt 

1,840.0 

+22 

143.3 

+33 

0.70 

0.73 

+0.03 

TEXAS  INSTRUMENTS 

3,076.0 

,7 

mmij 

ft  9.A 

ft  it) 

UTILITIES  &  TELECOM 

33,558.0 

+8 

3,889.0 

+11 

0.77 

0.83 

+0.06 

AMERITECH 

3,567.4 

+13 

478.3 

-17 

0.83 

0.86 

+0.03 

AT&T 

12,956.0 

+5 

1,443.0 

+14 

0.87 

0.90 

+0.03 

COLUMBIA  GAS  SYSTEM 

1,203.0 

+  17 

151.3 

+17 

2.20 

2.99 

+0.79 

GTE 

4,951.0 

+6 

616.0 

+13 

0.62 

0.63 

+0.01 

KANSAS  CITY  POWER  &  LIGHT 

206.6 

+4 

24.5 

+7 

NA 

0.38 

NA 

PUBLIC  SERVICE  ENT. 

1,865.8 

+11 

194.1 

-g 

0.90 

0.79 

-0.11 

SBC  COMMUNICATIONS 

3,196.7 

+  10 

464.0 

+17 

0.73 

0.76 

+0.03 

SPRINT 

3,371.9 

+  10 

312.2 

+39 

0.77 

0.78 

+0.01 

UNICOM 

1,684.0 

+7 

160.8 

+52 

0.46 

0.64 

+0.18 

WESTERN  RESOURCES 

555.6 

+25 

44.8 

+8 

0.60 

0.66 

+0.06 

t  Second-quarter  results    t+  Third-quarte 

results 

NM  =  not  meaningful 

NA  =  not  available 

*EPS  adjusted  for  special  items 

DATA:  STANDARD  &  POOR'S  COMPUSTAT.  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES  EARNINGS  ESTIMATE  DATA  PROVIDED  BY  l/B/E/S  INC.. 
NEW  YORK,  NY,  l/B/E/S  IS  A  REGISTERED  TRADEMARK  OF  l/B/E/S  INC. 


nolds  analyst  Eugene  Glazer. 
rouble  was  brewing  with  Amelio's 
i  even  before  the  latest  financial 
v.  Apple's  crucial  next-generation 
i  software,  dubbed 
land,  is  behind 
idule.  And  delivery 
d  be  slowed  even 
e  if  turmoil  devel- 
in  the  wake  of  the 
.  15  resignation  of 
id  C.  Nagel,  head  of 
;arch  and  develop- 
it,  who  is  leaving  to 
!  the  top  job  at  at&t 
s.  For  now,  Amelio 
aking  over  as  r&d 


head.  Amelio  now  says  Copland  will 
be  delayed  into  1997  so  it  can  be  adapt- 
ed to  the  Internet. 

The  licensing  plan  is  not  going  any 
better.  With  sales 
plunging,  many  would- 
be  licensees  give  Mac 
cloning  a  thumbs-down. 
Dell  Computer  ceo 
Michael  S.  Dell  says  he 
continues  to  nix  the 
idea.  Acer  America 
President  Ronald 
Chwang  is  more  polite: 
"We  probably  will  listen 
to  their  pitch  . . .  but  I 
don't  know  how  viable 


[a  Mac  clone]  is  today."  IBM  is  expected 
soon  to  announce  a  licensing  deal.  But 
Big  Blue  only  plans  to  resell  the  soft- 
ware to  other  would-be  doners. 

Still,  Microsoft  Chairman  William  H. 
Gates  III  argues  that  it's  too  early  yet 
to  judge  Amelio's  progress.  "I  think 
Gil's  very  impressive,"  says  Gates,  who 
met  recently  with  Amelio  in  Redmond, 
Wash.  "He  deserves  a  honeymoon  ...  a 
period  of  time  where  he's  allowed  to 
assess  things  and  come  up  with  a  strat- 
egy." Maybe.  But  the  honeymoon  has 
probably  just  ended. 

By  Peter  Bin-rows  in  Cupertino, 
Calif.,  with  Kathy  Rebello  and  bureau 
reports 
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COMMODITIES 


BIG  OIL  HITS  A  GUSHER- 
AT  THE  PUMP 

With  gas  prices  rising,  the  majors  are  snapping  up  stations 


the  total 


■  t  used  to  be  that  selling  gasoline 
I  down  at  the  local  service  station  was 
I  about  as  lucrative  for  oil  companies  as 
drilling  dry  holes.  No  more.  These  days, 
retail  gasoline  sales  are  generating  high- 
octane  profits  for  the  oil  industry. 

The  main  reason:  the  demise  of 
small,  independent  operators  whose  ag- 
gressive discounting  kept  oil  compa- 
nies' profits  low.  Squeezed  by  competi- 
tion and  the  soaring  costs  of 
environmental  regulations 
number  of  U.  S.  service  sta- 
tions has  continued  to 
shrink,  falling  13.7%  since 
1972,  to  about  195,000  last 
year.  Meanwhile,  average 
gross  profits  per  gallon  at  the  pump 
have  climbed  28%  since  1991  (chart). 
And  many  of  the  remaining  indepen- 
dently owned  service  stations  are 
"branding  up" — selling  well-known 
brands  for  higher  prices  and  profits 
MARKETING  MOVES.  Oil  compa- 
nies increasingly  see  control 
of  the  pump  as  a  way 
to  rev  up  sput- 

tering 
refining  prof- 
its. And  some  lately 
have  been  spending  a  pretty 
penny  to  expand  their  retail  holdings. 
In  February,  Tosco  Corp.  paid  a  hefty 
$900  million  for  Circle  K  Corp.  and  its 
2,500  convenience  stores,  1,900  of  which 
sell  gasoline.  Earlier,  the  Stamford 
(Conn.)  refiner  plunked  down  $235  million 
for  the  right  to  use  the  bp  brand  on  its 
gas  sold  to  500  Northeast  gas  stations 
and  for  a  shuttered  British  Petroleum 
Co.  refinery.  And  last  November,  Dia- 
mond Shamrock  Inc.'s  $260  million  bid 
for  Houston-based  National  Convenience 
Stores  Inc.  trumped  a  rival's  offer  to 
snare  600  Stop  N  Go  convenience  stores 
with  gas  pumps  in  the  Southwest. 

Better  marketing  by  Big  Oil  is  also 
helping  the  runup  in  profits.  The  majors 
are  corralling  independent  dealers  with 


long-term,  5-  to  10-year  supply  contracts 
in  exchange  for  cash  for  modernization  or 
upgrades.  In  1987,  44%  of  the  dealer 
members  of  the  Society  of  Independent 
Gasoline  Marketers  of  America  sold  no- 
name  gas  exclusively.  That  fell  to  23%  at 
the  start  of  last  year.  Thomas  L.  Robin- 
son, president  of  Robinson  Oil  Co.,  which 
operates  29  Rotten  Robbie  gas  stations 
in  and  around  San  Francisco,  says  the 
contracts  reduce  the  volume  of  gas  avail- 
able to  "spot"  markets,  which  is  where 


HIGH-OCTANE 
PROFITS 


▲  CENTS 


DATA:  DEPT.  OF  ENERGY 


discounters  generally  buy  gasoline 
their  cut-price  operations.  "What  w< 
seeing  is  the  majors  competing  throi 
these  upgrade  dollars,"  says  Robins 
Offered  money  to  finance  new  paint  i 
pumps,  many  independents  that  survi 
the  industry  consolidation  have  sigi 
on  with  well-known  brands. 

Big  Oil  also  is  using  nongasoline 
liances  to  boost  profits.  Companies  s 
as  Amoco,  Exxon,  and  Texaco  are  c< 
bining  operations  with  fast-food  out 
and  dry  cleaners.  This  year,  Amoco  C< 
will  share  the  property  and  maintena 
costs  of  50  new  gas  stations  with  '. 
Donald's  Corp.,  up  from  13  last  year. ' 
idea:  Boost  sales  and  profits  by  encc 
aging  more  frequent  stops.  Such  alliar 
also  deliver  on  the  bottom  line  by  cutl 
startup  and  operating  costs.  "Land  pr 
have  gone  up  tremendously  in  the  { 
several  years,"  says  Kathy  Lath; 
Amoco's  partner-development  manai 
Tandem  sites  "allow  us  to  get  bet 
properties  at  much  more  afforda 
prices." 

guzzling.  So  is  the  recent  runup 
gasoline  prices  evidence  of  price-go 
Most  analysts  think  not.  Until  a 
years  ago,  Big  Oil  subsidized  the  ul 
thin  margins  of  gasoline  marketing  v 
refining  profits.  And  market  for 
analysts  say,  will  prevent  pre 
from  skyrocketing.  In  fact,  pre 
have  been  squeezed  in  rec 
weeks  as  crude-oil  prices  h; 
spiked  up  faster  than  the  con: 
nies  can  raise  pump  pri< 
Longer  term,  analysts  such 
Salomon  Brothers  Inc.'s  F 
Ting  believe  rising  outlays 
new  high-tech  stations  i 
promotional  campaigns  r 
cut  deeply  into  profits. 
Still,  there  are  ha 
driving  reasons  why  n 
gins  should  stay  high 
some  time:  Travel  is 
highway  speed  limits 
higher,  and  more  g 
guzzling  vehicles  are 
the  road.  The  best  s 
of  all:  Gasoline  demanc 
expected  to  rise  2.2%  t 
year  and  next — leading 
Energy  Dept.  to  project  record  use 
8  million  barrels  per  day  this  3unui 
That  should  turbocharge  profits  in  gi 
line  alley. 

By  Gary  McWilliams  in  Hous 


Alliances  with  operations  such  as  fast-food  outlets 
and  dry  cleaners  are  boosting  bottom  lines 


JSINESS  WEEK  /  APRIL  29,  1996 


(CRAFT 


DMBAT-READY 

r  McDonnell 

litaryAce  Mike  Sears 

ist  fix  its  commercial-jet  biz 

lor  the  past  five  years,  Michael  M. 
Sears  has  been  a  top  gun  at  Mc- 
Donnell Douglas  Corp.'s  military 
.,  overseeing  some  of  the  company's 
I  successful  programs.  As  vice-pres- 
it  and  general  manager  of  the  F/A-18 
•net  strike  fighter  program  and  the 
>er  Hornet  successor  program,  he 
led  a  reputation  as  a  spit-and-shine 
laround  guy,  an  image  that  reaches 
n  McDonnell's  St.  Louis  headquar- 
>  into  the  Pentagon.  "Because  of 
e's  leadership,  the  F/A-18  program  is 
ad  of  cost,  schedule,  and  [flight]  per- 
nance,"  says  U.  S.  Navy  Captain  Joe 
;r,  program  manager  for  the  Hornet. 
Jow,  Sears  is  marching  into  McDon- 
's  biggest  battle — the  one  being 
£ht  by  Douglas  Aircraft  Co.,  Mc- 
mell's  troubled  commercial-jet  busi- 
s.  During  the  past  five  years,  Dou- 
;  has  seen  its  market  share  plunge 
n  22%  to  9.8%,  fueling  industry  spec- 
ion  that  it  may  have 

shut  down  under 
ssure  from  Boeing 

and  Airbus  Indus- 
.  Hoping  to  breathe 
/  life  into  the  ailing 
I  billion  division,  Mc- 
mell  ceo  Harry  C. 
necipher  on  Apr.  8 
ped  the  48-year-old 
rs  to  replace  63-year- 

Douglas  President 
)ert  H.  Hood  Jr. 
5ears  takes  off  on  a 


STILL  FLYING— 
BUT  WHAT  NEXT? 


FIRM  ORDERS  FOR 
MCDONNELL  DOUGLAS 
COMMERCIAL 
AIRCRAFT 


'89  '90  '91  '92 
▲  NUMBER  OF  PLANES 


DATA  COMPANY  REPORTS 


HEAVY  DUTY:  Sears  faces 
low  morale  and  high  costs 

slick  runway  of  low  employee 
morale,  bloated  costs,  and  an 
aging  product  line.  He  ac- 
knowledges that  Douglas 
needs  to  offer  new  aircraft 
models  but  says  reining  in  ex- 
penses will  be  his  first  priority. 
"Our  costs  and  price  are  not 
what  they  need  to  be,"  says 
Sears,  an  electrical  engineer- 
ing graduate  of  Purdue  Uni- 
versity. The  company's  manu- 
facturing costs  are  5%  higher 
than  industry  leader  Boeing's. 

Shortly  after  Stonecipher 
took  the  helm  in  1994,  Sears 
won  his  attention  with  inno- 
vations such  as  forming  cross-discipline 
production  teams,  establishing  closer 
ties  to  suppliers,  and  beefing  up  con- 
trols. "My  mandate  from  Harry  is  to 
take  some  of  these  things  and  make 
them  work  at  Douglas,"  Sears  says. 

A  fierce  cost-cutter,  Sears  is  known  to 
search  ruthlessly  for  savings.  Wallace 
C.  Solberg,  a  vice-president  at  Northrop 
Grumman  Corp.'s  military-systems  di- 
vision, which  supplies  the  F-18  fuselage, 
says  he  recalls  Sears  pushing  Northrop 
to  improve  its  systems  in  1993  after 
learning  that  Northrop  was  measuring 
"scheduled  accomplishments  vs.  costs 
incurred"  only  monthly.  "The  upgrade 
would  have  taken  us  about  two  years, 
but  because  Mike  really  wanted  to  get 
it  done  fast,  it  took  about  eight  months," 
Solberg  says. 

"THIN  REED."  Some  analysts  believe  Dou- 
glas' turnaround  rests  on  its  ability  to 
convince  customers  that  it  is  a  long- 
term  player.  The  company  found  a  par- 
tial lifeline  last  fall  when  ValuJet  Airlines 
Inc.  ordered  50  MD-95s,  the  company's 
proposed  $22  million  narrow-body  twin- 
engine  jet,  with  options  for  50  more. 

Still,  the  company  has  had  trouble 
selling  its  flagship  MD-11.  Last  year, 
Douglas  delivered  18  of  the  $100  million 
planes  but  sold  only  6  more — half  its 
production  rate — because  of  cancella- 
tions. This  year,  the  company  has  sold  a 
pair  of  MD-lls  and  signed  long-term 
leases  for  two  others. 
"Without  market  share, 
Douglas  won't  get 
enough  orders  to  justify 
moving  into  other  prod- 
ucts," says  Paul  H.  Nis- 
bet,  an  industry  analyst 
with  jsa  Research  Inc. 
"The  company  is  hang- 
ing on  a  thin  reed." 
Now,  it's  up  to  Sears  to 
strengthen  it. 

By  Ron  Stodghill  II 
in  Chicago 


'93    '94  '95 


INVESTIGATIONS 

DEAD  ON 
ARRIVAL 

Did  mechanical  trouble  lead 
to  a  China  Airlines  tragedy? 

The  Federal  Aviation  Administration 
is  investigating  China  Airlines  fol- 
lowing an  incident  Feb.  22  aboard  a 
McDonnell  Douglas  MD-11  in  which  a 
U.  S.  citizen  died  during  a  flight  from 
Taipei  to  San  Francisco. 

Chung  Thi  Allen,  58,  of  Fresno,  Calif., 
succumbed  to  a  heart  attack  about  three 
hours  into  the  10-hour  flight.  One  big 
question:  Did  mechanical  problems  con- 
tribute to  her  death?  The  coroner's  re- 
port says  Allen  ftr-st  had  difficulty  breath- 
ing about  two  hours  into  the  flight,  which 
was  after  the  MD-11  suddenly  plunged 
thousands  of  feet  in  a  matter  of  seconds. 
Within  an  hour,  she  was  dead.  The  pilot 
continued  on,  even  though  Allen  died 
seven  hour's  before  the  plane  was  to  land 
in  San  Francisco.  China  Airlines  con- 
firms the  death  occurred  but  says  it  was 
halfway  through  the  flight. 

According  to  safety  experts  who  re- 
viewed flight  data,  the  MD-11  had  trou- 
ble shortly  after  it  took  off  from  Taipei. 
At  about  3,000  feet,  it  rolled  to  the  left, 
bringing  the  nose  up  sharply  and  send- 
ing the  plane  up  to  about  6,000  feet  in  a 
matter  of  seconds.  Then,  sources  close 
to  the  incident  say,  the  aircraft  stalled 
temporarily,  sending  the  plane  plum- 
meting back  to  3,000  feet. 
BAD  SLATS?  "This  was  a  major  event, 
no  doubt  about  it,"  says  a  top  U.  S.  safe- 
ty official  who  reviewed  the  flight  data. 
Even  so,  McDonnell  Douglas  Corp.  filed 
a  standard  one-paragraph  report  on  the 
incident  to  the  faa  and  did  not  mention 
Allen's  death.  A  McDonnell  spokesman 
says  he  assumes  the  company's  Taipei 
representative  filed  everything  he  knew. 

What  was  wrong  with  the  plane? 
Knowledgeable  sources  suspect  a  prob- 
lem with  retraction  of  slats  on  the  lead- 
ing edge  of  one  of  the  277-seat  MD-ll's 
wings.  McDonnell  Douglas  acknowledges 
past  problems  with  the  slats  but  says 
there  hasn't  been  a  recurrence  in  three 
years.  A  spokesman  termed  "hogwash" 
any  connection  between  the  China  Air- 
lines incident  and  any  design  problem 
with  the  slats.  He  blames  the  episode  on 
an  open  door. 

U.  S.  safety  officials  think  the  pilot 
should  have  returned  to  Taipei  imme- 
diately when  the  plane  took  its  dive. 
Says  one:  "The  captain  put  the  whole 
plane  at  great  risk." 

Bij  Christina  Del  Valle  in  Washington 
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H  I  FT 


I  is  going  to  increase  your  efficiency, 


H  You've  heard  it  before.  Technology        manage  it  and  train  your  folks  to  make  the  most 

of  it.  So  you  get  results,  not  just  reports. 

One  easy  and  revolutionary  way  IBM 
helps  get  you  immediate  results  is  by  broadening 
access  to  your  online  information  securely. 
Instantly  extending  your  enterprise  outward  to 
customers  and  suppliers.  Without  sacrilieing 
your  original  investments  in  systems,  hardware 
and  applications. 

With  each  day,  the  world  ol  networked 
computing  oilers  more  opportunities  and  trans- 
formations than  ever  before.  And  the  minds 
and  resources  ol  IBM  are  committed  to  helping 
you  get  from  here  to  there. 

Get  started.  Drop  by  www.ibm.com/solutions 
to  learn  how  IBM  is  helping  companies  world- 
wide compete.  Or  call  1  800  IBM-7080,  ext.  G203, 
and  we'll  send  you  a  tree  16-page  booklet  on  how 
IBM  can  help  your  business  thrive  in  a  networked 
world.  But  dont  put  it  off.  The  paradigm  could 
start  shifting  again. 


customer  base  and  your  growth.  All  you 
to  do  to  join  the  party  is  reinvent  the  soul  ol 
company.  Again. 

Youre  not  alone.  Companies  have  spent 
>ns  of  dollars  on  business  transformation 
mes.  Droves  of  management  consultants  hit 
jeaches,  dug  up  dirt,  presented  extensive 
mmendations,  then  snapped  their  attaches 
?d  and  left. 

But,  according  to  InformationWfeek  maga- 
,  two-thirds  of  those  reengineering  plans  failed 
ne  simple  reason.  They  were  never  properly 
emented.  People  weren't  trained  well.  Systems 
■  improperly  installed.  There  was  no  room 
rowth,  or  the  unforeseeable. 

Maybe  you  should  talk  to  the  consultants 
consultants  consult.  The  IBM  Consulting 
ip"  understands  business  transformation, 
ness  technology,  and  the  specific  needs 
[dividual  industries.  Sure,  we  can  talk  about 
ut  we  can  also  plan  it,  build  it,  install  it, 


Solutions  for  a  small  planet™   E  ==  r^rr 


Consulting  Group  and  Solutions  lor  a  small  planet  ate  ttademarks  ol  IBM  Cotp  ©  1996  IBM  Corp 
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CONGRESS 


THE  COOKIE  MEISTER 
IS  CHASING  NEWT 

Millionair  e  Mike  Coles  may  keep  him  busy  this  election 


M 


Iichael  J.  Coles  first  proved  that  he 
knows  how  to  handle  long  odds 
back  in  1969.  At  25,  he  was  man- 
aging the  Michigan  territory  for  Male 
Slacks  &  Jeans.  When  a  major  auto 
strike  began,  seasoned 
salespeople  forecast  doom 
for  apparel  sales.  Not  Coles. 
He  gave  his  team  a  rousing  pep  talk 
and  stepped  up  the  frequency  of  sales 
calls.  Instead  of  losing  sales,  Coles's  ter- 
ritory was  the  company's  top  performer 
during  the  stiike.  The  chairman  of  parent 
company  Genesco  Inc.  wrote  a  two-page 


ELECTION  '96 


It's  a  good  package.  Still,  says  At- 
lanta pollster  Claibourne  H.  Darden: 
"Newt  has  to  beat  himself  for  Coles 
to  win.  A  February  Gingrich  campaign 
poll  shows  that  a  mind-boggling  75%  of 
likely  voters  think  Gin- 
grich deserves  reelection. 
Gingrich  campaign  manag- 
er Dave  Ryan  expects  Coles  to  burn 
big  bucks  taking  on  two  primary  oppo- 
nents— one  of  them  Tony  Center,  who 
narrowly  lost  to  Gingrich  in  1982. 

Coles  plans  to  focus  his  campaign  on 
his  background  and  reasons  for  running 


mostly  in  malls — and  nearly  $100  mil 
in  sales.  Its  secrets:  new  products, 
quent  store  redesigns,  and  aggres: 
marketing  to  corporate  clients.  "I 
done  so  many  things  people  have 
him  he  couldn't  do,"  says  Florida  fi 
chisee  Jerry  Shell.  "If  anybody  can  1 
Newt,  Michael  can." 

Still,  that's  unlikely.  So  why  is  G 
running?  He  says  he  made  the  decis 
while  watching  the  government  gi 
to  a  halt  over  budget  impasses.  G 
blames  Gingrich  and  the  gop.  "There's 
arrogance  there,"  he  says.  He  also  thi 
Gingrich  has  lost  touch  with  his  dist 
while  pursuing  a  national  agenda, 
got  a  taste  for  political  dealmaking 
November,  when  he  helped  medi 
talks  that  kept  Lockheed  Martin  G 
from  moving  12,000  jobs  to  Dallas. 
BACKS  CHOICE.  Coles  plans  to  rur 
Newt  with  a  heart — a  probusiness,  fi 
conservative  who  favors  balancing 
budget  before  cutting  taxes.  He's  ; 


MICHAEL  J.  COLES 


BORN  Brooklyn,  N.  Y.,  Feb.  9,  1944. 

EDUCATION  High  school  only. 

CAREER  Founded  Great  American  Cookie  in 
1977,  with  an  investment  of  $8,000.  Today,  the 
chain  boasts  400  franchises  and  sales  of  nearly 
$100  million. 

PUBLIC  LIFE  No  prior  political  experience,  bu 
gives  generously  to  environmental  causes  sucl 
as  Trout  Unlimited. 

PLATFORM  Balance  the  federal  budget  first, 
then  cut  taxes.  Cut  agriculture  subsidies.  Con- 
trol guns.  Improve  environmental  protection. 
Protect  welfare  and  medicare. 

PERSONAL  Set  record  in  1984  for  crossing 
U.  S.  on  bicycle:  11  days,  eight  hours. 


letter  praising  Coles.  Coles  penned  a 
simple,  two- word  reply.  "What  strike?" 

Coles  will  need  such  bravado  in  the 
fight  he  has  just  taken  up.  The  founder 
and  chief  executive  of  the  Great  Amer- 
ican Cookie  Co.,  Democrat  Coles,  now 
52,  has  entered  the  primary  race  for 
the  nomination  to  oppose  House  Speak- 
er Newt  Gingrich  in  Georgia's  sixth  con- 
gressional district.  Coles  plans  to  use 
his  business  resume  and  a  decent  (if 
untested)  stump  style  to  give  chase  to 
Gingrich.  Of  course,  there's  his  money, 
too.  Gingrich  raised  $718,000  in  the  first 
quarter  and  has  a  $1.2  million  war  chest; 
Coles  plans  to  spend  at  least  $1  million 
of  a  $30  million  self-made  fortune  on 
the  campaign  and  hopes  to  raise  $2  mil- 
lion more.  "I  won't  lose  this  campaign 
because  I  ran  out  of  money,"  he  vows. 


for  office.  He  has  been  a  striver  since 
age  8,  when  a  fire  at  his  father's  rag-re- 
cycling business  forced  him  into  bank- 
ruptcy. Coles  began  doing  neighbors' 
yard  work — and  ended  up  hiring  other- 
kids  to  do  the  job.  He  held  down  two 
jobs  in  high  school,  where  his  formal 
education  ended.  By  age  :!1,  he  had 
founded  his  own  clothing  company. 

Tired  of  the  clothing  biz,  he  and  a 
partner  put  together  $8,000  in  1977  to 
found  the  cookie  company.  Six  weeks  lat- 
er, Coles  was  nearly  killed  in  a  freak  mo- 
torcycle accident.  Told  he  would  never 
walk  again,  he  became  an  avid  bicyclist. 
In  1984,  he  set  the  speed  record  for  the 
trip  at  the  time:  11  days,  eight  hours. 

Great  American  Cookie  survived  a 
few  scrapes,  too.  Now,  it's  the  nation's 
top  cookie  franchisor  with  400  stores — 


pro-environment,  big  on  education,  ; 
pro-choice.  But  he's  short  on  specifics, 
he  mulls  a  query  about  President  Clint 
veto  of  a  law  banning  late-term  abortii 
campaign  manager  Kate  Head  quickly 
tervenes.  "We  haven't  formulated  a  p 
tion  on  that,"  she  announces. 

Still,  the  Democrats  may  consi 
Coles's  campaign  a  victory  if  it  j 
keeps  Gingrich  busy,  limiting  his  abi 
to  stump  for  the  gop  nationwide.  "C 
grich  will  have  a  real  race,  and  ^ 
have  to  spend  a  lot  of  time  in  his  c 
district,"  says  Representative  Mai 
Frost  (D-Tex.),  head  of  the  Democr: 
Congressional  Campaign  Committ 
Coles's  determination  is  impressive.  ] 
it's  his  money  that  means  that  N( 
can't  take  this  race  too  lightly. 

By  David  Greising  in  Atla 
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FERINGS 


LLIE  NORTH  GOES 
INNING  FOR  INVESTORS 

t  his  company's  planned  IPO  may  wind  up  wounding  wallets 


llie  North  has  never  been 
shy  about  cashing  in  on 
his  notoriety.  In  the 
ide  since  the  Iran-Contra 
dal  vaulted  him  to  promi- 
se, the  ex-Marine  lieu- 
nt  colonel  has  raised  more 
i  $32  million  from  sup- 
ers— mostly  small  con- 
itors.  He  used  the  funds 
sfend  himself  against  crim- 
charges  of  lying  to  Con- 
ss  and  destroying  docu- 
ts  and  for  an  unsuccessful 
;  Senate  bid.  Now,  North 
ying  to  leverage  his  name 
n — to  bail  out  his  troubled 
3tproof-vest  company, 
s  early  as  May,  North, 
plans  to  sell  26%  of  his 
rdian  Technologies  Inter- 
onal  Inc.  to  the  public, 
rdian,  based  in  Sterling, 
has  lost  nearly  $2  mil- 
since  its  founding  in  1989. 
North  figures  the  $3.9 
ion  he  aims  to  net  will 
i  the  company  around — 
etting  Guardian  move  to 


to  begin  selling  part  of  his  14.7%  holding 
in  January,  1997 — just  before  Guardian 
could  begin  ranning  out  of  cash.  He  and 
partner  Joseph  F.  Fernandez,  a  former 
Costa  Rican  station  chief  for  the  cia, 
will  be  able  to  begin  cashing  in  some 
300,000  options  at  44(2  each  next  Janu- 
ary— options  they  awarded  themselves 
as  the  only  members  of  the  board's  ex- 
ecutive-compensation committee. 

Most  investment  banks 
wouldn't  touch  such  a  risky 
deal.  Indeed,  North  already 
tried  to  take  Guardian  public 
in  1993.  At  that  time,  say 
three  sources  close  to  the 
deal,  underwriters  wouldn't  go 
near  Guardian  because  the 
books  were  such  a  mess. 
GREENHORNS.  Even  now,  the 
prospectus  includes  typos 
and  conflicting  statements  of 
the  company's  1994  operat- 
ing profit.  In  Landmark  In- 
ternational, North  has  a  rel- 
atively green  underwriter: 
the  Westbury  (N.  Y.)  outfit 
has  only  two  IPOs  under  its 
belt — both  money-losers  for 
investors.  Shares  of  Green- 
Man  Technologies  Inc.,  which 

"I  NEVER  BREAK  THE  LAW": 

North  refuses  to  comment 
on  the  upcoming  offering 


GUARDIAN  TECHNOLOGIES 


recycles  old  tires  into  rub- 
ber products,  hit  8X  after  go- 
ing public  in  October  but 

offices,  buy  new  equip-    r^"!*.^   traded  on  Apr.  17  at  only  5. 

it,  diversify  its  product    CHIEF  PRODUCTS  Bulletproof  vests  and  shields  R.F.   Management  Corp., 

and  tap  new  markets.       .™mU«  nrn  nnn"  which   operates  radiology 

ven  North's  biggest  fans,    °fF1ErR,NG  85°.°00  unitfs  of  stock  and  warrants  at  outpatient  centers,  went  pub- 

ever,  might  want  to  scru-     *?jf?_?PLeA™!JJ!?l?I^    lie  in  July  at  7%  a  share;  on 

e  the  deal  before  invest-    UNDERWRITER  Landmark  Intl.  Equities,  Westbury,  N.Y.       Apr.  17,  it  was  at  Z%. 

Even  if  North  raises  the 


FOUNDED  Virginia,  1989 


Guardian's  auditors  have 
led  that — without  the  cash  infusion — 
e  is  "substantial  doubt"  the  company 
survive.  Even  if  the  deal  flies,  the 
pectus  says  the  money  may  last  only 
nonths  if  business  doesn't  pick  up. 
ertheless,  "with  the  right  financing, 
;hink  the  company  can  make  a  strong 
of  it,"  says  Howard  B.  Berger,  vice- 
ident  of  Landmark  International  Eq- 
:s,  the  deal's  underwriter.  But  "obvi- 
y,  there  are  no  guarantees." 
ATEUR  NIGHT."  That's  not  all. 
rdian  plans  to  sell  850,000  units — 
is,  a  share  of  stock  and  a  warrant 
uy  another  one  down  the  road — at  a 
>osed  offering  price  of  $5.10  per  unit, 
rdian  has  already  sold  2.3  million 
*es  through  private  placements, 
ih  means  that  the  stock  will  imme- 
ely  be  diluted  by  25%.  Moreover, 
offering  may  also  include  the  sale  of 

000  shares  from  existing  investors, 

1  could  reap  a  tidy  gain  over  the 


$1.30  average  price  they  paid.  "No  one 
in  his  right  mind  would  invest  in  this 
for  economic  reasons,"  says  M.  William 
Benedetto,  chairman  of  Benedetto,  Gart- 
land  &  Greene  Inc.,  a  New  York  in- 
vestment firm.  "This  is  amateur  night." 

North  isn't  among  the  investors  sell- 
ing shares.  But  the  deal  will  allow  him 

NOT  EXACTLY  BULLETPROOF 

GUARDIAN  TECHNOLOGIES  RESULTS 

MILLIONS  OF  DOLLARS 


OPERATING  LOSS 


money  he  needs,  his  competitors  won't 
exactly  be  quaking  in  their  bulletproof 
vests.  Guardian's  high-priced  garments — 
up  to  $1,000  apiece— have  been  slow 
movers,  and  the  company  is  too  small  to 
bid  competitively  on  most  big  contracts. 
"Guardian  is  not  perceived  as  a  threat, 
and  I  don't  expect  it  will  be  in  the  fu- 
ture," says  James  G.  Magee,  president 
of  rival  Point  Blank  Body  Armor. 

North  won't  comment  on  the  deal, 
citing  Securities  &  Exchange  Commis- 
sion rules  against  hyping  upcoming 
stock  offerings.  "It's  against  the  law, 
and  I  never  break  the  law,"  he  says. 
He  remains  a  hero  to  legions  of  "Ollie" 
admirers — who  may  well  overlook 
Guardian's  shaky  prospectus  to  throw 
more  money  at  their  champion.  But  as 
an  investment,  this  deal  is  anything  but 
bulletproof. 

By  Mark  Lewyn  and  Michael 
Schroeder  in  Washington 
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SMOKING 


DID  SMITHKLINE 

FIND  THE  SMOKING  GUM? 

It  sees  huge  demand  for  an  over-the-counter  antitobacco  chew 


■  n  the  heady  world  of  consumer  prod- 
Bucts,  it  sounds  like  a  sure  loser — a 
I  chewing  gum  with  a  nasty,  peppery 
taste.  Each  piece  costs  nearly  50(2  and, 
according  to  the  instractions,  you're  only 
supposed  to  chew  it  two  or  three  times 
before  "parking"  it  by  your  cheek,  like  a 
plug  of  snuff.  Yet  SmithKline  Beecham 
is  predicting  that  demand  for  its  Nico- 
rette  chewing  gum,  which  was  to  de- 
but on  Apr.  18  as  the  first  over-the- 
counter  nicotine-treatment  product,  will 
explode.  Likely  buyers:  "a  huge  portion 
of  the  smoking  population,"  says  John  S. 
Ziegler,  president  of  SmithKline's  Con- 
sumer Healthcare. 

The  Food  &  Drug  Administration's 


the  patches,  which  release  nicotine 
through  the  skin,  were  easy  fixes.  Many 
doctors  didn't  follow  through  with  coun- 
seling on  how  to  quit.  The  result:  Three 
of  four  were  disappointed,  as  were 
chewers  of  the  nicotine  gum. 
JUST  A  FAD?  Still,  of  the  46  million 
smokers  in  the  U.  S.,  a  full  70%  say 
they  would  like  to  quit,  according  to 
the  American  Lung  Assn.  (ala).  Those 
who  use  nicotine-treatment  products  are 
twice  as  likely  to  succeed  as  those  who 
go  cold  turkey.  But  most  don't  want  to 
visit  a  doctor  to  start  a  quitting  pro- 
gram. By  eliminating  the  need  for  a 
prescription,  skb  figures  it  can  tap  a 
potential  market  of  23  million  people. 


SMOKING  AND  QUITTING 

AMERICAN  ADULTS 
WHO  SMOKE 

46  million 

THOSE  WHO  WANT 
TO  QUIT 

32  million 

ONE-YEAR  QUIT  RATE 
WITH  NICOTINE  TREATMENT* 

20-25% 

ONE-YEAR  QUIT  RATE 
WITHOUT  TREATMENT 

12% 

ANNUAL  SALES  OF 
ANTISMOKING  AI0S 

Patches:  $138  million 
Gum:  $70  million 

*Patches.  gum,  or  nose  spray 

DATA:  AMERICAN  LUNG  ASSN  .COMPANY  REPORTS 

approval  of  Nicorette  as  an  over-the- 
counter  product  ratchets  up  the  smok- 
ing-cessation  battle.  In  the  first  major 
broadcast  campaign  for  smoking-cessa- 
tion  aids,  skb  is  backing  Nicorette  with 
a  $70  million  campaign,  much  of  it 
prime-time  TV  ads.  If  the  fda  approves 
over-the-counter  sales  for  nicotine  patch- 
es, as  expected  later  this  year,  the  air- 
waves may  soon  be  smoldering  with 
antitobacco  pitches.  Antismoking  ac- 
tivists hope  the  new  products  will  spark 
a  quitting  binge  among  smokers. 

That  would  be  a  switch.  Prescription 
patches  proved  a  short-lived  craze,  tum- 
bling from  $300  million  in  sales  in  1992 
to  $136  million  last  year.  Prescription 
gum  sales  only  amounted  to  $78  million 
last  year.  The  problem:  Consumers  were 
led  to  believe,  says  skb's  Ziegler,  that 


Initially,  Nicorette  will  be  sold  in  108- 
piece  starter  kits,  about  a  two-week 
supply,  for  $50.  That's  75%  less  than 
the  prescription  price.  As  a  result,  skb 
expects  sales  to  quadruple,  to  $330  mil- 
lion, in  1997. 

The  question:  Will  the  gum  prove  a 
fad,  too?  To  boost  the  success  rate,  skb 
is  tying  Nicorette  to  an  education  pro- 
gram. Unlike  the  annoyingly  oblique  ads 
for  patches,  in  which  the  devices  were 
hyped  but,  for  regulatory  reasons,  not 
explained,  skb  is  rolling  out  testimonial 
tv  and  print  ads  that  give  smokers  a 
better  grasp  of  what's  involved.  Starter 
kits  include  an  audiotape  and  a  user's 
guide.  And  working  with  the  ala,  skb 
has  come  up  with  a  customized  quitting 
program.  Smokers  provide  information 
on  their  habits,  and  the  company  sends 


them  letters  with  suggestions  and  t 
vides  a  toll-free  support  number.  Ini 
mation  is  even  posted  on  a  Web  i 
(http:Wwww.nicorette.com). 

With  their  2  or  4  milligrams  of  n 
tine,  about  the  same  as  a  cigarei 
Nicorette  tablets  give  users  a  way 
deal  with  cravings.  But  the  gum,  wl 
allows  nicotine  to  seep  into  the  blc 
stream,  doesn't  give  the  satisfactior 
a  deep  drag  from  a  cigarette,  wr 
rushes  the  drug  to  the  brain  in  1 
heartbeats. 

McNeil  Consumer  Products  Co.  ho 
to  capitalize  on  that  failing.  That  ci 
pany's  new  nicotine  spray,  Nicatrol, 
lows  smokers  to  inhale  half  a  milligi 
up  each  nostril.  The  spray  was  appro 
by  the  fda  in  early  April  but  has  dr; 
backs.  It  can  only  be  obtained  by  { 
scription.  Plus,  a  40-milligram  dose 


REFILL 

Refill  lor  use  with 
stop  smoking  plan 
in  Starter  Kit 


NICORETTE 

nicotine  polacnlex  gum  pmg 

STOP  SMOKING  AID 

Nicotine  medicine  to  help  vou  stop  smoking 
a  Formerly  available  only  by  prescription 


IF  YOU  SMOKE  MORE: 
try  Nicorette  4mg         48  chewing  pieces 
L-  ~—  -■ 

be  fatal,  and  the  fda  warns  that 
for  more  than  three  months  can  ca 
nasal  lesions  and  addiction. 

As  the  fda  and  drug  companies  r 
nicotine  replacements  to  the  market, 
bacco  companies  are  offering  their  c 
alternatives,  rjr  Nabisco  Inc.'s  r 
Eclipse  cigarette,  now  in  tests,  relea 
nicotine  from  heated  charcoal,  deliver 
the  drug  to  smokers  without  burn 
tobacco.  Antismoking  scientists  po 
pooh  such  devices.  "There's  no  [healt 
way  to  inhale  smoke,"  says  Edwin 
Fisher,  a  professor  at  Washington  I 
versity  School  of  Medicine.  He's  proba 
right.  That's  why  the  fda  and  the  d: 
companies  are  coming  up  with  plentj 
alternatives  for  the  nicotine-addicted 
By  Stephen  Baker  in  Pittsbu 
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UUe  have  the  systems  that  are 
the  solution. 

The  Corporate  Line  from  Canon. 

A  company-wide  meeting.  Last  minute 
changes.  Fast  turnaround  is  critical. 
So  what's  your  system?  The  Corporate 
Line  of  high-volume  copiers  from  Canon. 

In  today's  fast-paced  business  envi- 
ronment, you  need  the  most  advanced 
systems  to  simplify  your  operation. 
That's  where  The  Corporate  Line 
comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give 
you  the  power  and  speed  you  need  in 
a  central  reproduction  environment. 
And  yet  they're  so  user-friendly,  they 
can  be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and 
finishing  capabilities,  you'll  see  the 
impact  our  Corporate  Line  copiers  can 
make  on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  can 
expect  the  reliability  and  durability  that 
has  made  Canon  the  industry  leader 
for  the  last  1 3  years.  Each  machine  is 
specifically  designed  to  maximize  your 
company's  productivity  and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of 
high-volume  copiers.  Just  call 
1-800-OK-CANON  for  more  infor- 
mation. Or  visit  us  on  the  Web  at 
http://www.usa.canon.com 


Canon 


COMMENTARY 


By  Stephen  Baker 


THE  RIGHT  SPOT  FOR  THE  IDIOT  BOX 


Our  basement  probably  isn't 
much  worse  than  most  others 
around  Pittsburgh.  It's  an  icy 
dungeon  in  the  wintertime,  and  in 
summer — shedding  season — it  gives 
off  the  acrid  aroma  of  dog.  I've  fur- 
nished it  with  our  neighbors'  cast- 
off  arm  chairs,  each  with  a  scent  of 
its  own.  And  the  washing  machine, 
which  is  down  there,  too,  sometimes 
shakes  and  rattles  its  way 
across  the  floor,  as  if  trying 
to  escape.  The  basement 
embarrasses  my  children 
no  end.  But  that's  where 
they  must  huddle  if  they 
want  to  watch  TV. 

Beginning  on  Apr.  24,  a 
Washington-based  group 
called  TV-Free  America,  in 
its  second  annual  National 
tv  Turnoff  Week,  is  urging 
Americans  to  pull  the  plug 
on  their  televisions  for  sev- 
en days.  Last  year,  the 
group  says,  1  million  peo- 
ple participated  in  the 
event,  which  is  largely  or- 
ganized through  schools; 
this  year,  it  figures  that  3 
million  will  do  so.  With 
American  TV  watching  up 
10%  since  1990,  according 
to  a  study  by  the  invest- 
ment-banking firm  Veronis, 
Suhler  &  Associates,  and 
kids  now  spending  an  aver- 
age of  five  hours  in  front 
of  the  tv  for  every  three 
they  spend  in  school,  communities 
from  Wallingford,  Conn.,  to  Walnut 
Creek,  Calif.,  are  joining  the  cam- 
paign. Our  Pittsburgh  household 
will,  too,  though  I  doubt  our  kids 
will  notice,  since  we  hardly  watch 
anyway. 

Why  not?  Imagine  you  have  a 
very  loud  neighbor  who  follows  you 
into  your  house,  talking  nonstop,  say- 
ing all  kinds  of  things  that  you  don't 
want  your  kids  to  hear.  Picture  this 
person  sitting  at  dinner  with  you, 
showing  pictures  of  corpses  and 
rapists  while  you're  trying  to  get 
your  children  to  eat  broccoli.  At 
around  8  p.m.,  he  starts  joking  about 
orgasms  and  condoms.  And  this 
neighbor,  who  never  listens  to  any- 


one, spends  lots  of  time  trying  to  sell 
things.  You'd  kick  the  guy  out,  right? 
Yet  two  of  three  U.  S.  families  eat 
dinner  with  the  TV  on. 

I  have  on  my  desk  a  stack  of  pa- 
pers listing  the  evils  of  tv.  Former 
Surgeon  General  C.  Everett  Koop 
blames  it  for  a  good  share  of  teenage 
obesity.  Countless  politicians  blame  it 
for  purveying  trash.  Yet  even  those 
I    ■  1,1,    |    i|  it 


Radio  Days:  American  kids  spend 
an  average  of  five  hours  in  front  of 
the  TV  for  every  three  in  school 


who  agree  with  these  views  all  too 
often  take  the  role  of  victim,  begging 
the  networks  to  provide  better  pro- 
gramming. And  what  about  the 
garbage  kids  watch?  Out  of  sight, 
out  of  mind:  Half  of  America's  school 
children  have  TVs  in  their  rooms,  tv- 
Free  America  says. 
HOOKED  ON  CONSUMPTION.  My  wife 
Jalaire  and  I  first  decided  to  tune 
out  when  we  lived  in  Mexico,  where 
I  was  stationed  for  five  years.  Recep- 
tion in  our  little  canyon  near  Mexico 
City  was  miserable,  so  TV  wasn't  a 
big  issue.  I  missed  baseball,  but  our 
kids  never  heard  that  anything 
"sucked."  Our  3-year-old  played  with 
bows  and  arrows  made  from  guava 
branches.  We  knew  things  would 


grow  more  complicated  when  we 
moved  north. 

We  got  a  preview  of  bad  influence: 
to  come  when  my  stepson,  then  10, 
returned  from  a  summer  of  heavy  T\ 
watching  in  the  States.  His  first 
week  back,  he  complained  endlessly 
of  boredom.  The  only  antidotes,  it 
appeared,  were  eating  out,  shopping, 
and  renting  movies.  He  was  tem- 
I:  J     porarily  hooked  on  con- 
sumption. We  took  a  hint. 
When  we  moved  to  Pitts- 
burgh four  years  ago,  we 
put  the  set  in  the  base- 
ment and  set  up  the  rules: 
No  tv  watching  during  the 
school  week  and  limited 
viewing  on  weekends. 

We  worried  a  bit  about 
the  social  consequences  for 
our  children.  Was  it  fair  to 
plunk  a  12-year-old  from 
Mexico  into  Pittsburgh  anc 
then  separate  him  from  th< 
information  stream  he 
would  need  to  assimilate? 
Would  he  ever  invite 
friends  to  spend  time  in 
the  smelly  basement  with  ; 
tiny,  rabbit-eared  TV?  Prob 
ably  not.  So,  I  went 
halfway.  I  ripped  out  the 
smelly  orange  shag  carpet- 
ing and  bought  a  big  new 
tv.  But  without  cable,  my 
stepson,  who's  15  now,  still 
doesn't  invite  friends  over 
to  watch. 
As  I  write  this  article,  I  set  up  nr 
laptop  on  the  dining  room  table  next 
to  him.  He's  reading  Gai-Jin,  a  giant 
book  by  James  Clavell.  I  ask  him 
what  he'd  watch  if  we  had  cable.  He 
puts  clown  the  book  and  thinks.  "I'd 
probably  invite  over  friends  and 
we'd,  like,  flip  the  channels,"  he  final- 
ly says.  "Why?  You  thinking  of  get- 
ting cable?" 

"No.  Just  writing  an  article." 
"Oh."  He  picks  up  the  book.  Even 
if  we  got  cable,  he'd  have  to  put  up 
with  that  dank  basement.  It's  our 
last  line  of  defense  in  the  tv  wars, 
but  a  good  one. 

Baker  is  business  week's  Pitts- 
burgh bureau  chief. 
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The  SAS  System  Helps  Monitor 
the  Pulse  of  Patient  Satisfaction 


As  more  and  more  health  care 
providers  offer  similar  sei"vices  at  com- 
parable prices,  patient  satisfaction  is 
list  becoming  the  new  basis  of  compe- 
tition. To  help  monitor  how  patients 
perceive  the  quality  of  the  care  they 
receive,  Intermountain  Health  Care 
IHC)  is  tuming  to  the  SAS  System 
jf  software. 

"The  SAS  System  has  enabled  us 
to  develop  a  unique  reporting  system 
that  includes  all  the  information 
required  by  our  front-line  managers 
and  administrators — in  a  format  that 
works  for  them,"  says  Glen  McBride, 
IHC's  manager  of  strategic  research. 

A  Fast,  Effective  Remedy  for 
Every  Reporting  Need 

"We  needed  a  reporting  system 
that  could  get  relevant,  easy-to- 
tjnderstand  patient  feedback  into  the 
right  hands  in  an  efficient,  timely 
manner,"  says  Sarah  Luker,  research 
associate  at  IHC  (pictured  above). 
"The  SAS  System  was  the  only  software 
system  that  came  close  to  meeting 
our  complex  reporting  needs." 


Since  IHC  serves  almost  a  million 
patients  every  year,  that's  a  lot  of 
feedback.  "With  the  SAS  System,  we 
generate  hundreds  of  unique  reports 
each  month,"  adds  McBride.  "At  a 
glance,  managers  can  see  how  patients 
perceive  the  quality  of  various  aspects 
of  the  hospital  experience,  such  as 
admitting  procedures,  nursing  care, 
and  physician  care." 

A  Healthy  Dose  of  Relevant 
Consumer  Data 

"This  valuable  month-to-month 
feedback  enables  us  to  make  appro- 
priate changes  to  the  care  we  provide," 
McBride  explains.  "And  that  helps 
us  to  offer  the  best  possible  care  to 
patients  who  visit  our  23  hospitals  in 
Utah,  Wyoming,  and  Idaho." 

Having  implemented  such  a 
successful  reporting  system  for  IHC 
hospitals,  what's  next?  Luker  says, 
"Because  of  its  flexibility,  we'll  soon 
be  using  the  SAS  System  to  provide 
valuable  customer  feedback  to 
employees  across  all  three  IHC 
divisions  —  the  hospital,  health 
insurance,  and  physician  groups." 


To  receive  a  SAS  System  Executive 
Summary,  give  us  a  call  or  semi  us 
E-mail  at  bw@sas.sas.com 


S  Institute 
Phone  010-077-8200 
Fax  '>IV-077-4444 
URL:  http://www.sas.com/ 


SAS  a  registered  trademark  oi  SAS  Institute  Inc. 
Copyright  ©  1W)  !>y  SAS  Institute  Inc. 


SOME  SEE  A  SMOKESTACK  INDUSTRY.  WE  SEE  SHIFTING  ENVIRONMI 

Managing  your  company  in  a  hostile  world  takes  a  p^irtner  who  can  see  beyond  the  obvious. 

AIG  is  uniquely  able  to  protect  you  because  we  have  a  clear  understanding  of  risk,  no  matter 
form  it  takes.  Since  threats  to  your  business  come  from  many  different  directions,  we  offer  expertis 
only  in  insurance,  but  in  managing  total  marketplace  risk. 

With  offices  in  approximately  130  countries  and  jurisdictions  throughout  the  world,  AIG  h, 
atched  knowledge  of  local  conditions  and  regulations  garnered  during  75 years  of  internat 


ATION,  CAPITAL  RESTRUCTURING  AND  FUTURE  HEALTHCARE  LIABILITY. 


ion.  In  tact,  AIG  is  the  only  worldwide  insurance  and  financial  organization  that  helps  you  man- 
your  business  risk  and  preserve  shareholder  value  through  a  broad  range  of  customized  services, 
es  like  environmental  engineering,  global  claims  management  and  political  assessment. 
Lnd  we've  got  the  top  financial  ratings  to  back  us  up.  So  AIG  not  only  sees  what's  out 
but  has  the  strength  to  help  you  do  something      WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 


AIG 


American  International  Group,  Inc ,  Dept  A,  70  Pine  Street,  New  York,  NY  10270 


In  Business  This  Week 
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HEADLINER:  FRANK  RAINES 


THE  MAN  FROM  FANNIE 


Fannie  Mae,  long  envied 
for  its  well-placed  allies, 
just  got  a  new  one:  On 
Apr.  12,  President  Clin- 
ton tapped  Fannie 
Vice-Chairman 
Franklin  Raines 
to  head  the  Of- 
fice of  Manage- 
ment &  Budget. 

For  Raines, 
the  nomination 
marks  a  return  to 
government  service. 
The  Rhodes  scholar  spent 
two  years  at  omb  under 
Jimmy  Carter  before  mov- 
ing to  Lazard  Freres.  He 
joined  Fannie  in  1991. 
Now,  unless  he  recuses 
himself  from  certain  de- 
bates, Raines,  47,  could  be 
in  a  position  to  influence  is- 
sues near  and  dear  to  Fan- 
nie, including  fees  on  gov- 


ernment-sponsored compj 
nies  such  as  Fannie. 
Raines's  departure  will 
leave  a  void  at  Fannie, 
where  he  oversaw 
the  ambitious  pi 
gram  to  auto- 
mate home- 
mortgage 
underwriting. 
Fannie  has  noi 
announced  plan 
for  a  successor. 
Just  when  Raines 
will  move  into  his  new  jot 
is  uncertain,  since  the  non 
nation  could  stall  in  an  ele 
tion-minded  Senate.  And 
when  he  does  start,  he'll 
have  to  shift  into  high  ges 
immediately:  Raines  needs 
to  strike  a  budget  deal  be 
fore  the  deficit  starts  to 
climb  again  in  1997. 

By  Amy  Barri 


BABY  TALK 
FROM  BOB  ALLEN 

THE   STOP-AND-GO  MERGER 

talks  between  Bell  Atlantic 
and  Nynex  are  on  again.  But 
a  deal  could  mark  just 
the  beginning  of  headaches 
for  the  two  Baby  Bells,  at&t 
could  try  to  block  any  deal 
at  the  stalling  gate,  at&t  ceo 
Robert  Allen  told  reporters 
before  the  annual  meeting  on 
Apr.  17.  "It's  hard  for  me  to 
comprehend  how  the  combi- 
nation of  two  or  more  Baby 
Bells  creates  more  competi- 
tion. I  think  the  Justice  Dept. 
would  be  very  careful . . .  re- 
garding potential  market  con- 
centration," Allen  said.  Even 
if  a  deal  happens  and  the  out- 
fit is  able  to  compete  for  the 
Northeast's  $10  billion  in  an- 
nual long-distance  business, 


CLOSING  BELL 


CEREAL  KILLER 

Tough  times  for  Nutty 
Nuggets:  The  cereal  pricing 
battle,  launched  on  Apr.  15 
when  Kraft  Foods'  Post  unit 
cut  prices  20%,  has  wounded 
Ralcorp  Holdings  most.  Post's 
move  narrows  the  price  gap 
between  Ralcorp  knockoffs 
and  such  Post  brands  as 
Grape  Nuts.  As  a  result,  Ral- 
corp stock  fell  VA,  to  22X,  the 
day  of  the  cut.  "You  can't 
sugarcoat  it,"  says  a  Ralcorp 
spokesman.  "We're  going  to 
miss  our  quarter  and  our 
year."  Ralcorp's  likely 
response?  Cut  costs  and  sell 
its  ski  resorts. 


DATA  BLOOMBERG  FINANCIAL  MARKETS 
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it  stands  to  lose  hundreds  of 
millions  in  the  local  access 
charges  it  collects  from  at&t, 
mci,  and  Sprint. 

THE  FTC  BUSTS  A 
DRUGSTORE  MERGER 

NO    DICE:    THE  FEDERAL 

Trade  Commission  voted  5-0 
on  Apr.  17  to  seek  a  prelimi- 
nary injunction  blocking  Rite 
Aid's  $1.8  billion  bid  for  rival 
Revco.  Such  a  vote  kills  most 
deals.  Rite  Aid  was  hoping  to 
create  an  $11  billion,  4,500- 
store  drugstore  chain.  But  the 
ftc  said  that  would  substan- 
tially reduce  competition  in 
nine  states,  citing  possible 
price  increases  to  employees 
covered  by  pharmacy  benefit 
plans  as  an  example.  The  ftc 
moved  after  Rite  Aid  an- 
nounced it  would  no  longer 
extend  its  deadline  for  closing 
the  deal.  Rite  Aid  is  extending 
its  offer  for  Revco. 


POWER  PLAYS  IN 
THE  POWER  BIZ 

SPARKS  ARE  FLYING  AMONG 

electric  utilities.  Western  Re- 
sources in  Topeka,  Kan., 
launched  a  $1.7  billion  bid  for 
Kansas  City  Power  &  Light 
on  Apr.  14,  even  though 
Kansas  City  had  already 
agreed  to  a  $1.3  billion  deal 
with  its  neighbor,  Utilicorp 
United.  Western  is  promising 
more  money,  greater  retail 
rate  reductions,  and  consis- 
tent corporate  contributions. 
But  Utilicorp,  insisting  it  is 
"strongly  committed"  to  its 
own  deal,  is  expected  by  an- 
alysts to  raise  its  offer.  Mean- 
while, Western  Resources 
wants  an  answer  by  Apr.  22. 
As  of  Apr.  17,  Kansas  City 
wasn't  talking. 

ENDING  NABISCO'S 
BATH R 00 to  BRAWL 

IS  NABISCO  GIVING  NEW 
meaning  to  hardball?  On  Apr. 
J  4,  the  company  announced  it 


had  settled  a  sex-discrimina- 
tion case  filed  by  former  line 
workers  at  its  Oxnard  (Calif.) 
plant.  Terms  weren't  disclosed. 
The  workers  at  the  plant, 
which  made  products  includ- 
ing A-l  steak  sauce  and  Grey 
Poupon  mustard,  filed  a  class 
action  in  early  1995,  alleging 
that  female  employees  were 
not  allowed  bathroom  breaks, 
forcing  them  to  wear  diapers 
to  work.  The  Oxnard  plant 
has  since  been  closed.  Nabisco 
denies  any  wrongdoing  and 
denies  worker  and  union  alle- 
gations that  the  closing  was 
in  response  to  negative  pub- 
licity from  the  litigation. 

OPRAH'S  MAD  COW 
STAMPEDE  

NOW  OPRAH  WINFREY  IS  MOV- 

ing  markets.  The  talk-show 
host  sent  cattle  futures 
plunging  at  the  Chicago 
Mercantile  Exchange  when 
she  focused  on  Britain's 
"Mad  Cow"  scare  in  her  Apr. 


16  broadcast.  True,  ca 
prices  were  primed  fo 
setback.  Soaring  grain  pr: 
have  raised  the  cost  of  f( 
prompting  herd  liquidati 
that  could  flood  the  mar 
with  red  meat.  And  c 
markets  were  already  ti 
ing  lower  before  Op: 
weighed  in.  But  her  bi 
bashing  "tipped  this  th 
over,"  says  William  O'Ni 
who  heads  commod 
research  at  Merrill  Lyr 
"She'll  probably  say  soi 
thing  about  copper  ne: 

ETCETERA... 

■  RJR  Nabisco  sharehold 
turned  thumbs  down  lo  B 
nett  LeBow's  board  slate 

■  Senate  Republicans  ; 
Democrats  struck  a  deal 
resume  Whitewater  hearii 

■  Security  Dynamics  loci 
up  a  deal  for  rsa  Data 
curity,  a  Net  security  out 

■  New  oxymoron:  Middh 
will  demo  greaseless  frei 
fries  at  a  May  trade  shov 


Introducing  e.Schwab. 

Theenaofthe 
commission  compromise. 


If  you've  been  reading  about  all  the  new  trading  services, 
you  might  think  that  you  have  to  settle  for  bare  bones  service 
when  you  pay  bare  bones  commissions.  Not  anymore.  With 
e.Schwab""  investment  software  for  Windows^  you  can  get  the 
low  commissions  you  want  and  access  to  the  investing  tools 
you  need.  The  commission  compromise  is  over. 

More  than  low  commissions,  the  confidence  you  need. 

With  e.Schwab  you'll  enjoy  low  commissions  of  just  $39  for  stock  trades  up  to  1 ,000  shares.  (Just 
ee  cents  a  share  for  additional  shares.)  But  you  also  have  the  confidence  of  knowing  that  you're  trading 
h  Charles  Schwab.  That  means  people  and  systems  with  22  years  of  trading  experience  through  all  kinds 
narkets.  You  know  who  we  are. 


Stock  Commission  Comparison* 

200  Shares 

@ $35  Per  Share 

500  Shares 

@  $15  Per  Share 

1,000  Shares 

§  $20  Per  Share 

5,000  Shares 

&  $20  Per  Share 

Schwab 

$39.00 

■ 

$39.00 

$39.00 

$159.00 

i&Reilly 

$76.50 

$77.75 

$109.00 

$205.00 

terhouse 

$41.69 

$52.05 

$112.58 

$330.80 

Olde 

$60.00 

$80.00 

$125.00 

$235.00 

inline  Trading 
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mpany  Reports 


Savings,  convenience  and  the  tools 
you  need,  through  your  computer. 

e.Schwab  investing  , 
software  and  your  computer 
give  you  a  higher  level  of 
control  and  convenience.  You 


$39  a  Trade 


click) 


otes  &  Balances 


is,  you'll  pay 
e.Schwab. 


can  access  your  portfolio,  create  charts 
and  graphs,  and  get  company  reports  and 
quotes  24  hours  a  day,  seven  days  a  week. 
What's  more,  you'll  have  access  to  Reuters 
Money  Network®  and  S&P  MarketScope? 
nothing  for  e.Schwab  software. 
It's  the  end  of  the  commission  compromise. 


The  No  Compromise  Guarantee. 

Just  open  your  e.Schwab  account  before  )une  30, 1996 
and  if  you're  not  satisfied  for  any  reason,  you  will  not  be 
charged  any  Schwab  exit  fees  to  switch  your  account  to 
another  broker.  No  questions.  No  compromises. 

1-800-e-Schwabext.ioi 

1-800-372-4922  ext.  101 

http://www.schwab.com 


Charles  Schwab 


>d  on  a  Ma'ch  1996  survey  conducted  by  Charles  5chwab. Commission  rates  surveyed  are  for  stocks  and  may  vary  for  other  products.  Schwab  charges  a  small  fee  to  register  and  ship  security  certificates. 
16  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (4/96) 
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At  the  NEC  Research  Institute,  you'll  run  across  some  rather  unusual  experiments.  In  one  lab,  f 
%  $    instance,  we're  examining  the  eyes  of  a  fly  to  see  how  they  process  information.  Sure,  it  seems  stran 

*>nis       )     but  the  results  could  lead  to  products  based  on  optical  transfer.  In  another  lab,  we're  using  laser  beams 
transfer  data.  A  process  that  will  enable  you  to  receive  enormous  amounts  of  information  over  the  network  almost  instantaneous 
In  the  last  ten  years  at  NEC,  we've  spent  over  $32  billion  on  research  worldwide.  A  good  investment,  when  you  consider  eve 
sakthrough  we've  made  in  fiber  optics,  bioelectronics,  and  artificial  intelligence  has  taken  shape  in  our  R&D  laboratories.  And  wh 
'  of  our  advances  might  seem  a  bit  far-fetched  now,  one  day  they'll  be  as  common  as,  say,  the  office  fax  machine. 
For  more  information  about  NEC,  just  call  1-800-338-9549.  SEE,  HEAR  AND  FEEL  THE  DIFFERENCE 
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ur  new  *<eb  site  at  http://www.nec.com 
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IWEN  ULLMANN 


IS  BOB  DOLE  FOUND 
IS  WILLIE  HORTON? 


ob  Dole  would  love  to  run  against  President  Clinton's 
lousy  economic  record.  But  the  economy  is  growing,  un- 
employment is  low,  and  Clinton  trumped  the  gop  with  his 
balanced-budget  plan.  What's  a  Republican  to  do?  Would 
believe  dress  Willie  Horton  in  drag? 

search  of  a  "wedge  issue"  to  piy  white  voters  from  Clin- 
Republicans  think  they  may  have  hit  pay  dirt  in  the  per- 
of  one  Josephine  Brown.  Currently  serving  time  in  a 
rado  prison  for  auto  theft  and  burglary,  Brown,  like  fur- 
led rapist  Horton,  symbolizes  what  Re- 
can  strategists  bemoan  as  the  decline  of 
rican  values.  For  starters,  she's  an  Amer- 
indian. What's  more,  she's  a  transsexual 
Joseph),  and  a  demanding  one  to  boot, 
-own  claims  the  state  violated  her  consti- 
nal  rights  by  refusing  to  provide  the  hor- 
i  estrogen,  needed  to  maintain  feminine 
butes  such  as  enlarged  breasts.  Last  sum- 
an  appeals  court — in  a  decision  written  by 
inton  appointee — ordered  a  judge  to  re- 
ider  Brown's  claim.  The  GOP  calls  it  an- 
*  sign  of  Clinton's  love  of  "liberal  judges" — 
;chphrase  Dole  echoed  in  recent  days. 
tUS  OF  CRITICS.  "It's  a  reach  to  convince 
le  that  the  economy  is  bad,"  concedes  one 
iblican  insider.  "But  the  attack  on  liberal 
es  showcases  how  Clinton  has  the  wrong 
is."  Dole  hopes  that  stirring  voter  anxieties  ~ 
t  social  decay  will  boost  his  campaign.  That's  why  in 
;h,  Dole  joined  the  chorus  attacking  a  federal  judge  in 

York,  Harold  Baer  Jr.,  a  Clinton  nominee.  His  sin:  re- 
ig  to  admit  as  evidence  a  cocaine  cache  seized  because  of 
;  he  saw  as  an  improper  police  search.  Baer  reversed 
elf  after  Dole,  then  a  me-too  Clinton,  criticized  his  ruling, 
idge-bashing  also  gives  Dole  a  chance  to  show  he's  more 
ervative  than  Clinton  on  hot-button  issues  such  as  axing 
mative  action,  curbing  gay  rights,  making  English  the  of- 


CAPITAL  WRAPUP 


BAER:  Judges  in  the  dock 


ficial  language,  and  protecting  property  rights.  "Federal 
judges  rule  on  issues  ranging  from  assisted  suicide  to  states' 
rights,"  says  gop  strategist  William  Kristol.  "This  is  a  way  to 
point  out  the  striking  differences  between  the  two  candi- 
dates." Indeed,  Dole  was  to  deliver  a  major  speech  Apr.  19  as- 
sailing Clinton  judicial  appointments  and  vowing  to  name 
trusted  conservatives  to  the  bench. 

Traditionally,  voters  consider  the  gop  tougher  on  crime. 
But  Clintonites  predict  Dole's  attacks  will  fizzle.  The  President 
gained  cover  by  winning  passage  of  an  anti- 
crime  bill  that  promised  to  put  100,000  new 
cops  on  the  street  and  stiffened  federal  sen- 
tencing guidelines.  He's  also  on  the  popular 
side  of  the  assault-weapons  ban,  which  Dole — in 
a  nod  to  his  National  Rifle  Assn.  allies — has 
pledged  to  overturn.  And  progressives  consider 
the  'liberal  judges"  rap  laughable.  Unlike  Pres- 
ident Reagan,  Clinton  has  been  notoriously  lax 
in  screening  judicial  appointees  for  ideological 
purity.  Most  of  his  picks  have  been  moderates. 

Dole's  portrait  of  out-of-control  criminals  also 
seems  out  of  touch  with  reality.  Statistics  show 
that  violent  crimes  leveled  off  under  Clinton,  af- 
ter rising  under  Presidents  Reagan  and  Bush. 
And  the  White  House  could  point  to  plenty  of 
GOP  jurists  who  appear  as  soft  on  crime.  "Re- 
publicans are  creating  a  red  herring  with  judges 
because  our  record  on  crime  is  good,"  says 
Clinton  campaign  aide  Joseph  Lockhart.  "People  won't  buy  it." 

Maybe  not,  but  others  don't  dismiss  the  scare  campaign  so 
easily.  "Republicans  resonate  with  voters  when  they  resort  to 
Willie  Horton  issues,"  says  Rutgers  University  political  sci- 
ence professor  Ross  K.  Baker.  With  polls  showing  that  crime 
remains  high  on  voters'  fists  of  concerns,  Josephine  Brown 
may  soon  get  her  15  minutes  of  fame — adding  a  polarizing 
new  note  to  what  already  figures  to  be  an  ugly  campaign. 

With  Catherine  Yang 


PINK  SLIPS,  SILVER  LININGS 


SRISTMAS  IN  AUGUST 

Senators  eager  to  bypass  new 
:bs  on  lobbyists'  gifts  have  a  pal  in 
nate  Ethics  Committee  Chairman 
tch  McConnell  (R-Ky.).  He  wants 
waive  the  rules  during  August's 
mocratic  and  Republican  conven- 
ns  so  lobbyists  can  hand  out  free- 
;s  such  as  sports  tickets  and  hotel 
lys.  McConnell  says  a  waiver  is 
eded  because  his  panel  can't  handle 
)res  of  queries  on  what  gifts  are 
jal.  Public  Citizen  calls  the  plan  "a 
ip  in  the  face  of  the  public." 


►  The  National  Association  of  Manu- 
facturers has  mounted  a  counteroffen- 
sive  to  all  the  headlines  about  layoffs. 
A  new  nam  white  paper  claims  rising 
U.  S.  competitiveness  and  worker 
productivity,  lower  interest  rates, 
regulatory  reform,  and  low  inflation 
will  boost  wages  and  the  standard  of 
living  into  the  next  century.  Media 
coverage  "is  inflammatory,"  gripes 
nam,  which  says  workers  should  stop 
feeling  like  "victims"  and  focus  on 
ways  to  thrive  in  the  new  economy. 


BILL  AND  LIDDY? 

►  Though  the  President  enjoys  a  50% 
to  42%  lead  over  Bob  Dole  in  a  new 
Presidential  poll,  the  public  has  a  dif- 
ferent preference  for  First  Lady.  An 
Apr.  11-14  survey  by  Lansing  (Mich.)- 
based  epic/mra  found  Elizabeth  Dole 
outpolling  Hillary  Rodham  Clinton, 
43%  to  36%.  The  First  Lady  took  the 
women's  vote  by  10  points,  while  Lid- 
dy  Dole  won  nearly  2  to  1  among  men. 
Only  5%  of  Dole  voters  said  they  pre- 
fer Hillary,  but  13%  of  Bill  Clinton 
supporters  defected  to  Liddy. 
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INDIA 


MODERN  INDIA  HAS 
BEEN  PUT  ON  HOLD 

A  backlash  against  reform  stalls  an  unfinished  agenda 


It's  7  a.m.,  and  the  hot  sun  is  starting 
to  cook  the  Bhanwarsingh  squatter 
settlement  near  New  Delhi.  As  a 
stream  of*  people  pump  water  from  a 
communal  well,  Bharatiya  Janata  Party 
(bjp)  politician  Sushma  Swaraj  launches 
into  a  speech  denying  the  ruling  Con- 
gress Party.  "Congress  hasn't  given  you 
enough  food  to  eat  or  a  place  to  live," 
she  shouts  to  an  audience  of  100  people. 

For  the  190  million  Indians  who  live 
below  the  poverty  line,  five  years  of 
economic  reforms  haven't  improved  their 
standard  of  living.  Shantytowns  such  as 
Bhanwarsingh  still  dot  the  urban  land- 
scape. Millions  of  poor — who  get  by  on 
less  than  $9  a 
month — believe  that 
only  the  elites  have 
benefited  from  Prime 
Minister  PV. 
Narasimha  Rao's  re- 
forms. The  middle 


SCANDAL-PLAGUED 

Tepid  support  for 
Rao  may  force  him 
into  a  coalition 


class,  meanwhile,  is  fed  up  with  what  it 
sees  as  the  moral  rot  of  Congress. 

With  support  for  Rao  so  tepid,  the 
most  likely  result  of  three  days  of  vot- 
ing that  begins  on  Apr.  27  and  will  finish 
on  May  7  will  be  a  frail  coalition  gov- 
ernment led  by  Congress.  In  the  oppo- 
ition  will  be  an  energized  rjp,  led  in  the 
■ction  campaign  by  party  president 
K.  Advani.  The  government  may  be 
jak  that  it  won't  be  able  to  pursue 
idl  changes  in  labor  laws,  privatiza- 
n  of  the  state  sector,  reduction  of  the 
t.iI  deficit,  and  reform  of  the  finan- 


cial industry.  "Everything  is  on  hold," 
says  Alok  Vajpeyi,  director  of  research 
at  investment  bank  bzw  India. 

A  big  slowdown  in  reforms  raises  the 
risk  that  ballooning  fiscal  deficits  will 
cause  a  crisis.  When  Rao  took  power 
in  1991,  he  gave  Finance  Minister  Man- 
mohan  Singh  the  go-ahead  for  an  ambi- 
tious overhaul  of  India's  socialist-inspired 
economy.  Now,  the  rocky  political  land- 
scape is  slowing  privately  funded  infra- 
structure projects  in  power,  telecommu- 
nications, ports,  and  roads.  Last  year's 
growth  of  6%  and  8  million  new  jobs 
won't  be  enough  to  keep  pace  with  the 
growing  population,  which  is  expected  to 
surpass  China's  around  2020. 
India's  opening  to  the  out- 
side world  could  stall — with 
disastrous  results  for 
growth  and  job  creation. 

Yet  enthusiasm  for  further 
change  has  waned.  Short- 
term  interest  rates  have 
soared  to  20%  as  the  gov- 
ernment has  attacked  infla- 
tion. That  has  hurt  many 
businesses  even  as  foreign- 
ers move  in  on  their  turf. 
Over  the  past  year,  high-pro- 
file investments  by  Enron 
Corp.  and  PepsiCo  Inc.  have 
been  targets  for  anti-reform 
leaders.  Now,  even  business- 
people  are  turning  more  pro- 
tectionist. "Indian  industry 

C needs  more  time  to  be  com- 
petitive," says  Lalit  Mohan 
Thapar,  chairman  of  papermaker  Bal- 
larpur  Industries  Ltd.  The  tight-mon- 
ey policy  that  has  squeezed  wholesale 
inflation  below  5%  has  forced  Ballarpur 
to  put  a  $300  million  paper  mill  on  hold. 
"BIG  FEAR."  Multinationals  are  bearing 
the  brunt  of  the  frustration.  Enron  had 
to  renegotiate  a  $2.8  billion  power  sta- 
tion after  an  opposition  coalition  took 
office  in  the  state  of  Maharashtra.  Pep- 
si's kfc  braved  protests  and  saw  one 
of  its  outlets  briefly  closed.  Now  that 
foreign  companies  can  increase  their 
stakes  to  51%,  up  from  40%,  in  most 


industries  and  even  100%  in  othe 
some  locals  worry  that  foreigners  ; 
about  to  run  roughshod  over  the 
"There  is  a  big  fear  that  the  countrj 
being  sold  too  cheaply,"  says  Mrityun 
Athreya,  a  consultant  in  New  Delhi. 

In  infrastructure,  where  the  ] 
agrees  with  Congress  on  the  need 
foreign  investment,  progress  has  be 
slow.  "The  foremost  task  for  any  n 
government  will  be  to  set  credil 
rules  of  the  game  for  attracting  priv 
investment  into  infrastructure,"  c< 
ceded  Singh  in  an  interview  with  BL 
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3  week.  For  instance,  telecommu- 
tions  policy  has  witnessed  numer- 
reversals,  with  some  companies 
aped  of  licenses  they  had  won  in 
petitive  bidding  after  a  sudden 
ige  in  rules.  "Decisions  are  still 
ely  embroiled  with  politics,"  says 
Medappa,  managing  director  of 
West  (India)  Pvt.,  whose  company 
two  of  five  cellular  franchises  it 
after  the  government  changed  the 
s  last  year,  at&t,  Bell  Atlantic,  and 
lex  also  have  been  frustrated  in 
:  to  crack  the  market. 


HINDU  NATIONALIST 

«#|  The  BJP  party  of  L.K. 
Advani  (center)  isn't 
expected  to  win 

Most  discouraging  for  re- 
formers is  the  realization  that 
the  backlash  has  set  in  even 
before  India  has  undertaken 
the  most  painful  changes  on 
the  agenda.  The  government 
has  not  yet  touched  sacro- 
sanct labor  laws  that  make  it 
virtually  impossible  for  any 
company  employing  more 
than  20  workers  to  shed  la- 
bor. "It  is  going  to  be  a  very, 
very  long  haul,"  says  Bibek 
Debroy,  who  heads  a  team 
backed  by  the  Finance  Min- 
istry that  is  trying  to  revise 
commercial  laws. 

India  also  must  come  up 
with  a  policy  to  deal  with  the 
state  sector.  About  200  of  the 
country's  220  centrally  owned 
companies  are  chronic  mon- 
ey-losers. The  situation  is 
even  worse  for  the  companies 
owned  by  individual  states. 
Heavy  borrowing  by  govern- 
ment companies — $60  billion 
from  the  central  government 
alone — drives  up  interest 
rates  throughout  the  econo- 
my. With  interest  payments 
swallowing  just  over  half  of 
government  revenues — and 
nearly  equivalent  to  the  siz- 
able fiscal  deficit  of  5.6%  of 
GDP — a  radical  privatization 
program  would  free  up  mas- 
sive resources  for  social 
spending  and  infrastructure. 
But  even  Singh  vows  the 
government  will  stick  to  its 
policy  of  keeping  at  least  51% 
ownership  of  most  state  com- 
panies. 

For  all  the  hesitation,  nei- 
ther Congress  nor  the  bjp  will  turn  back 
the  reforms  that  have  already  taken 
place.  Some  hardy  investors  take  the 
view  that  they  must  be  in  India  no  mat- 
ter how  glacial  the  rate  of  change.  Con- 
sumer-goods companies  such  as  Baskin- 
Robbins  International  Co.  and 
McDonald's  Corp.  are  moving  in  despite 
antiforeign  sentiment. 

Indeed,  some  portfolio  investors  have 
turned  bullish  on  India.  Foreigner's  have 
poured  $1.2  billion  into  the  long-de- 
pressed Bombay  exchange  so  far  this 
year,  betting  that  many  of  India's  com- 


panies will  benefit  from  the  reforms  al- 
ready in  place.  That's  nearly  as  much  as 
in  all  of  1995,  and  it  has  helped  the 
market  rise  more  than  25%  from  its 
January  low.  And  politicians  are  hopeful 
that  direct  and  portfolio  investment  will 
increase  far  above  last  year's  $2  billion. 
"In  the  next  two  or  three  years,  the 
flow  of  foreign  investment  can  rise  to  at 
least  $10  billion,"  comments  Finance 
Minister  Singh. 

RAMBLING  ALONG.  As  India  rethinks  its 
reform,  however,  the  result  is  certain 
to  be  a  slower  pace  of  change,  and  that's 
what  could  prove  so  crippling.  Meager 
growth  may  not  be  enough  to  help  the 
poor  squatters  in  the  Bhanwarsingh  set- 
tlement in  New  Delhi  and  their  even 
poorer  cousins  in  rural  agricultural  ar- 
eas. To  help  them,  the  government 
needs  a  stronger  economy,  in  part  to 
pay  for  more  social  services  such  as 
schools  and  hospitals. 

As  the  world's  largest  democracy,  In- 

CHANGING  ATTITUDES 
TOWARD  CHANGE 

•  Protectionist  sentiment  is  build- 
ing among  some  business  leaders 
who  are  losing  out  to  foreigners 
with  access  to  cheaper  capital 

•  Opposition  is  building  to  allowing 
foreign  companies  majority  owner- 
ship of  joint  ventures 

•  Politically  powerful  labor  unions 
are  helping  to  prevent  changes  in 
laws  that  virtually  forbid  layoffs 

•  Widespread  opposition  has  led  to 
postponement  of  privatization  of 
state  enterprises 

•  Infrastructure  projects  remain 
stalled  despite  an  apparent  consen- 
sus among  politicians  of  all  parties 
that  they  must  proceed 

DATA:  BUSINESS  WEEK 

dia  rambles  along  at  its  own  pace — one 
that  requires  political  consensus  of  a 
sort  that  autocratic  neighbors  haven't 
had  to  worry  about. 

The  risk  now  is  that  India's  reforms 
will  get  stuck  halfway  at  the  same 
time  global  competition  gets  ever 
stronger.  For  India,  the  soft  path  of  re- 
form has  worked  well  so  far.  But  politi- 
cians may  discover  that  if  they  don't 
move  faster,  they'll  find  even  more 
trouble  ahead. 

By  Mark  L.  Clifford  in  New  Delhi, 
with  Manjeet  Kripalani  in  Bombay 
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THE  HOT  SPOTS 
CLINTON  SKIPPED  OVER 

China's  aggressiveness  spurs  the  arms  race  in  Southeast  Asia 


When  President  Clinton  left  Asia 
on  Apr.  18,  he  had  struck  a  blow 
for  stability.  By  agreeing  to  re- 
deploy U.  S.  forces  on  Okinawa  while 
maintaining  troop  levels  of  47,000,  he 
drew  Japan  into  a  tighter  security  em- 
brace to  counterbalance  China's  mount- 
ing power.  Having  also  just  displayed  its 
naval  clout  in  the  Taiwan  Strait,  the 
U.  S.  felt  it  had  solidified  a  credible  se- 
curity framework  for  the  region. 

But  an  important  item  on  Asia's  se- 
curity agenda  didn't  receive  the  same 
attention.  Clinton's  itinerary  skipped 
Southeast  Asia,  a  vast  region  of  400 
million  people,  also  groping  for  a  mili- 
tary response  to  China.  For  years,  In- 
donesia,  Malaysia,  the 
Philippines,  Singapore, 
and  Thailand  have  been 
building   their  military 
punch.  But  they  lack  any 
formal  security  arrange- 
ment, and  they're  more 
ambivalent  toward  U.  S. 
military  forces  than  Japan 
or   South    Korea.  The 
Philippines'  expulsion  of  American 
troops  in  1992  is  a  case  in  point. 
TENSION.  Now,  however,  the  search  for 
security  is  taking  on  new  urgency  be- 
cause of  what  some  refer  to  as  the 
"X-factor,"  or  the  unpredictable  ac 
tions  of  China,  such  as  its  missile 
tests  off  Taiwan  in  March.  "The 
Taiwan  issue  has  brought  about 
a  heightened  awareness  of  the 
region's  vulnerabilities,"  says 
Singapore's  former  Prime 
Minister  Lee  Kuan  Yew 
(page  57). 

The  region's  flash  point 
is  the  contested  Spratly 
island  chain.  Oil  claims 
there  have  led  in  the 
past  to  tension  be- 
tween China  and  the 
Philippines  and  cur- 
ntly  between  Chi- 
and  Vietnam.  In 
April,  Vietnam 
ed  an  offshore 
ssion  to  Cono- 
in  Houston 
■  I    e  for  oil 
ts.  But  Bei- 


jing said  the  area  belongs  to  China  and 
that  Crestone  Energy  Corp.  of  Denver 
had  rights  to  it. 

Despite  China's  far-reaching  claims, 
members  of  the  Association  of  Southeast 
Asian  Nations  (asean),  now  including 
Vietnam,  are  loath  to  form  a  unified 
military  front  for  fear  of  unnecessarily 
antagonizing  Beijing.  "It  is  dangerous 
of  us  to  talk  of  China  as  a  threat,  as 
such  talk  could  become  a  self-fulfilling 
prophecy,"  says  Lee  Lai  To,  vice-chair- 
man of  the  Singapore  Institute  of 
International  Affairs. 

That  leaves  the  South- 
east Asians  with  no 
consensus 


on  how  to  use  the  new  weapons — or  h 
to  overcome  mutual  distrust.  After  ye 
of  focusing  on  internal  insurgencies 
threats,  now  they  are  turning  outward 
defend  their  waters  and  airspace.  "Ei 
though  they  [Southeast  Asian  arsen; 
are  modest,  they  do  change  the  charac 
of  what  can  happen  in  the  tight  airspa 
and  choke  points  of  Southeast  Asia,"  s; 
Patrick  Cronin,  an  Asian  arms  exp 
at  the  National  Defense  University 
Washington. 

Singapore  and  Thailand  are  each  b 
geting  about  $4  billion  for  defei 
spending  this  fiscal  year.  Wl 
Malaysia,  the  Philippines,  Indone 
and  Vietnam  are  spending  less 
they  are  also  avid  consumers 


A  SAMPLING 
OF  WHAT 

SOUTHEAST  ASIANS 
ARE  BUYING: 
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lilitary  hardware.  Consider  the  buy- 
spree:  flocks  of  MiG-29s,  FA-18  Hor- 
I  and  F-16  Fighting  Falcons,  a  small 
raft  carrier,  dozens  of  attack  heli- 
;ers  and  armored  combat  vehicles, 
tens  of  thousands  of  missiles  and 
chers.  Next  on  the  region's  shopping 
are  submarines — by  one  estimate,  20 
rin  the  next  decade.  Such  naval  pow- 
:ould  give  the  asean  countries  the 
on  to  block  important  shipping  lanes. 
IMON  LANGUAGE.  To  prevent  acci- 
ts  among  themselves,  the  Southeast 
ins  are  building  informal  networks  of 
acts  among  their  militaries  and  in- 
gence  agencies.  Generals,  for  exam- 
exchanged  telephone  and  fax  num- 
!  this  year  for  the  first  time.  Their 
1  goal  is  to  find  a  common  radio  fre- 
icy — and  language — to  communicate. 
I  of  them  make  contested  claims  to 
islands  of  the  South  China  Sea. 
hese  issues  are  high  on  asean's 
ida  and  that  of  asean  Regional  Fo- 
i,  a  discussion  group  for  generals, 
re  has  also  been  a  flurry  of  bilateral 
on,  such  as  a  mutual-defense  pact 
veen  Australia  and  Indonesia  and 
t  maneuvers  between  Thailand  and 
rapore,  combined  with  U.  S.  forces, 
ritics  say  these  steps  are  decidedly 
lest  and  don't  yet  represent  a  credi- 
military  deterrent.  Singapore  in  par- 
lar  is  arguing  that  only  a  deepened 
>.  military  role  can  stabilize  the  re- 
i  internally  and  protect  it  from  ex- 
tal  risks.  Singapore  lets  the  U.  S. 
enth  Fleet  ships  and  jets  use  its  fa- 
ies  as  a  minibase,  compensating  in 
,  for  the  loss  of  Subic  Bay  and  Clark 
Force  bases  in  the  Philippines.  The 
ippines  still  allows  regular  port  calls. 
!ut  Indonesia,  Malaysia,  and  Thai- 
I  remain  wary.  "On  the  one  hand, 
Y  say  they  need  a  U.  S.  military 
sence,"  says  Edy  Prasetyono  at  the 
itre  for  Strategic  &  International 
dies  in  Jakarta.  "At  the  same  time, 
/  don't  want  to  see  any  foreign  mil- 
y  bases  on  their  soil." 
Iven  though  Clinton  didn't  personal- 
iddress  these  issues,  U.  S.  Defense 
ler  Secretary  for  Policy  Walter  B. 
:ombe,  who  accompanied  the  Presi- 
t  to  South  Korea  and  Japan,  later 
mg  through  Southeast  Asian  capi- 
.  He's  likely  to  find  the  Asians  are 
resisting  any  deeper  military  rela- 
ship  with  the  U.  S.  "There  is  a  con- 
sus  that  they  have  to  solve  their 
i  problems,"  says  Alan  Dupont  of 
itralia's  Strategic  &  Defense  Stud- 
Center.  But  if  there  is  a  flare-up  of 
sion  with  China,  the  consensus  could 
t.  Time  again  for  the  Seventh  Fleet. 
ly  Pete  Engardio  in  Singapore  and 
ri  Prasso  in  New  York,  with  Michael 
',ri  in  Jakarta,  Frederik  Balfour  in 
mi,  and  bureau  reports 


SINGAPORE'S  SENIOR 
MINISTER  ON  ASIA'S  FUTURE 


Former  Singapore  Prime  Minister  Lee 
Kuan  Yew  is  one  of  Asia's  most  can- 
did commentators.  Recovering  from 
his  second  angioplasty  operation,  the 
72-year-old  Lee  shared  his  views  with 
business  week  Assistant  Managing 
Editor  Robert  J.  Dowling  and  Corre- 
spondent Pete  Engardio. 

Q:  The  U.  S.  is  increasingly  relied 
upon  to  maintain  stability  in  Asia. 
Wliat  is  Asia's  contribution? 
A:  What  can  an  Asian  country  do? 
Open  up  its  markets  and  have  a  more 
level  playing  field  to  encourage  U.  S. 
exports  and  investments.  That  in- 
volves Americans  in  the  economic 
transformation  of  the  whole  region.  In 
the  area  of  security,  Japan  and  South 
Korea  should  cany 
more  of  the  local  costs 
in  their  countries,  and 
persuade  other  coun- 
tries that  it  is  in  their 
interest  to  give  Ameri 
can  forces  access  to 
their  facilities. 


MISSILE  TESTS:  Not  theater 


Q:  Are  China's  actions 
over  Taiwan  any  indi- 
cation of  how  it  will 
deal  with  other  region- 
al  issues? 

A:  Taiwan  is  seen  as  a  Chinese-Chi- 
nese issue.  All  countries  in  asean  [As- 
sociation of  Southeast  Asian  Nations] 
accept  the  one-China  policy  and  do  not 
consider  the  cross-straits  tensions  as 
international  tension.  Had  there  been 
tension  between  China  and  the  Philip- 
pines, that  would  be  very  different. 

We  have  to  accept  the  reality  that 
there  is  no  combination  of  forces  in 
asean  that  could  stand  up  to  a  mili- 
tary confrontation  with  China.  Unless 
there  is  an  outside  force,  such  as 
America,  there  can  be  no  balance  in 
the  region.  The  Taiwan  issue  has 
brought  about  a  heightened  awareness 
of  the  region's  vulnerabilities. 

Q:  Do  you  think  China  miscalculated 
with  its  missile  tests? 
A:  No,  I  don't  think  so.  No  leadership 
in  China  will  be  able  to  survive  if  Tai- 
wan moves  away  and  becomes  sepa- 
rate. It's  too  big,  too  emotional  a  sym- 
bol of  national  unity.  They  have  given  a 
signal  to  the  U.  S.,  Japan,  and  Taiwan 
that  they  are  prepared  to  fight.  They 
wanted  everyone  to  know  that  this  is 


important  to  them.  This  is  not  the- 
atrics. It  is  for  real. 

Q:  Will  the  Chinese  beJiave  in  a 
similar  way  in  the  Spratlys? 
A:  That's  different.  When  the 
Chinese  went  to  Brunei  last  summer, 
they  said:  "We  will  talk.  We  will  abide 
by  the  U.  N.  Law  of  the  Sea."  That 
was  a  major  commitment  made  collec- 
tively to  all  asean  members.  Once  you 
accept  the  Law  of  the  Sea,  then  you 
have  certain  rules  and  guidelines.  That 
makes  it  an  international  issue,  not  a 
China-China  issue. 

Q:  Is  there  a  payback  to  the  Ameri- 
cans for  defendhig  Asia  ? 
A:  America's  presence  is  not  altogeth- 
er altruistic.  The 
amount  of  leverage 
the  U.  S.  has  enjoyed 
in  negotiations  of  gatt 
[General  Agreement 
on  Tariffs  &  Trade]  or 
the  wto  [World  Trade 
Organization]  is  a  re- 
sult of  the  security 
and  diplomatic  role 
she  plays.  If  America 
didn't  play  such  a  role, 
"  she  would  not  have 
gotten  the  solid  support  she  has  had  in 
East  Asia  and  will  continue  to  have. 

Q:  Bid  thei'e's  a  growing  backlash 
against  globalization  in  the  U.  S.  and 
otfier  countries. 

A:  That  is  a  worldwide  phenomenon 
caused  by  modern  technologies  that 
make  jobs  so  easily  transferable.  It's 
not  just  America  that  faces  this  prob- 
lem. We  do,  too.  Many  of  the  jobs  we 
have  been  doing  are  now  being  relo- 
cated to  Malaysia  or  Indonesia. 

Q:  Do  the  shifting  signals  in  Washing- 
ton's policy  concern  you? 
A:  Asians  are  fearful.  [Former  De- 
fense Dept.  official]  Joseph  S.  Nye  Jr. 
used  the  term  "strategic  ambiguity," 
and  he  explained  the  advantages.  Two 
months  later,  [the  State  Dept.'s]  Win- 
ston Lord  said:  "Strategic  clarity,  but 
tactical  ambiguity."  We  are  left  won- 
dering what  that  last  extrapolation 
means.  We  have  to  put  up  with  it. 

Q:  Are  you  fundamentally  pessimistic? 
A:  Some  people  say  I'm  a  worrier. 
Would  you  not  worry? 


International  Business 


ITALY 


FULL  STEAM  AHEAD 
FOR  DIESEL 

Will  its  pricey  jeans  and  outrageous  ads  succeed  in  the  U.S.? 


Sumo  wrestlers  kissing.  A  row  of 
chimpanzees  giving  the  fascist 
salute.  Inflatable  naked  dolls  at  a 
board  meeting  with  a  hugely  obese  ceo. 
Parents  advised  that  "teaching  kids  to 
kill  helps  them  deal  directly  with  reali- 
ty." When  it  comes  to  outrageous  ad- 
vertising, Italy's  Renzo  Rosso  wrote  the 
book.  "At  first  people  thought  we  were 
crazy,  but  to  make  good  ads  you've  got 
to  take  risks,"  says  Rosso,  the  chief  of 
Europe's  hottest  marketer 
of  blue  jeans. 

Clearly  the  41- 
year-old  Rosso  is 
on  to  something 
with  his  campaign, 
which  pushes  to 
the  outer  limits  the 
offbeat  approach  of 
early  ads  by  fellow- 
Italian  apparel  maker 
Benetton.  From  just 
$9  million  in  sales  in 
1985,  Diesel  last  year 
sold  $350  million  worth 
of  jeans,  sweat  shirts, 
and  T-shirts,  while  prof- 
its reached  $35  million. 
The  jeans  come  in  mod- 
els from  skin-tight  de- 
signs to  flares.  European 
teens  love  the  ads  and  the 
apparel,  which  is  reminis- 
cent of  the  1960s  and  commands  high 
prices:  Jeans  start  at 
SHOWCASE.  Rosso  wants  to  use  the 
same  formula  to  push  up  annual  U.  S. 
sales  from  $15  million  now  to  $100  mil- 
lion by  1999.  Diesel  apparel  is  already 
available  in  chains  like  Macy's,  but 
Rosso  plans  to  widen  distribution  by 
opening  some  100  directly  owned  Diesel 
stores  in  the  next  four  years.  In  March, 
the  first  Diesel  megastore  in  the  U.  S.,  a 
cavernous  two-story  showcase  replete 
with  a  coffee  bar  and  full-time  deejay, 
was  inaugurated  on  New  York's  Lex- 
ington Avenue.  The  grand  opening  in- 
id  miniskirted  models  dancing  in 
hi  windows  and  an  all-night  party  for 
>eople. 

says  the  store  is  ringing  up 
•  '0,000  daily,  and  he  plans  open- 
in  San  Francisco  and  Miami  next 
1  :i  skeptics  are  already  wondeiing 


how  far  Diesel  can  go  in  the  U.  S.  The 
spectacular  Manhattan  store,  situated 
near  Bloomingdale's,  "gets  an  A  for  vi- 
sual design,"  says  Alan  Millstein,  a  fash- 
ion consultant  and  editor  of  the  Fashion 
Network  Report.  "But  the  merchandise 
is  a  disaster.  Europeans  don't  under- 
stand the  American  market."  Millstein 
says  Diesel  jeans  and 
apparel  may 


ing  their  shoppers  want  a  total  fash 
look,  not  basic  apparel. 

Diesel's  ad  tactics  could  be  a  probli 
Its  prankish  campaigns  have  not  alw 
had  the  desired  effect  among  politic; 
correct  or  puritanical  Americans.  Th 
years  ago  the  company  had  to  wi 
draw  from  the  U.  S.  a  series  of  satir 
ads  that  applauded  smoking  and  £ 
ownership  with  slogans  such  as:  " 
cigarettes  a  day  will  give  you  that  s< 
cough  and  win  you  new  friends."  1 
marketing  director  Maurizio  March! 
who  concocts  the  ads  in-house,  still 
fends  that  1993  campaign,  maintain 
that  "you're  never  going  to  get  smok 
to  quit  by  telling  them  off,  so  you  mi 
as  well  make  fun  of  them 
Although  the  smoking 
are  history,  Diesel  is  s 
running  unorthodox  adv 
tising  on  MTV  and  in  pu 
cations  such  as  Mr 
Rolling  Stone,  Vibe,  i 
tails,  and  the  gay  ma 
zine  Out.  In  the  k 
term,  say  industry  ins 
ers,  Diesel  might  h; 
to  tone  down  its  a 
paigns  as  it  goes  afte 
broader  market.  "T 
will  never  happen," 
jects  Rosso,  who  si 
his  ads  reflect 
essence  of  Diesel's 
reverent  youth  c 
ture.  At  the  Mol 
na  headquarters 
average  age  of  e 
ployees  is  25,  exe 
fives  sport  shoulc 
length  hair  anc 
three-day  stub! 
and  the  design  si 
holds  its  meetii 
at  the  in-house  ( 
fee  bar.  "The  Dit 
style  is  my  lifestj 
says  Rosso,  v\ 
rides  to  work  oi 
motorcycle  and  list* 


DREAMING 

Rosso  (left) 
wants  to  storm 
the  U.S.  by 
opening  100 
directly  owned 
Diesel  stores 


sell  in  rich  New  York  but  won't  find  a 
market  in  middle  America,  where  mod- 
erately priced  apparel  from  Gap  and  Ur- 
ban Outfitters  sells  briskly.  And  Levi 
Strauss  &  Co.  is  into  retail,  too:  One 
Manhattan  store  is  opposite  Diesel. 
Diesel  executives  are  not  concerned,  say- 


Ducati  Monster 
to  heavy  metal  music. 

A  native  of  the  nearby  fanning  to 
of  Brugine,  Rosso  joined  Diesel's  par 
company  as  a  lowly  supervisor  in  i 
1970s.  Diesel  then  was  a  tiny  produ 
of  sportswear  for  other  labels.  Work 
his  way  to  the  top,  in  1985  Ro: 
bought  out  the  old  owners  and  rebi 
the  Diesel  brand  from  scratch. 
Diesel's  sole  owner,  Rosso  has  certai 
come  a  long  way  from  his  humble  ( 
gins.  Now  he  has  to  prove  his  mix 
off-the-wall  marketing  and  hip  fashior 
a  formula  for  the  long  haul. 

By  Silvia  Sa7isoni  in  Molvt 
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IN    I  810,   we   began  PROTECTING 


PEOPLE  from  FIRE.   IN   1  930,   it  was  CROP  DAMAGE 


TODAY,  it's  MISPERCEPTIONS. 


MANAGED 
DISABILITY 


Over  the  years,  we've  innovated  products  to  protect 
our  customers  from  practically  everything.  Including  the 


misperceptions  of  a  disability. 


You  see,  we  believe  people  who  are  disabled  can  accomplish  even  the  most  challenging 
ks.  And  that's  why  we  developed  our  Managed  Care  and  Managed  Disability- two 
>grams  that'll  help  your  company  control  costs,  as  well  as  get  injured  employees  bach 
work  faster.  If  they  can  no  longer  perform  their  old  job,  we'll  help  find  one  more 
ted  to  their  abilities. 

After  200  years  of  insuring  companies,  there's  one  thing  we've  learned  at  The 
irtford.  Buildings  and  equipment  can  be  replaced.  But  good  employees  aren't  so  easy. 

r  OUR  WEB  site  AT  http;//www  itthartford  com 


No  One's 
Better 
Prepared  for 
Tomorrow. 


Urn 

ITT  HARTFORD 


Seems  everything's  getting  bigger  these  days.  You  know,  bigger  software  programs,  bigger  files, 
■    that  multimedia  stuff.  Where  are  you  going  to  put  it  all?  On  your  Iomega  Zip"  drive.  The 
:py  drive  for  the  multimedia  age.  The  Zip  drive  hooks  right  to  your  computer— Mac  or  PC. 
each  Zip  disk  holds  100  megabytes  of  stuff.  Plus,  it's  all  easy  to  use  and  install  thanks  to  Zip 
file  management  software,  free  with  your  Zip  drive  purchase.  Buy  a  Zip  today  and  give 
room  to  grow.  Or,  if  you  prefer,  room  to  really  grow. 

BECAUSE     IT'S     YOUR     STUF  F. 


The  One  Drive 
For  All  Your  Stu1 

Endless  storage  sp 
Hard  drive  expans; 
Portable  files. 
Fast,  easy  backu 


100MB  disks 
for  as  low  as  $14. 

Perfect  for  home  st 
school  stuff,  and  worl 
One  disk  holds 
as  much  as  70  flopi 


Get  your  Zip  stuff 

Comp  USA 

Micro  Center 

Best  Buy 

PC&Mac  Connectior 
800-600-8352 


Iomega 


the  Iomega  logo,  and  Zip  are  trademarks  ol  the  Iomega  Corporation.  Prices  listed  are  estimated  street  prices.  Actual  prices  may  vary. 


iternational  Outlook 


fED  BY  STANLEY  REED 


ENEZUELA:  AN  OVERNIGHT  CONVERSION 
9  THE  FREE  MARKET 


rhen  President  Rafael  Caldera  announced  a  package 
of  free-market  reform  measures  on  Apr.  15,  many 
Venezuelans  could  be  forgiven  for  thinking  they  were 
ning  to  the  wrong  President.  Since  taking  power  in  ear- 
)94,  the  populist  Caldera  has  hobbled  the  economy  with 
ange  and  price  controls  and  other  government  interven- 
But  a  protracted  economic  crisis,  deepened  by  the  failure 
s  policies,  has  left  him  no  choice  but  to  try  to  unshackle 
izuela's  economy.  "This  is  one  country  that  tried  to  turn 
the  clock  and  realized  it  wouldn't  work,"  says  Suhas  L. 
car,  co-head  of  emerging-market  eco 
ics  at  investment  banker  cs  First  a> 
on. 

aldera's  flip-flop  should  send  a  crucial  I 
sage  to  the  rest  of  Latin  America  as  " 

Signs  of  a  backlash  against  the  free 
■cet  have  been  appearing  in  the  region, 
1  Argentine  riots  against  provincial 
ding  cuts  to  Mexico's  curbs  on  foreign 
ers  in  petrochemical  privatizations.  But 
[era's  forced  about-face  is  a  warning 

Latin  problems  can't  be  solved  by  re- 
ing  to  discredited  statism. 
IUS  TEST.  Caldera's  key  moves,  after 
ths  of  tense  negotiations  with  the  In-  ~ 
ational  Monetary  Fund  and  World  Bank,  include  pledges 
?move  tight  controls  on  currency  and  interest  rates  that 
;  scared  oft"  investors.  He  also  says  he  will  gradually  lift 
?  controls,  raise  value-added  tax  rates  to  narrow  the 
ret  deficit,  and  slash  gasoline-price  subsidies  that  have 
i  costing  $680  million  annually.  In  return,  the  IMF  is  ex- 
ed  to  pledge  a  standby  loan  of  around  $2.5  billion,  with 
tional  support  from  the  World  Bank  and  Inter-American 
elopment  Bank. 

ame  analysts  remain  skeptical  of  Caldera's  free-market 
■ersion.  One  litmus  test  will  be  his  willingness  to  make 
ful  spending  cuts  if  the  reforms  initially  brake  the  econ- 


CALDERA:  His  populism  flopped 


omy  and  shrink  tax  revenues,  as  seems  likely.  Another  wor- 
ry is  the  risk  that  rising  interest  rates  will  further  weaken  al- 
ready battered  banks.  Investors  will  be  watching  for  signs  of 
Caldera's  determination  to  push  ahead  with  often  delayed 
privatizations  of  major  state-run  concerns,  including  power 
companies  and  aluminum  producers,  and  the  sale  of  the  gov- 
ernment's remaining  49%  stake,  worth  an  estimated  $1.5  bil- 
lion, in  telephone  company  cantv. 

EAT  HIS  WORDS.  The  turnabout  is  requiring  Caldera,  80,  to 
eat  quite  a  few  of  his  own  words.  While  he  has  long  vowed 
never  to  go  to  the  IMF  "on  bended  knee," 
the  IMF  hung  tough  on  conditions  such  as 
freeing  the  bolivar  and  cutting  gasoline  sub- 
sidies. Gasoline  price  hikes  were  the  issue 
that  touched  off  bloody  riots  in  1989  and 
derailed  former  President  Carlos  Andres 
Perez'  previous  attempt  at  market  reforms. 

There  will  almost  certainly  be  protests 
against  Caldera's  reform  measures.  With 
strikes  for  higher  wages  already  under  way, 
the  easing  of  price  controls  may  stir  more 
social  unrest  by  pushing  inflation  to  a  100% 
annual  rate  in  the  short  term,  up  from  57% 
last  year.  Caldera  is  betting,  though,  on  a 
"  shift  in  public  attitudes  since  1989.  With 
the  country  now  in  its  fourth  year  of  recession,  most  Venezue- 
lans appear  to  have  become  convinced  that  a  state-led  econ- 
omy no  longer  works. 

In  other  Latin  American  countries,  despite  protests,  mar- 
ket-based policies  have  gathered  considerable  support,  too. 
"The  real  significance  of  1995  was  not  the  Mexican  peso  cri- 
sis," says  Robert  J.  Pelosky  Jr.,  chief  Latin  American  strate- 
gist at  Morgan  Stanley  &  Co.,  "but  that  reforms  in  Latin 
America  took  their  toughest  blow  and  are  managing  to  go  for- 
ward." Venezuela  could  add  important  momentum. 

By  Jane  Knight  in  Caracas 
and  John  Pearson  in  New  York 


GLOBAL  WRAPUP 


IT  A  FIREBRAND 

Uyril  Ramaphosa,  the  firebrand  for- 
;r  union  leader  and  secretary-gener- 
of  the  African  National  Congress,  is 
ring  up  his  parliament  seat  to  join 
uth  Africa's  biggest  black  business, 
i  will  become  deputy  chairman  of 
:w  Africa  Investments  Ltd.  (nail). 
s  first  task  will  be  to  complete  the 
al  for  the  controlling  stake  in  John- 
is  Industrial  Corp.,  a  holding  com- 
ny  with  big  media  stakes  that  giant 
lglo  American  Corp.  wants  to  sell  to 
)lack-owned  buyer. 


Although  he's  moving  to  the  private 
sector,  Ramaphosa,  43,  will  still  play  a 
key  political  role.  He  will  retain  his  anc 
job  for  at  least  the  next  few  months, 
and  the  Johnnie  deal,  worth  perhaps  $1 
billion,  would  be  the  most  significant 
transfer  of  assets  to  black  control.  But 
Ramaphosa  is  probably  conceding  the 
succession  to  President  Nelson  Mandela 
to  Deputy  President  Thabo  Mbeki  at 
the  end  of  Mandela's  term  in  1999. 

A  DEATH  IN  THAILAND 

►  The  risks  of  doing  business  in  Thai- 
land were  recently  underscored 


when  Saengchai  Sunthornwat,  direc- 
tor of  Mass  Communication  Organi- 
zation of  Thailand  (moot),  was  shot 
dead  by  a  motorcycle-riding  gunman. 
The  police  suspect  the  killing  was 
related  to  the  executive's  activities 
at  mcot,  which  owns  two  Thai  televi- 
sion channels.  Investigators  think 
that  he  may  have  been  killed  in 
revenge  for  recent  layoffs  or  perhaps 
in  retaliation  for  canceling  shows  on 
the  channels.  There  are  said  to  be 
more  than  1,000  professional  assas- 
sins in  Thailand,  charging  $2,000  to 
$4,000  per  hit. 


•2  5050.  Internet:  http://www  Shangri-La.com 
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MANAGEMENT 


THE  VIRTUAL 
OLYMPICS 

How  Billy  Payne  built  a  $1.7  billion  company  out  of  thin  air 


Billy  Payne  had  just  a  few  min- 
utes before  rushing  to  Atlanta's 
airport  to  catch  a  plane  to  Greece. 
There,  in  ancient  Olympia,  the 
chief  executive  of  the  Atlanta  Olympics 
would  watch  the  lighting  of  the  torch. 
But  moments  before  leaving,  the  real 
estate  lawyer  who  first  dreamed  his 
hometown  could  host  the  1996  Summer 
Games  was  poring  over  last-minute  de- 
tails with  a  top  aide. 

Another  revenue  audit  by  the  U.  S. 
Olympic  Committee.  A  supplier's  offer  of 
90,000  dozen  eggs.  A  surprise  $400,000 
surcharge  in  Georgia  Power  Co.'s  rates. 
Key  employees  leaving.  Too  many 
promises  to  would-be  manners  eager  to 
cany  the  torch  on  the  eross-eountry  trek 
to  Atlanta  that  begins  on  Apr.  27.  "Tell 
people  to  find  a  graceful  way  to  get  out 
of  it,"  Payne  ordered.  "That,  or  we'll  be 
running  that  torch  to  the  moon." 

Details.  If  Payne,  48,  puts  together 
enough  of  them  by  July  19,  he  will  have 
built  himself  an  Olympic  Games.  Start- 
ing with  nothing  but  an  inspiration  that 
struck  after  a  1987  church  service, 
William  Porter  Payne  has,  piece  by 
piece,  stitched  the  Atlanta  games  to- 
gether like  a  new  quilt.  With  no  financial 
help  from  the  city  or  the  state,  few  suit- 
able structures,  and  skepticism  galore,  it 
has  been  a  monumental  task. 
OBSESSION.  Such  odds  would  faze  a  lot 
of  people.  But  not  the  indefatigable 
Payne,  whose  previous  management  ex- 
perience consisted  of  raising  $2.5  mil- 
lion for  his  church.  How  did  a  man  who 
had  never  attended  an  Olympics  create 
a  nearly  $2  billion  corporation  out  of 


Olympics 
Inc. 

uoes  ic 
|he  Gol 
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thin  air?  Credit  the  wind-up  of  the 
church's  fund  drive  and  what  he  calls  di- 
vine inspiration.  "I  thought  to  myself: 
'What's  next?'  And  it  just  hit  me,"  says 
the  gregarious  native  Atlantan  and  for- 
mer University  of  Georgia  football  star. 
Payne's  idea  became  an  obsession.  He 
left  his  law  office,  took  out  a  second 
mortgage  on  his  house,  and  sold  T-shirts 
to  raise  the  $7  million  needed  to  prepare 
the  bid. 

Although  Payne  was  completely  in- 
experienced, he  wasn't  naive.  He  knew 
if  Atlanta  won,  he  would  have  to  create 
a  virtual  corporation — call  it  Olympics 
Inc. — from  scratch.  First,  he  recruited 
consultants  McKinsey  &  Co.  to  help 
structure  the  Atlanta  Committee  for 
the  Olympic  Games  (acog)  and  rough 
out  a  budget  that  would  later  reach  $1.7 
billion — $515  million  of  which  would  go 
toward  building  12  facilities  and  an 
Olympic  village.  By  contrast,  the  1984 
Los  Angeles  games'  budget,  also  pri- 
vately funded,  totaled  $546  million,  re- 
quired little  construction,  and  returned 
$223  million  to  the  U.  S.  Olympic  Com- 
mittee and  Los  Angeles  amateur  ath- 
letics groups. 

From  the  start,  it  was  clear  acog 
would  have  to  do  without  government 
money.  Even  before  Atlanta  won  the 
bid  in  September,  1990,  Atlanta's  then- 
Mayor  Maynard  Jackson  told  Payne  not 
to  expect  help.  To  avoid  risking  the  de- 
bacle of  the  1976  Montreal  Olympics — 
when  local  taxpayers  were  stuck  with  a 
$1  billion  bill — Atlanta  city  officials 
^  pointed  to  a  longstanding 
"  state  constitutional  provi- 
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Atlanta 
lawyer 
Billy  Payne  forms  a 
team  to  bid  on  the 
1996  Summer 
Olympics  and 
begins  seeking 
financial  support. 


SEPT.  18, 
1990 

Atlanta  wins. 
Without  govern- 
ment aid,  the  Atlanta 
Committee  for  the 
Olympic  Games 
(ACOG)  will  have 
to  be  self-financing. 


sion  barring  the  city  from  signing  p 
vate  contracts  that  would  bind  succee 
ing  city  councils.  This  meant  that,  unli 
Montreal,  Seoul,  and  Barcelona — whe 
governments  underwrote  the  games 
the  nonprofit  acog  would  bear  the  ris 
If  problems  developed,  ACOG's  credito 
would  be  on  the  hook. 
PAYING  THE  COPS.  Indeed,  rather  th 
offering  money,  Atlanta  is  billing  acc 
It  matters  little  that  locals  will  net  mc 
of  the  games'  estimated  $5.1  billii 
windfall  and  the  free  use  of  several  n« 
structures:  Atlanta  is  charging  aci 
$9.5  million  for  extra  police  and  sanit 
tion,  the  first  city  to  do  so.  The  lack 
support  shocked  many.  "Every  time  \ 
dealt  with  them,  I  felt  dirty,"  says  ; 
acog  source. 
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ACOG  secures  a 
$300  million 
bank  line  of  credit 
from  NationsBank 
that  will  help  it 
organize  and  run  the 
games. 
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sponsorship 
revenues  shoul 
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ut  Payne,  with  full  knowledge  of 
risks  involved,  pledged  from  the 
t  that  the  games  would  cost  tax- 
;rs  nothing.  And  with  the  law  in  ef- 
Atlanta  had  nothing  to  lose  politi- 
'  by  staying  on  the  sidelines.  Susan 
se  Langford,  Atlanta's  director  of 
npic  coordination,  says  the  city  is 
)ly  holding  Payne  to  his  promise, 
says  the  $5.1  billion  economic  effect 
exaggerated"  and  will  come  only 
sr  a  long  period  of  time." 
ortunately,  Atlanta's  private  sector 
picked  up  the  slack.  Among  the  lo- 
cal businesses  spending  up 
to  $40  million  on  sponsor- 
ships are  Coca-Cola,  Home 
Depot,  United  Parcel  Ser- 
vice, and  Delta  Air  Lines. 


r  10, 

3 

mdbreaking 
he  stadium. 
iars,  Payne's 
spend 
ion  build- 
lues  and  an 
illage. 
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From  early  on,  Payne  faced  con- 
stant pressure  to  find  cash.  Although 
he  had  coaxed  an  $8  million  credit 
line  from  Atlanta  banks  early  on, 
that  wasn't  enough  once  the  city  won 
the  bid.  So  in  March,  1991,  Payne 
named  Atlanta  banker  A.  D.  Frazier 
Jr.  acog's  chief  operating  officer  and 
asked  him  to  go  for  the  gold. 

There  was  just  one  problem: 
Since  acog  had  no  assets,  banks 
were  leery.  In  January,  1992,  Fra- 
zier's  persistence — not  to  mention 
his  idea  to  buy  a  custom  "games- 
cancellation"  insurance  policy  from  a 
group  anchored  by  Lloyd's  of  Lon- 
don— secured  acog  a  $300  million 
line  of  credit  from  NationsBank, 
Frazier's  former  employer. 

With  financing  in  place,  Payne 
and  Frazier  could  focus  on  revenue. 
acog's  budget  would  eventually 
grow  to  $540  million  in  sponsorship 
revenue,  $560  million  in  broadcast 
rights,  $422  million  from  the  sale  of 
up  to  10  million  tickets,  and  $184 
million  from  merchandising  and  oth- 


200;  by  March,  1994,  it  topped  1,600. 

To  lure  prospects,  acog  offered  com- 
petitive salaries  and,  in  Payne's  words, 
"a  once-in-a-lifetime  chance  to  be  part  of 
something  brought  together  solely  for 
goodness."  Some  recruits:  as  managing 
director  for  sports,  David  L.  Maggard,  a 
former  Olympic  discus  thrower  and  Uni- 
versity of  Miami  athletic  director,  and  as 
sponsorship-sales  chief,  William  H.  Mc- 
Cahan,  who  had  retired  early  from  a 
top  sales  job  at  ibm  and  was  persuaded 
to  sign  on  by  Payne. 
CHEAP  TV  RIGHTS.  The  teams  quickly 
took  on  their  leaders'  personalities.  With 
venue-management  team  chief  Doug 
Arnott  going  six  weeks  without  seeing 
his  family  in  New  England,  his  youth- 
dominated  group  had  the  feel  of  a  po- 
litical campaign.  Maggard  ran  the  sports 
department's  meetings  as  if  they  were 
locker-room  strategy  sessions.  And  Mc- 
Cahan's  sales  force  dressed  IBM-style — in 
suits — and  focused  on  big  deals. 

Yet  every  detail  went  under  Payne's 
microscope.  For  the  first  few  years,  he 
personally  approved  every  acog  expen- 


Prospective  hires  were  promised  "a  once- 
in-a-lifetime  chance  to  be  part  of  something 
brought  together  solely  for  goodness" 

PAYNE  VOWED  NOT  TO  COST  ATLANTA  TAXPAYERS  A  PENNY 


er  items.  Payne  needed  every  penny. 
In  addition  to  the  $515  million  in  con- 
struction, major  expenses  included  $224 
million  for  computer  technology  and 
$116  million  for  broadcasting.  The  orig- 
inal plan  for  a  $120  million  profit — to 
be  donated  to  amateur  athletics — was 
soon  scrapped. 

Cash  aside,  acog  couldn't  make  it  to 
the  finish  line  without  a  top  manage- 
ment team  heading  13  units  ranging 
from  constinction  to  security.  So  Payne 
enlisted  recruiting  agency  Heidrick  & 
Struggles  Inc.  Patrick  S.  Pittard,  a  Heid- 
rick &  Struggles  managing  partner,  says 
his  job  was  to  scour  the  country  for 
prospects;  Payne's  job  was  to  "burn 
them  with  the  flame."  In  mid- 
1992,  the  full-time  paid  staff  was 


JULY  27, 
1993 

ACOG  sells  the 
U.S.  TV  rights  to 
NBC  for  $456  million. 
International  Olympic 
Committee  later  criti- 
cizes ACOG  for  taking 
such  a  low  price. 
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NOV.  4, 
1994 

Engraved  bricks 
are  sold  to  pub- 
lic for  $35  each  to 
finance  $18  million 
Centennial  Olympic 
Park.  Sales  fall  well 
below  expectations. 


diture.  He  held  up  production  of  ticket 
brochures  to  change  the  typeface.  He 
scolded  female  employees  for  wearing 
sleeveless  blouses.  Even  after  bringing 
in  Frazier,  Payne  couldn't  let  go.  Even- 
tually, he  had  to.  In  April,  1993,  Payne 
had  his  second  heart-bypass  surgery 
(his  first  was  at  age  34),  and  Frazier 
ran  acog  for  a  month. 

Unlike  Los  Angeles,  Atlanta  had  to 
erect  several  structures,  including  the 
$150  million  Olympic  Stadium  and  the 
aquatics  and  rowing  centers.  As  ground 
was  broken  for  the  stadium  in  July,  1993, 
the  need  for  cash  became  acute.  That 
forced  Payne  to  sell  off  the  domestic 
TV  rights  to  nbc  Inc.  for  $456 
million,  far  below  the  $600  mil- 
lion he  once  forecast.  Richard 


MAR.  20, 
1995 

A  light- 
ing structure 
collapses,  killing  a 
worker  and  raising 
questions  about 
ACOG's  breakneck 
construction  schedule. 
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ACOG  staff  hits 
2,850.  When  the 
Games  start  in  July, 
Payne's  virtual  corpo- 
ration will  oversee 
88,209  workers  for 
more  than  a  month. 
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W.  Pound,  head  of  the  coordination  com- 
mission of  the  International  Olympic 
Committee — which  gets  a  big  chunk  of 
the  broadcast  revenue — says  ACOG  could 
have  earned  far  more  had  it  waited  un- 
til 1996.  "They  negotiated  at  the  very 
bottom  of  the  market,"  he  complains. 
Pound  vows  the  ioc  will  never  again 
award  the  games  to  a  city  with  no  gov- 
ernment backing,  citing  acog's  financial 
high-wire  act  and  the  TV  deal. 

acog's  cash  crunch,  along  with  Payne's 
micromanagement,  led  to  a  building 
schedule  prone  to  radical  last-minute 
changes.  Take  Centennial  Olympic  Park, 
an  $18  million  down- 
town gathering  place 
Payne  dreamed  up  sev- 
eral months  after  break- 
ing ground  on  other 
construction.  Payne 
thought  he  could  pay 
for  it  by  selling  750,000 
engraved  bricks  to  the 
public  for  $35  each.  The 
plan  went  over  like  a 
brick.  As  of  April,  only 
325,000  have  been  sold. 
Although  the  park  will 
be  completed,  acog 
is  currently  short  $1.7 
million. 

Then  there  is  the  rowing  center  at 
Lake  Lanier,  which  the  Federation  In- 
ternationale des  Societes  d'Aviron  (In- 
ternational Rowing  Federation)  nixed 
in  late  1993  because  it  was  60  miles 
from  downtown.  So  Maggard  took  offi- 
cials to  Rockdale  County,  25  miles 
southeast  of  Atlanta,  and  showed  off 
some  flat,  red  clay  at  the  site  of  a 
planned  reservoir.  The  visitors  blanched 
at  the  dry  lot.  "It's  difficult  to  sell  a 
rowing  venue  that  has  no  water,"  Mag- 
gard concedes.  The  federation  reluc- 
tantly agreed  to  go  back  to  Lake  Lanier. 
BRAVES'  NEW  WORLD.  One  still  unre- 
solved construction  problem  concerns 
Olympic  Stadium,  which  will  be  handed 
over  free  after  the  games  to  the  At- 
lanta Fulton  County  Recreation  Au- 
thority for  use  by  the  Atlanta  Braves. 
The  design  team  recently  filed  a  $6  mil- 
lion lawsuit  to  recover  46,000  hours  of 
overtime  they  say  resulted  from  acog 
flip-flopping.  They  say  acog  first  wanted 


a  modern  design,  then  an  "urban  ball- 
park," and  finally  the  "nostalgia  theme" 
of  classic  brick  construction,  acog  is 
countersuing,  blaming  the  designers  for 
cost  overruns. 

Indeed,  the  pace  of  construction  ap- 
pears to  be  at  the  root  of  some  of  acog's 
building  problems.  Lawyers  for  the  con- 
struction designers  admit  that  the  col- 
lapse of  a  lighting  structure  in  March, 
1995,  that  killed  a  worker  resulted  from 
a  mathematical  error  overlooked  during 
the  push  to  meet  deadlines.  And  after  a 
beam  collapsed  in  March  at  the  swim- 
ming center,  workers,  citing  safety  con- 
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cerns,  stayed  off  the  job  for  more  than 
three  weeks.  The  acog  construction  di- 
rector, William  J.  Moss,  disagrees  with 
the  contentions,  saying  the  schedule  was 
not  a  factor  in  either  accident  and  that 
acog  has  a  remarkable  safety  record. 
Although  the  Los  Angeles  games  had 
no  accidents,  it  required  just  one-fifth 
the  construction. 

While  most  of  the  new  venues  will  be 
given  away  after  the  Games — Centen- 
nial Olympic  Park  to  the  city,  the  eques- 
trian center  to  Rockdale  County — much 
of  acog's  effort  will  be  extinguished 
with  the  Olympic  flame.  As  part  of  their 
sponsorship  deal,  three  companies — Bell- 
South, Panasonic,  and  Scientific-At- 
lanta— are  spending  $50  million  on  a 
private  tv  system  for  journalists,  to  be 
dismantled  later.  To  move  the  masses, 
acog  is  borrowing  more  than  1,400  bus- 
es from  transit  systems  nationwide. 

As  the  deadline  draws  near,  acog's  fi- 
nancial cushion  is  wearing  worrisomely 


With  opening  ceremonies  three  months 
off,  ACOG  prays  no  further  crises  arise: 
Its  financial  cushion  is  worrisomely  thin 


thin:  It  hovers  around  $30  million,  d 
from  $50  million  last  year.  Yet  Fn 
insists  that  the  projection  o 
breakeven  Olympics  is  "bulletpn 
And  the  Price  Waterhouse  accoun 
firm,  hired  by  the  watchdog  Metro 
tan  Atlanta  Olympic  Games  Autho 
forecasts  a  slim  $13  million  profit, 
ing  that  ticketing  and  merchandi 
won't  make  their  targets.  That's  pj 
due  to  the  marketing  flop  of  Olyi 
mascot  Izzy  and  the  slower-than 
pected  ticket  sales  for  nonmarc 
events.  It's  a  close  call:  On  a  $1.7  bi 
budget,  a  $13  million  profit  could 
rounding  error. 

Some  sponsors 
acog's  lack  of  a  fi 
cial  safety  net  has  r 
it  too  short-term 
ented.  Says  Davii 
D'Alessandro,  vice-j 
ident  at  John  Han 
Mutual  Life  Insur; 
Co.:  "They're  wor 
about  being  heralde 
successful  at  pullinj 
the  games.  They  c 
care  less  about 
Olympic  movement 
If  some  unforef 
crisis  leading  to  m 
litigation  did  arise  to  keep  acog  i 
making  budget,  acog  could — in 
worst  case — be  forced  to  declare  b 
ruptcy.  Since  acog  has  no  outstan 
loans  and  plenty  of  insurance,  its 
pliers  and  contractors  would  be  the 
ones  at  risk.  But  if,  as  expected,  t! 
are  a  few  crumbs  left  over,  they 
be  donated  to  amateur  athletic  gro 
And  Payne  will  deserve  his  own  m< 
With  just  under  100  days  to  go,  t 
is  preparing  for  the  final  onslaught.  1 
of  the  42,500  volunteers  are  schedule 
arrive  around  July  1,  and  acog  will  1 
to  train  and  even  house  many  of  tl 
At  at  the  same  time,  acog  must  \ 
staffers  from  defecting  to  new,  mon 
cure  jobs  as  the  project  nears  its  e 
For  those  who  remain,  however, 
showtime.  On  July  19,  3.2  billion  pe 
worldwide  will  watch  the  opening  c 
monies.  The  games  end  17  days  h 
and  most  of  the  88,209  workers 
leave  for  good.  Payne  says  he'll  rel 
to  the  private  sector:  He 
ruled  out  innning  for  public 
fice.  But  most  Payne-watcl 
think  his  aw-shucks  ver 
masks  a  man  who  may  h 
some  trouble  giving  up 
spotlight.  Sounds  as  if  it  m 
be  time  for  a  little  more  dr 
inspiration. 

By  David  Greising  in  Atk 


ISINESS  WEEK  /  APRIL  29,  1996 


Witk 


PUTNAM  401(k) .'PLAN, 


our 


Clients 


GET  MORE  FROM  US 


so      ey  won 


't  J 


eman 


More  Of  You. 


We  know  that  when  it  comes  to  small- 
husiness  401  (k)  plans,  the  sale  is  often  the 
smallest  part  of  selling.  There's  also  the 
follow-up,  the  maintenance,  and  the  ques- 
tions. That's  why  we  provide  the  highest 
level  of  sales  support  in  the  industry, 
including  a  team  that  stays  on  the  case 
from  set-up  through  administration,  pro- 


PUTNAM 

INVESTMENTS 


(OSTON-LONDON-TOKYO 


vides  customized  questionnaires,  educa- 
tional materials,  and  immediate  access  to 
our  on-line  datahase.  Which  leaves  you 
more  time  to  he  more  productive.  So  con- 
tact a  Putnam  representative  and  find  out 
more  ahout  how  we  can  help.  Providing  a 
401  (k)  plan  will  always  keep  you  husy. 
But  you  shouldn't  he  heside  yourself. 


TIME-HONORED  TRADITION 


MONEY  MANAGEMENT 


Endless  meetings  in  Munich. 
You  get  to  Delhi  and  it's  the 
rainy  season.  Difficult  clients 
in  Milan  and  Prague.  Yet, 
somehow  you  remember  it 

as  an  unusually  good  trip. 
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THE     FREQUENT  TRAVELER 


Meeting  While  Cruising 

High  Tech  on  the  High  Seas 


ith  a  parade  of  spectacular 
,  ships  coming  down  the 
I  ways,  the  cruise  industry 
is  making  it  even  easier  to 
opt  for  a  meeting  at  sea.  So 
mammoth  are  the  newcomers  that  they 
can  carry  from  1,700  to  2,600  passen- 
gers and  they  offer  a  cornucopia  of 
diversions  from  celebrity  lecturers  to 
state-of-the-art  spas. 

•  Princess  Cruises"  76,500-ton  Sun 
Princess  (800-421-1700),  complete  with 
a  full-time  gardener  to  keep  the  flora 
trimmed  and  watered,  was  the  largest 
of  the  six  cruise  ships  put  into  service  in 
1995. 

•  Royal  Caribbean  (800-327-2055) 
has  a  double  act  this  year  with  first  the 
65,000-ton  Splendour  of  the  Seas  and 
then  the  73,000-ton  Grandeur  of  the 
Seas  making  their  debut  in  the 
Mediterranean  and  Caribbean,  topped 
in  size  by  Carnival's  101, 000-ton 
Destiny  (800-327-9501),  which  mea- 
sures nearly  the  length  of  three  football 
fields. 

•  Costa  Cruises'  70, 000-ton  Costa 
Victoria  (800-462-6782)  will  join  the 
cruise  flotilla  in  June. 

Leviathans.  All  in  all,  the  turned-on 
cruise  industry  will  have  launched  near- 
ly 30  ships  —  mostly  leviathans  larger 
than  the  ocean  liners  of  the  1920s  and 
1930s  -  in  the  five-year  period 
between  1995  and  1999.  It's  a  flotilla  fit 
for  the  21st  century. 
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The  distinction 

between 
incentives  and 
meetings  has 
blurred  in  the 

1990's  as 
employers  have 
added  hard-nosed 
seminars  and 

interactive 

meetings. 


The  Atrium  of  Princess 
Cruises'  Sun  Princess 


But  is  newer  and  larger  better  f< 
corporate  meetings? 

Some  of  the  older,  smaller  ships  sue 
as  CunarcPs  Sea  Goddess  I  and  II  (80' 
528-6273)  and  Seabourn  Cruise 
Seabourn  Pride  (800-929-9696)  ai 
standouts  for  high-end  executive  mee 
ings.  Charter  the  whole  100-to-200-pa 
senger  ship.  In  the  mid-size  grouj 
which  can  accommodate  900  to  1,3( 
passengers,  are  the  Crystal  Cruise 
tony  Crystal  Symphony  (310-785-9301 
and  Holland  America's  upscal 
Veendam  (800-426-0327). 

Logistics.  Not  lost  on  corporal 
cruise  planners  amidst  the  attractioi 
of  these  floating  showcases  are  the  h 
angles.  On  balance,  incentives  can  g 
down  largely  as  a  cost  of  doing  busine: 
while  straightforward  meetings  ai 
mostly  non-deductible.  But  the  distin 
tion  between  incentives  and  meetim 
has  blurred  in  the  1990s  as  employe 
have  added  hard-nosed  seminars  an 
interactive  meetings  to  their  fun-anc 
games  incentive  trips. 

For  budget  watchers,  the  bottom  lir 
is  that  with  the  cruise  industry's  eno 
mous  capacity,  you  can  cut  a  deal  for 
shipboard  meeting  that's  irresistibl 
attractive.  And  it's  one-stop  shoppin 
—  an  advantage  today's  busy  plannei 
can  appreciate.  For  a  listing  of  trav< 
agencies  near  you  that  know  the  ship 
dial  CLIA's  home  page  on  the  Intern* 
at  http://www.ten-io.com/clia. 
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HOTELS- RESORTS  SUITES 


renrly  available  at  no  extra  cost  in  over  70  hotels,  including  all  ma|or  markets,  with  continued  expansion  throughout  I996 
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Packing  It  In 

Circling  the  Globe  on  Business 


or  business  travelers  in 
the  1990s,  packaging 
three  or  four  cities  in  one 
big  trip  is  getting  to  be 
the  way  to  save  time  and 
money.  It  could  be  a  spin  through  the 
Midwest  or  the  Northeast  corridor  — 
or  around  the  Southwest  circuit  from 
Phoenix  to  San  Diego,  L.A.,  and  San 
Francisco.  Or  even  London,  Frankfurt, 
Bahrain,  Singapore,  Jakarta,  and  Tokyo  . 

Never  has  a  circle  trip  been  easier, 
thanks  to  new  and  improved  round-the- 
world  air  service.  Just  last  December, 
United  Airlines  (800-538-2929)  revived 
the  classic  Pan  Am  Flights  001  and  002, 
which  had  set  the  style  for  circumnavi- 
gation until  their  demise  back  in  1982. 

For  globe-trotting  travelers,  it  was 
good  news.  One  ticket,  one  airline, 
same  plane  all  the  way  around  —  east- 
bound  or  westbound  every  day. 

If  you  only  stop  for  refueling,  it  takes 
about  48  hours  or  two  days  to  make  the 
trip.  But  with  faxed  appointments  set 
up.  you  can  drop  in  at  your  overseas 
offices,  see  top  contacts,  and  even  cut  a 
deal  here  and  there  on  a  10-day  to  two- 
week  swing. 

It's  Phileas  Fogg  in  a  flash  —  not  the 
SO  days  it  used  to  require.  And  some- 
thing investment  bankers  at  blue-chip 
firms  like  Morgan  Stanley  or  Goldman 
Sachs  do  with  the  greatest  of  global 
ease. 

Money-saver.  In  some  cases,  a  glob- 


For  business 
travelers  in 

the  1990s, 
three  or  four 
cities  in  one 

big  trip  is 
getting  to  be 

the  way  to 

save  time 
and  money. 


The  healthclub  in  the  Four 
Seasons  Hotel  in  Tokyo. 


al  ticket  is  cheaper  than  round-tr 
forays  to  foreign  business  cities. 

The  basic  round-the-world  fares  a: 
$5,019  first  class,  $3,618  business  clas 
and  $2,570  economy  class  —  with  son 
minor  variations,  depending  on  the  ai 
line.  By  comparison,  a  round  tn 
between  New  York  and  London,  tl 
European  city  most  frequently  visits 
by  American  executives,  costs  $6,7( 
first  class,  $4,300  business  class,  ar 
$2,300  full-fare  economy  class. 

Today,  you  can  book  a  circle  toi 
through  almost  any  international  ai 
line,  from  Continental  (800-231-0851 
to  SAS  (800-221-2350).  Virtually  a 
have  marketing  partners  that  he! 
smooth  the  connections  and  give  yc 
frequent-flier  points  for  the  thousan< 
of  miles  flown. 

For  example.  Continental  uses  s: 
different  airlines  —  Air  India,  Alitali 
Cathay  Pacific,  Malaysia  Airline 
Singapore,  and  Thai  International  —  I 
fill  the  big  gaps  in  its  internation; 
route  map.  The  U.  S.  carrier  can  tak 
you  to  Frankfurt,  London,  Madrid,  c 
Paris  and  pick  you  up  again  in  Hor 
Kong,  Osaka,  or  Tokyo  for  the  tran 
Pacific  leg  back  home. 

But  —  and  here's  a  catch  —  to  g< 
the  global  fare,  you  can  use  only  tw 
airlines.  That  means  you  have  to  mate 
up  your  business  itinerary  with  the  ai 
lines  that  best  serve  the  cities  you  nee 
k)  visit. 
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FOUR  REASONS 
WHY  TOSHIBA  SELLS  MORE 
PORTABLES  THAN  ANYONE. 


Satellite 

When  it  comes  to  (mce,  performance 
and  value,  nothing  amies  close  to  the 

Satellite8  Series.  These  feature-rich 
models  make  it  possible  far  everyone 

to  nave  power  and  per/onrumce m 
an  inexpensive  notebook. 


Satellite  Pro 

With  Satellite  Pro  wit  can  get 
affordable  CD-ROM  and  portability 
in  a  multimedia  notebook,  This 
series  offers  the'  advanced  features 
and  power  usually  found  in  much 
more  expensive  machines. 


PORTEGE 

The'  awara-winnmg  Portege '  Series 
defines  high  performance  in  ultraportable 
computers.  At  under  five  pounds,  these 
super-ughtweight  notebooks  are  [xickcd 
with  features  you'd  only  expect  from 
fuR-size  computers. 


Tecra  "embodies  the  absolute  latest 
and  greatest  in  portable  technology. 
With  the  fastest  Pentium  processors 
and  most  innovative  features  on  the 

market,  Tecra  notebooks  are  the 
ultimate  in  poicer  ami  performance. 


Satellite,  Satellite  Pro,  Portege  and  Tecra.  Quite  possibly  the  best  reasons  there  are  for  buying  a  portable  computer.  Four  distinct 
Toshiba  notebook  lines  assure  that  whatever  your  needs,  there's  one  uniquely  suited  to  you.  Toshiba  portables  offer  uncompromised 
quality,  and  are  recognized  by  the  computer  industry  tor  technical  superiority.  And,  Toshiba  has  award-w  inning 
customer  service  and  support.  That's  why  Toshiba  sells  more  portables  than  anyone  in  the  world.  Need  any 
P^nVsMT!     more  reasons?  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

€>1996  Toshiba  America  Information  Systems.  Inc  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies 
Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation  Product  availability  subject  to  change 
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Let's  say  you  fly  on  SAS  because  you 
like  its  Euroclass,  which  combines  first 
and  business  class,  and  need  to  lunch 
with  your  Swedish  distributor  in 
Copenhagen.  For  points  far  beyond 
Europe,  SAS  has  Australia's  Qantas 
(800-227-4500)  and  Air  New  Zealand 
(800-262-1234)  among  its  partners. 

But  you  want  to  stop  over  in  Delhi  to 
see  some  computer-industry  contacts, 
visit  your  new  plant  near  Bangkok,  and 
finally  see  how  your  joint  venture  in 
Japan  is  going.  SAS  would  call  on  its 
other  partners  —  Thai  Airways  (800- 
426-5204)  and  United  —  to  fly  you 
through  South  Asia,  up  the  Pacific  Rim, 
and  back  to  the  U.S. 

BA'S  FLEXIBLE  FLIER 

A  major  world  player,  British  Airways 

(800-247-9297)  practically  blankets  the 
globe  with  round-the-world  itineraries 
that  feature  multiple  stopovers  and  side 
trips  "some  free,  some  for  a  fee,"  as  it 
tells  customers.  In  tandem  with  Qantas 
and  USAir  (800-428-4322),  both  of 
which  it  partly  owns,  along  with  United 
and  several  other  airlines,  it  offers 
super-long  hauls  for  $6,899  first  class 
and  $5,299  business  class.  But  it  also 
can  take  you  from  the  U.  S.  to  London, 
Beijing,  Tokyo.  Honolulu,  L.A.,  and 
other  U.  S.  cites  for  the  basic  prices. 

If  you  do  need  to  zig  and  zag  for  the 
extra  $1,600,  you  can  fly  to  London, 
take  a  side  trip  in  Europe,  fly  on  to 
Bangkok,  Singapore,  or  Hong  Kong, 
then  do  Sydney  and  other  cities  down 
under,  and  finally  cross  the  Pacific  to 
L.  A.  and  other  U.  S.  gateways.  The  tar- 
iff is  $6,899  first  class  and  $5,299  busi- 
ness class  with  an  additional  fee  if  you 
choose  to  stop  in  South  Africa  before 
•_;oing  on  to  Australia. 

Friendly  Skies.  United's  001  begins 
!  .A.  and  makes  stops  in  Hong  Kong, 


The  Taj  Palace 
Inter-Continental 
in  New  Delhi. 


Never 
has  a 
circle  trip 
been  easier, 

thanks 
to  new  and 
improved 
round-the-world 
air  service. 


New  Delhi,  London,  and  New  Yoi 
before  returning  to  L.  A.  Its  002  h; 
the  same  itinerary  —  but  goes  tr 
other  way. 

While  you  travel  on  the  same  airlin 
you  fly  on  four  different  aircraft,  begi: 
ning  with  a  Boeing  757  on  the  U. 
transcom  segment.  For  the  L.  A.-Hor 
Kong  long  haul  it's  a  Boeing  747-40 
the  state-of-the-art  jumbo.  For  tr 
Hong  Kong-Delhi  and  Delhi-Londc 
legs,  the  equipment  is  a  wide-boc 
Boeing  767-300.  For  London-Ne 
York  you  get  a  look  at  United's  ne 
Boeing  777,  spacious  and  very  use 
friendly  —  designed,  in  fact,  aft< 
Boeing  and  United  surveyed  passei 
gers  to  find  out  what  things  were  hi| 
on  their  wish  lists. 

SINGAPORE  SWEETENER 

Consistently  considered  a  top  carrie 
Singapore  Airlines  (800-742-3333)offe 
a  flat  fare  of  $5,000  in  first  class  ar 
$3,500  in  business  class  for  travel  of  i 
to  25,000  miles.  If  your  business  itine 
ary  is  complicated,  you  can  opt  for 
flat  fare  of  $6,200  in  first  class  ar 
$4,375  in  business  class  that  allov 
you  a  total  of  32,000  miles. 

To  get  you  around  the  circui 
Singapore  works  with  Swissa 
(800-221-4750)  and  Delta  (800-22 
1212).  For  example,  on  the  32,000-mi 
ticket  you  could  fly  out  of  JFK  to  Zuric 
taking  Singapore  on  the  first  leg  1 
Frankfurt  and  Swissair  on  the  secor 
leg.  Then,  you  could  zip  down  to  Jo'bu 
on  Swissair  and  then  exit  aboard 
Singapore  Airlines  flight  to  Singapor 
In  the  Southeast  Asia  business  hub,  yc 
could  fly  back  and  forth  on  "spokes"  I 
Bangkok,  Jakarta,  Kuala  Lumpu 
Saigon,  or  Taipei.  Finally,  you  wou; 
fly  Singapore  to  San  Francisco  ar 
return  to  JFK  on  a  Delta  flight. 


R         L         D  BUSINESS  C         L  A 


Our 
efficient 
network 
can  save 
you  hours 
to  Asia 


I  only  ask  two  things  when  I  fh  Mow  much  time  can 
I  save?  And  how  comfortable  can  I  be? 

Which  is  winy  I  like  World  Business  Class  from  Northwest 
Airlines  and  KLM.  The  Northwest  hub  in  Detroit  helps  me 
connect  to  Asia  up  to  five  hours  taster  than  other  airlines. 

And  they  give  business  flyers  like  me  more  space 
They've  added  legroom,  reclined  the  seats  further,  and  that 
really  helps,  sleeping-wise.  More  than  adequate  for  someone 
my  size,  and  I'm  six  three. 


My  business  philosophy  is  no  big  secret  You  have  to  stay 
one  step  ahead  You've  got  to  continually  look  for  advantage 

And  time-travel— saving  several  hours  or  even  halt  a  clay- 
is  a  big  one. 


Bangkok,  Thailand 


Published  airline  schedules  in  effect  on  January  8.  1996  for  the  week  of  May  13-19,  and  are  based  on 
eastbound-westbound  averages  Schedules  are  based  on  information  from  the  Official  Airline  Guide. 
©1996  Northwest  Airlines.  Inc.  Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses  O 


NORTHWEST 


I  -800-447-4747 
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Travel  Updates 


AMERICAN  ADVANTAGE 

In  the  battle  of  the  business  classes, 
American  Airlines  (800-433-7300)  has 
staked  $400  million  to  set  itself  off  from 
the  rest  of  the  pack.  Like  competitors 
the  carrier  has  been  listening  to  frequent 
travelers  —  and  getting  the  message. 

"They  want  more  comfort  and  per- 
sonal space  and  more  flexibility  and 
freedom  in  their  meal  and  entertain- 
ment options,  particularly  during  long 
hauls  to  foreign  business  centers,"  as 
American  Airlines  president  Donald  J. 
Carty  puts  it. 

So,  by  next  month  all  the  carrier's 
flights  to  Europe,  Latin  America,  and 
Japan  will  provide  business-class  seats 
with  50  inches  rather  than  just  40 
between  rows,  chair  wings  as  a  headrest 
for  snoozing  or  sleeping,  and  an 
adjustable  lumbar  support  for  comfort. 
There's  also  a  Sony  Video  Walkman 
you  can  position  any  way  you  want  - 
with  a  choice  of  first-run  movies,  not 
the  tired  rerun  variety.  And  you'll  be 
able  to  snack  anytime  as  well  as  enjoy 
gourmet  meals  (which  will  offer  special 
entrees  "inspired"  by  the  flight's  desti- 
nations) and  wolf  down  an  express 
breakfast  if  you  prefer  to  sleep  longer. 

All  these  goodies  come  atop 
American's  recent  opening  of  office- 
oriented  arrival  lounges  in  London, 
Manchester,  Birmingham,  Paris, 
Frankfurt,  and  Stockholm  where  you 
can  freshen  up  or  conduct  business 
before  heading  into  the  city.  Note,  too, 
that  business-class  passengers  on  inter- 
national flights  have  the  free  run  of 

merican's  Admirals  Clubs.  And  for 
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At  the 
Disney 
campus... 
you  can 
unlock 
hidden 
talents. 


On  transcontinental  flights, 
American  Airlines  provides 
a  video  Walkman. 


flying  business  class  you  get  a  25 
mileage  bonus  if  you're  an  Americ 
AAdvantage  member. 

THE  DISNEY  SPIN 
ON  LEARNING 

It's  not  a  place  to  bone  up  on  TQM 
study  the  fine  art  of  downsizing.  But  t 
just-opened  Disney  Institute  puts  a  n< 
spin  on  going  back  to  school  by  turni 
education  into  entertainment. 

It's  the  latest  inspiration  of  Disn 
World's  imagineers  —  and  a  persor 
project  of  Disney  chairman  Micha 
Eisner  who  visited  Chautauqua,  the  ci 
tural  think  tank  near  Buffalo,  back 
the  1980s  and  liked  what  he  saw. 

At  the  Disney  campus,  a  charming  v 
lage  of  pastel-colored,  midwestern-st^ 
structures  in  a  sylvan  setting  (including 
golf  course),  you  can  unlock  hidden  t; 
ents  —  gardening,  cartooning,  cookir 
dancing,  hosting  a  TV  show  —  that  cc 
porate  life  may  have  suppressed  in  yc 
Not  bad  as  a  stress  reliever,  if  you're 
the  booming  Orlando  area  on  busine 
and  want  to  tack  on  a  day  or  so 
recharge  your  batteries. 

With  some  80  courses  to  choose  fro 
-  mostly  two-hour  sessions  —  ar 
celebrities  such  as  architect  Micha 
Graves  and  Hollywood  idol  Ant 
Garcia  on  hand  to  spice  up  the  pr 
ceedings,  it's  unlikely  you  won't  fir 
something  that  strikes  your  fancy.  T 
rock-climbing  to  develop  your  tea 
spirit.  Best  of  all  —  if  all  the  brain  foe 
bores  you  —  spend  a  day  at  the  sple 
diferous  38,000-sq.-ft.  sports  facility  ar 
spa  (407-827-4455),  one  of  the  most  cor 


Think  India.  Think  Taj. 


himmmsmmmmi 


The  T<i;  Mahal  Hold,  Bombay  old  uorU  elegance  u'tlh  modern  style. 

"The  Taj  Group  offers  you  more  and  varied  ways  to  enjoy  the  wonders  of  India 
than  any  other  hotel  group,  quite  simply,  because  we  are  larger  than  all  the  rest. 
TAJ  LUXURY  HOTELS:  eight  international  grand  luxe  hotels,  in  all  major  cities,  led  by  the  legendary 
Taj  Mahal  Hotel,  Bombay.  TAJ  RESIDENCY  HOTELS:  superb  business  hotels  located  in  the  heart 
of  India's  key  commercial  centres. 
TAJ  LEISURE  HOTELS:  idyllic  Beach 
Resorts,  the  majesty  of  genuine  Palaces, 
intimate  Garden  Retreats  in  beautiful, 
natural  surroundings  and  delightful  Cultural 
Centre  Hotels  in  places  with  historic 
attractions." 

Like  Palace,  Udaipur:  unimaginably  opulent,  uniquely  tranquil. 


TAJ  LUXURY  HOTELS:  The  Taj  Mahal  Hotel,  Bombay;The  Taj  Mahal  Hotel,  New  Delhi; 

Taj  Palace  Hotel,  New  Delhi;  Taj  Bengal,  Calcutta,  The  Taj  West  End,  Bangalore;Taj  Coromandel,  Madras; 

The  Taj  Mahal  Hotel,  Lucknow;Taj  Samudra,  Colombo. 

TAJ  RESIDENCY  HOTELS:  Ta)  Residency,  Bangalore; Taj  Residency,  Hyderabad; 

Taj  Residency,Visakhapatnam;  Taj  Residency,  Aurangabad;  Taj  Residency,  Ernakulam;  Taj  Residency,  Indore. 

TAJ  PALACE  HOTELS:  Rambagh  Palace,  Jaipur;  Jai  Mahal  Palace,  Jaipur;  Lake  Palace,  Udaipur. 

TA|  RESORT  HOTEI  S:  The  Aguada  Hermitage,  Goa;  Fort  Aguada  Beach  Resort,  Goa;  Taj  Holiday  Village,  Goa; 
Fisherman's  Cove,  Madras;  Em-boo-dhu  Fin-olhu  Island  Resort,  Maldives. 

TAJ  GARDEN  RETREATS:  Taj  Garden  Retreat,  Madurai;Taj  Garden  Retreat,  Coonoor; 
Taj  Garden  Retreat,  Kumarakom;Taj  Garden  Retreat,  Varkala. 

TAJ  CULTURAL  CENTRE  HOTELS:  Taj-View  Hotel,  Agra; Tai  Ganges,  Benares;  Hotel  Chandcla,  Khaiuraho; 
Hotel  de  LAnnapurna,  Kathmandu; Taj  Malabar,  Cochin. 


%0 


THE  TAJ  GROUP  of  HOTELS 


This  is  nui  jti  exha 


•  list  uf  pm/ioi 


TH  E  TA)  GROUP  INDIA'S  first.  SOUTH  ASIA'S  finest. 


FAX  CENTRAL  RESERVATIONS  BOMBAY   191-22)  283  7272 
® 

OR  CALL  U  T  E  L  LOR  YOUR  TRAVEL  PLANNER 
A  colourful  directory  of  the  Hotels  is  ueuduble.  Pleu.sc  fax  your  request  to  (91-22)  283-7272  quoting  "TAJB/ZWK" 


Sit  Back.  Stretch  Out.  And  Put  Some  Distance 
Between  You  And  The  World. 


Your  own  personal  space  on  American  Airlines  newly  enhanced  International  Business  Class  can  become  a  place  foi 

M  0  R  E     P  E  R  S  0  V  A  L     S  P  A  C  E 
We've  increased  the  space  between  seat  rows,  giving  you,  on  average,  75%  more  legroom*  Plus,  computer-designed 

7  5  %     M  ORE  LEGROOM 
S( )  \ <  )u  can  stretch  <  >ut,  cl<  ise  y<  >ui  eyes  and  ease  yt  >ur  mind.  To  plan  y< >ur  next  international  business  flight  with  us,  c 


NTERNATIONAL         B     U    S    I    N    E  S 


id  escape  the  pressures  of  the  outside  world.  e  u  r  o  p  e 


ts  and  extended  padded  legrests.  5  o  u  t  h    a  u  e  r  i  <  a 


\gent  or  American  Airlines  at  1-800-624-6262.  ./  a  p  a  n 


LASS 


AmericanAirlines 

So?  nethh  ig  special  if  i  the  air. 


Foreign 
businessman  enjoys 
beautiful  night  view 

of  Tokyo. 


II    For  7  hours.  I 


CP 


y  jnnvnmj  jct  \aghit  him  hard.  Imagine 
hoiv  he  felt  the  next  day. 

What  can  he  do7  Head  for  the  Hotel 
Okura  and  enroll  in  our  unique  jet  Lag 
Plan.  Specially  designed  to  get  iet  loggers 
upon  their  feet  and  raring  to  go.  it  includes 
a  Light  Box  to  help  put  your  body's  clock 
back  on  schedule,  a  Health  Club  workout 
and  jet  Bath.  Relaxation  Videos,  a  Body 
Sonic  Massage,  your  choice  of  pillows  to 
help  you  sleep  better  I  we'll  even  remember 
your  favorite  for  your  next  visit),  and 
special  breakfast  and  dinner  suggestions 
for  extra  energy. 

The  jet  Lag  Plan  is  only  >  7  0,000  extra 
per  day.  or  free  for  members  of  the  Okura 
Club  International .  our  special  program 
for  frequent  guests.  To  receive  a  free  bro- 
chure, simply  mail  your  name  and  address 
to  Hotel  Okura.  Public  Relations  Office.  2- 
10-4  Toranomon,  Mmato-ku,  Tokyo  705, 
japan,  or  fax  to  y^Si-^joj. 


!  lie  Hotel  Okura  is  the  flagship  hotel  of 
the  Hotel  Okura  Chain,  and  a  member  of 
Tin- 1  ending  Hotels  of  the  World  and 
UTEl.L  International 
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plete  in  the  nation.  You'll  emerge 
thinner,  if  not  necessarily  smarter. 

Though  the  institute  encourages 
a  three-day  stay,  villa  and  meals 
included,  for  $785  per  person,  you 
can  buy  a  day  package  for  as  little 
as  $49  —  with  meals  and  other 
extras  on  you.  For  sheer  conve- 
nience, stay  10  minutes  away  at  the 
Disney  Resorts'  whimsically 
designed  Swan  or  Dolphin  hotels, 
which  host  major  meetings  and 
conventions.  Both  are  only  a  short 
walk  from  the  national  showcases, 
upscale  restaurants  and  corporate 
pavilions  at  Epcot  where  learning 
is  fun  again. 

TRAVEL  TOOLS 

How  to  make  business  trips  easier? 
Take  the  office  with  you  —  with 
the  help  of  these  three  tools. 

Computer  Carrier.  There's 
more  to  buying  a  carrying  case  for 
a  notebook  computer  than  judging 
its  good  looks  and  long-term  stur- 
diness.  Does  it  have  a  "suspension 
system"  to  prevent  breakage? 
According  to  a  market  researcher 
that  tracks  computers  and  electron- 
ics, travel  damage  is  the  No.l  rea- 
son why  on-the-road  computer 
users  buy  —  or  have  to  buy  —  new 
portables. 

So,  for  protection,  shop  for  one 
of  the  cases  with  little  straps  set  an 
inch  or  two  above  the  bottom  of 
the  case  that  can  cushion  your 
computer  if  you  accidentally  drop 
it.  Try  one  of  the  shock-absorbing 
models  sold  by  Port  (800-242- 
3133).  The  company  even  has  a 
backpack-style  carrier  if  that's 
your  preference. 

Mobile  Drawer.  With  a  nod  to 
the  versatility  of  Swiss  Army  knives. 


Magellan's  Multi  Worker  (800-96: 
4943,  $16.85)  is  a  major  roa 
resource,  despite  its  4.5-inch  lengt 
and  5-ounce  weight.  The  lilliputia 
desk  drawer  includes  a  pencil  sharj 
ener,  hole  punch,  tape  measure,  st: 
pier,  staple  remover,  carton  openei 
and  ballpoint  pen  —  as  well  as 
tiny  compartment  for  holding  papt 
clips  and  extra  staples. 

Deals  on  Wheels.  Luggage  yo 
can  pull  through  terminals  is  stai 
dard  issue  now  for  frequent  flier 
But  the  company  that  practical] 
invented  the  breed  —  Travelpr 
(800-741-7471)  —  now  has 
BusinessPlus  Rollaboard  suitcas 
in  black,  green,  and  navy  that  doi 
bles  as  an  "office  on  wheels."  Th 
fold-down  flap  turns  into  a  desklik 
shelf  and  provides  access  to  a  fil 
and  office-supply  compartmen 
Tucked  inside  Rollaboard  is 
removable  pouch  for  carrying  mo; 
portable  computers.  A  compromis 
but  handy. 

PORTABLE  WORK 

If  you've  succumbed  and  bought 
laptop  computer,  join  the  crowc 
Sales  of  portables,  mostly  lighl 
weight  notebooks  (about  si 
pounds),  are  likely  to  top  five  mi 
lion  units  this  year,  up  from  4.1  mi 
lion  in  1995,  according  to  Kimba 
Brown,  vice-president  of  mobil 
computing  at  Dataquest  Inc., 
leading  market  research  firm  tha 
tracks  information  technology.  An 
roughly  90%  of  the  machines  ar 
purchased  by  business  travelers. 

There's  even  a  fairly  big  marke 
for  replacements  of  machines  tha 
have  sustained  damage  on  the  roac 
usually  from  dropping.  "The  No. 
cause  for  turning  in  your  old  om 
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id  buying  a  new  one,"  says  Brown,  "is  a 
oken  screen." 

Who  are  the  biggest  players  in  dozens 

computer  companies  that  sell  portables? 
lie  top  three  sellers  according  to 
ataquest,  are  Toshiba  (which  does  not 
ake  desktop  models),  Compaq,  and  IBM, 
illowed  by  Apple,  NEC,  Dell,  Texas 
struments,  Zenith,  AST,  and  AT&T. 

Prices  range  from  $3,500  to  $7,500.  But 
any  business  travelers  settle  for  excel- 
nt  machines  in  the  $2,500  to  $3,000 
nge,  that  do  just  what  you  want  them  to 
>  without  the  bells  and  whistles. 

Should  you  wait  for  the  next  technolog- 
al  breakthrough  before  buying?  "The 
;signs  will  keep  changing  —  with  new 
atures,  one  after  another,"  says  Brown. 
Don't  put  off  your  purchase.  When  you 
ink  you  need  a  new  one,  go  for  it." 

COPING  WITH  JET  LAG 

he  hottest  "cure"  for  jet  lag  these  days 
melatonin,  an  over-the-counter 
ietary  drug  that  mimics  the  body's 
*vn  hormonal  melatonin.  It  helps  you 
)  to  sleep  on  long  flights  —  without 
le  hangovers  that  often  accompany 
,e  of  sleeping  pills  —  and  also  helps 
3ur  internal  clock  adjust  to  foreign 
me  zones.  Some  executive  travelers 
vear  by  it.  But  note  that  the  quality  of 
le  melatonin  you  may  purchase  can 
iry  greatly,  in  part  because  the  FDA 
as  yet  to  run  tests  on  the  hormone  and 
ve  its  blessing. 

BRINGING  PAN  AM  BACK 

harles  Cobb,  who  once  headed  the 
I.S.  Travel  and  Tourism  Administration, 
no  fool.  He  bought  the  Pan  Am  name 
-  an  airline  icon  as  admired  as  the 
ame  Coke  —  when  the  "financially 
oubled"  carrier  folded.  Now,  while 
ther  carriers  exploit  its  old  routes  (see 
Circling  the  Globe  on  Business,"),  he 


The  Disney  Institute, 
in  Orlando,  Florida. 


The  hottest 


cure"  for 
jet  lag 
these  days 
is 

melatonin, 

an 
over-the- 
counter 
dietary 
drug. 


has  teamed  up  with  Martin  Shugrue, 
the  former  chairman  of  Pan  Am,  to  get 
the  airline  airborne  again  by  this  sum- 
mer at  the  latest.  And  their  strategy 
just  may  work. 

Initially,  Pan  Am  plans  to  operate  as  a 
low-fare,  point-to-point  airline  —  no 
costly  hub  with  spokes  —  that  will  ferry 
passengers  between  JFK  and  Chicago, 
Los  Angeles,  Miami,  and  San  Francisco 
with  San  Juan,  Puerto  Rico,  a  possible 
fifth  city.  What  Pan  Am's  executive  duo 
have  identified  is  an  unfilled  service 
niche:  the  lack  of  close  feeder  connec- 
tions between  small  to  medium-size  for- 
eign-flag carriers  like  Ireland's  Aer 
Lingus  and  Icelandair  —  most  of  them 
based  in  JFK's  International  Arrivals 
Building  —  and  U.S.  domestic  airlines. 
British  Airways?  It  has  close  links  with 
USAir.  Lufthansa?  Its  partner  is  United. 

The  new  Pan  Am's  service,  according 
to  President  and  Chief  Executive  Officer 
Shugrue,  will  be  called  the  Pan  Am 
Alliance.  So  far,  at  least  six  foreign  carri- 
ers have  signed  on,  some  with  a  code- 
sharing  arrangement.  Pan  Am,  on  its 
part,  will  offer  first  and  coach  service  on 
eight  Airbus  300  and  similar  aircraft  —  a 
"real  airline,"  as  Shugrue  put  it.  with 
"food  you  can  eat."  And  it  wouldn't  sur- 
prise anyone  to  see  a  revival  of  Pan 
Am's  WorldPass  frequent  flier  program. 

On  the  near  horizon,  if  Shugrue's 
strategy  succeeds:  international  routes 
that  would  take  business  travelers  down 
more  than  memory  lane.  With  "one  of 
the  best,  most  well-known  brand  names 
in  the  world,"  the  reconstituted  Pan 
Am  could  snare  global  traffic  that  has 
escaped  some  other  U.  S.  carriers  with 
a  low  profile  abroad. 

This  text  was  written  by  Paul  Burnham  Finney 
of  Finlyn  Communications,  Inc.  Mr.  Finney  is  a 
well-known  journalist  with  expertise  in  world- 
wide business  travel. 
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JIMMY  CARTER;  PRESIDENT  AND  PEACEMAKER. 

FEW  PEOPLE  EMBODY  AMERICAN  VALUES  AND 
GEORGIAN  SPIRIT  MORE  THAN  THIS  SOFT  SPOKEN 
LEADER  FROM  PLAINS,  GEORGIA.  AS  A  RESULT  OF 
HIS  DIPLOMACY  IN  HAITI  AND  COOLING  NUCLEAR 


TENSIONS  IN  KOREA,  USA  TODAY  CALLED  MR.  CARTER, 
"A  DRAMATIC  REMINDER  THAT  DIFFICULT  GOALS  CAN 
BE  REACHED  WITH  PERSISTENCE  AND  DETER- 
MINATION." THE  CARTER  CENTER  IN  ATLANTA  IS 
A  TRIBUTE  TO  HIS  INITIATIVES  OF  WORLD  PEACE. 


329  GRAND  GOLF  COURSES  OF  GEOR( 

EACH  ONE  AN  EXQUISITE  BALANCE  BETV 
IMPOSING  CHALLENGES  AND  SHEER  BEA 
FAIRWAYS  THAT  TWIST  THROUGH  TOWEI 
PINES.  MANICURED  GREENS  TUCKED  NEX' 


?  MORE  INFORMATION,  CALL  404-656-9306  OR  FAX  404-657-4309. 


I  MARSHES.  AND  BREATHTAKING  TEES 
MEET  THE  MOUNTAINS'  MIST.  GOLF  IS 

■  A   WORLD-CLASS   EVENT  IN  GEORGIA. 

ASK  THE  PROS  WHO  PLAY  THE  MASTERS"' 
YEAR  AT  AUGUSTA  NATIONAL  GOLF  CLUB*'. 


ALWAYS  THE  REAL  THING;  COCA-COLA. 

BACK  IN  1886,  AN  ATLANTA  PHARMACIST  INVENTED 
THIS  UNIQUE  PRODUCT,  WHICH  WAS  EVENTUALLY 
REFINED  INTO  THE  WORLD'S  LEADING  SOFT  DRINK. 
THE  COCA-COLA  COMPANY,  ALONG  WITH  UPS  AND 


HOME  DEPOT,  RANKS  AMONG  FORTUNE'S'  "TOP  10 
MOST  ADMIRED  COMPANIES  IN  AMERICA."  AND 
THEY'RE  ALL  LOCATED  IN  A  GREAT  PLACE  TO  LIVE  AND 
WORK-GEORGIA.  FROM  REAL  PEOPLE  TO  REAL  PLACES 
TO  REAL  THINGS,  YOU'RE  IN  GOOD  COMPANY  HERE. 


F  WE  CAN  MAKE  MONDAY 
BEARABLE,  IMAGINE  WHAT  WE  CAN  DO 
WITH  SATURDAY  AND  SUNDAY. 


It  's  no  accident  that  they  color  Mondays  blue.  Or  that  Courtyard  Now,  imagine  how  much  more  fun  all  that  becom 

by  Marriott  has  a  certain  gift  for  brightening  them.  on  weekends    when  the  only  thing  you're  getting  ready J< 

We're  the  hotel  designed  by  business  travelers.  So  even  on  is  more  relaxation.  Especially  when  you  get  to  enjoy  it  a 
that  least  beloved  day  of  the  work  week,  you' 11  find  a  spacious,      at  great  weekend  rates.  For  reservations,  call  your  trav 

comfortable  room,  mini-gym,  swimming  pool,    agent  or  1-800-321-2211  You'll  leave  with  tw 

!<:rlpool,  m-room  cofjee    everything,  m  short,    ^^^M^pW^3P^^^^   vcr]   worthwhile  souvenirs    a  great  weaker. 


d  to  relax  and  retool  for  the  day  ahead. 


COURTYARD 

v       ^.Marriott  > 


and  the  courage  to  face  Monday  all  over  agaii 


i  he  HOTEL  DESIGNED  by  BUSINESS  TRAVELERS; 
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Want  More  Information 
About  Advertisers  in  this 

Directory? 

Review  the  list  of  2.  Circle  the  corresponding    3.  Or,  call  toll-free 

advertisers  on  this  page.        number  and  fax  to:  24  hours-a-day, 

I  -609-786-44 1 5.  7  days-a-week, 

1-800-345-4331. 
Order  code  960429 

FREE  INFORMATION  FORTHE  READERS  OF  BUSINESSWEEK 
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>ase  print 


Zip 


ihone 


Extension 


;ase  check  one  response  for  each  following  question. 
What  is  your  company's  type  of  business? 

1  □  Agriculture  2  □  Mining,  Construction  3  □  Manufacturing,  Processing  4  □  Wholesale,  Retail  Trade  5  □  Finance,  Insurance,  Real  Estate 
5  □  Government  7  □  Transportation,  Public  Utilities  8  □  Service  Industries    9  □  Other  -  Please  Specify: 

What  is  your  title? 

A  □  Chairman  of  the  Board  B  □  President  C  □  Vice  President   D  J  Treasurer.  Secretary  E  □  General  Manager    F  □  Divisions  Manager 
G  □  Department  Manager  H  □  Other  Manager  I  □  Student  J  □  Other  -  Please  Specify: 


How  many  employees  in  your  company  worldwide? 

!□  Under  100  2  □100-999  3  □  1.000-2.499  4  _J  Other  -  Please  Specify: 


BusinessWeek 


nsion  of  The  McGraw-Hill  <  ompanit 


Beyond  news,  intelligence. 


Legal  Affairs 


CLASS  ACTIONS 


GAKE  FOR  LAWYERS, 
CRUMBS  FOR  CLIENTS 

The  courts  crack  down  on  questionable  mass  settlements 


Sharlena  Leatherwood,  owner  of 
North  Oak  Pharmacy  in  Kansas 
City,  Mo.,  figured  there  was 
strength  in  numbers.  So  she  joined  with 
thousands  of  pharmacy  owners  to 
charge  that  illegal  pricing  by  drugmak- 
ers  was  driving  her  and  her  colleagues 
out  of  business.  The  group  pinned  its 
hopes  on  a  class  action  seeking  to  bar 
drug  companies  from  offering  discounts 
to  large  groups  such  as  HMOs,  hospitals, 
and  mail-order  sellers,  while  small  cus- 
tomers paid  full  price. 

The  pharmacists'  lawyers  settled  the 


case  against  15  of  the  22  defendants  for 
$408  million  in  January.  But  the  deal 
did  nothing  to  halt  the  drugmakers' 
pricing  practices.  Leatherwood  felt  be- 
trayed. A  consortium  of  20  to  30  plain- 
tiffs' law  firms  would  split  a  pot  of  up  to 
$122  million,  while  she  would  get  a 
check  for  about  $10,000 — and  a  ticket 
to  possible  extinction.  "The  attorneys 
didn't  consider  the  interests  of  the  class. 
It  was  a  big  win  for  them,"  she  fumes. 

After  3,371  pharmacists  and  chains 
objected  to  the  proposed  settlement, 
U.  S.  District  Judge  Charles  P.  Kocoras 


PHARMACIST  LEATHERWOOD:  Her 

lawyers  had  "a  big  win. "  She  didn 't 


in  Chicago  threw  it  out  on  Apr.  4  for 
fering  inadequate  protection  agair 
price  discrimination.  His  decision  serv 
notice  that  the  judiciary  is  now  scru 
nizing  class-action  settlements  mo 
closely  (table).  It  also  highlighted 
growing  problem:  that  companies  a 
plaintiffs'  lawyers  increasingly  mana 
litigation  in  a  way  that  enriches  the  i 
torneys  while  selling  the  alleged  v 
tims  short.  "In  some  of  these  cases,  y 
have,  if  not  actual  collusion  betwe 
plaintiffs'  and  defense  lawyers,  then 
nonadversarial  negotiation  that  is  r 
being  conducted  at  arm's  length,"  sa 
Columbia  University  law  professor  Jo 
C.  Coffee. 

FREE  VIDEO.  Judges,  faced  with  ov< 
whelming  caseloads,  until  recently  n 
ber-stamped  most  agreements.  B 
growing  outrage  about  inadequate,  i 
fair  settlements  is  forcing  them  into  ; 
tion.  Indeed,  over  the  past  year,  judg 
have  discarded  several  big  deals.  Ls 
spring,  a  federal  judge  threw  out  a  si 
tlement  involving  680,000  owners 
Ford  Motor  Co.'s  Bronco  II  who  claim 
that  the  vehicle  tended  to  roll  over.  T 
plan:  Plaintiffs  would  get  an  instn 
tional  video  and  a  sun-visor  warni 
sticker,  while  their  lawyers  took  hoi 
$4  million.  Declaring  the  value  of  t 
settlement  "effectively  zero,"  the  jud 
said  the  deal  "could  possibly  be  the  ] 
suit  of  collusion." 

And  last  year,  a  Philadelphia  fede: 
appeals  court  overturned  a  settlement 
which  owners  of  General  Motors  Coi 
pickups,  allegedly  prone  to  ignite  up 
side  impact,  got  $1,000  vouchers  to  b 
new  vehicles.  Judges  scorned  the  agr< 
ment,  calling  it  "a  gm  sales  promoti 
device."  Plaintiffs'  attorneys  from 
firms  initially  won  $9.5  million  in  fees 

In  each  of  these  cases,  lawyers  i 
both  sides  deny  collusion.  Plaintiffs'  i 


A  Good  Deal  for  Whom? 
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DRUGMAKERS  On  Apr.  4,  a  federal  judge  threw  out  a 
$408  million  settlement  in  a  pharmacist  antitrust  suit 
against  drug  manufacturers.  Plaintiffs  would  have 
received  about  $10,000  per  pharmacy;  attorneys  would 
have  split  a  pot  of  up  to  $122  million. 

FORD  BRONCO  II  A  proposed  deal  called  for  vehicle 
-wners  to  get  warning  stickers  and  safety  information, 
he  attorneys'  take:  $4  million.  The  judge  slammed 
h  sides  for  potential  collusion. 


ASBESTOS  A  consortium  of  20  asbestos  defendants 
reached  a  $1.3  billion  settlement  to  cover  future 
injuries,  but  critics  condemn  it  as  inadequate.  A  federal 
appeals  court  is  expected  to  rule  later  this  year. 

TOBACCO  Liggett  Group's  settlement  of  the  so-called 
Castano  class  action  could  be  challenged.  The  Public 
Citizen  Litigation  Group  in  Washington,  D.C.,  has 
warned  plaintiffs'  lawyers  that  it  may  try  to  scuttle  the 
deal  for  surrendering  smokers'  injury  claims. 
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Average  Annual  Total  Returns* 
B  Blue  Chip  Growth  Fund 
□  Upper  Growth  Funds  Average 

37.9% 

l  30.8% 


20.3% 


1  year 


Since  inception 
(6/30/93) 
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A  TRADITION  OF  SOCCESSFUL 
GROWTH  STOCK  INVESTING 

In  the  1950s,  our  founder,  Thomas  Rowe  Price,  was  a  pioneer  of  the  Growth  Stock  Theory  of  Investing, 
which  stated  that  when  a  company's  earnings  outpace  inflation  and  the  economy  in  general,  its  stock 
price  will  rise  accordingly.  Since  then,  T.  Rowe  Price  has  provided 
investors  with  a  way  to  bring  the  advantages  of  growth  stocks 
to  their  portfolios.  Our  highly  experienced  fund  managers 
thoroughly  analyze  all  aspects  of  a  company's  flnancials  and 
management  capabilities  in  order  to  find  the  best  prospects  for 
long-term  growth. 

The  T.  Rowe  Price  no-load  equity  funds  described  below  offer 
investors  three  proven  ways  to  achieve  long-term  growth — large-, 
mid-,  and  small-cap  company  investing.  Each  fund  has  consis- 
tently outperformed  its  Lipper  Category  Average  for  the  periods 
ended  12/31/95.* 

T.  Rowe  Price  Blue  Chip  Growth  Fund  pursues  long  term 
capital  growth  and  current  income  by  investing  in  stocks  of  well- 
established,  large-cap  growth  companies. 

T.  Rowe  Price  Mid-Cap  Growth  Fund  invests  in  stocks  of 
medium-sized  companies  with  established  operating  histories 
and  attractive  growth  prospects.  Although  the  fund  may  offer 
greater  growth  potential  than  a  large-cap  fund,  it  is  expected  to 
involve  greater  risk. 

T.  Rowe  Price  New  Horizons  Fund  invests  primarily  in  stocks 
of  small,  rapidly  growing  companies  in  a  broad  range  of  indus- 
tries. Because  this  fund  invests  in  small-company  stocks,  its  price 
fluctuation  will  be  more  volatile  than  that  of  a  fund  investing  in 
the  stocks  of  larger  companies. 

Growth  stocks  tend  to  have  higher  price/earnings  ratios  and 
lower  dividend  yields  than  stocks  of  slower-growth  or  cyclical 
companies,  which  can  increase  their  volatility.  As  a  result,  growth 
stock  fund  prices  could  decline  further  in  market  downturns. 
$2,500  minimum  investment  ($1,000  for  IRAs).  No  sales  charges. 


Average  Annual  Total  Returns 
I  Mid-Cap  Growth  Fund 
□  Lipper  Mid  Cap  Funds  Average 
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Average  Annual  Total  Returns 
■  New  Horizons  Fund 
□  Lipper  Small  Company  Growth 
Funds  Average 
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Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-7871 

http://www.troweprice.com 


Invest  With  Confidence 

T.RoweRice 


urce:  Lipper  Analytical  Services,  Inc.  *  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  Total  returns  represent  past  performance 
stmenl  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Past  and  present  expense  limitations  have  increased  the 
I  returns  for  the  Mid-Cap  and  Blue  Chip  Growth  Funds.  Past  performance  cannot  guarantee  future  results.  Request  a  prospectus  with  more  complete  information,  including 
lagement  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  GSI030715 


Anyone  who  runs  a  business  wants  to 
grow  it.  Yet  all  too  often  what  stands  in 
the  way  of  growth  is  simply  managing  the 
day  to  day  business  tasks.  And 
when  you're  trying  to  stay  in  front 
of  the  competition,  that's  not  only 
frustrating,  it's  deadly. 

Here's  where  Lotus  SmartSuite" 
comes  in.  SmartSuite  is  all  the  soft- 
ware your  business  needs  to  manage 
your  business  more  effectively.  And  it's 
so  easy  to  learn  that  you  and  everyone  on 
your  team  will  be  able  to  use  it  in  no  time. 

(Probably  feel  a  little 
stronger  already,  huh?) 

SmartSuite  offers  you 
six   desktop  software 
applications,  as  opposed 
All  the  to  the  mere  four  that  other  soft- 

software  ware  suites  give  you.  You  get 
a  business  word  processing,  spreadsheets, 
needs.  database  management,  graphics, 

calendaring  and  scheduling,  and  a  multi- 
media tool.  SmartSuite  also  allows  you 
complete  Internet  access. 

This  means  that  you  can  manage  things 
better  and  ultimately  get  more  done. 
SmartSuite  lets  you  create  professional 
correspondence,  financial  statements,  graphic- 
sales  presentations,  track  inventory,  organize 
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your  daily  schedule  and  publish 
documents  directly  to  the  World 
Wide  Web.  And  because  the 
applications  in  SmartSuite 
are  completely  integrated, 
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In  Canada  call  1-800-GO-LOTUS.  'Upgrade  from  any  Lotus  or  competitive  software.  Dealer 
prices  may  vary.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA 
02142.  All  rights  reserved.  Lotus,  Working  Together,  Lotus  SmartSuite,  Approach,  Freelance  Graphics,  1-2-3 
Lotus  Organizer  are  registered  trademarks  and  Word  Pro  is  a  trademark  of  Lotus  Development  Corporation, 
is  a  registered  trademark  of  Microsoft  Corp.,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks  of 
lal  Business  Machines  Corp.  All  other  products  ate  registered  under  their  respective  companies. 


better  together. 

There's  more  that  SmartSuite  can  do. 

lN*^\W%Cf  A        more-  But  don't 
take  our  word  for  it,  try 
Lotus  SmartSuite  for  yourself,  and  let  it 
start  doing  things  for  you. 

Versions  of  SmartSuite  are  available  for 
Windows"  95,  Windows  3.1  and  OS/2®  and 
SmartSuite  is  now  included  with  Aptiva" 
ThinkPad"  and  most  IBM®  PC  desktops 
as  well  as  select  Acer*  AST"  and  Epson" 
PC's.  All  for  as  little  as  $149T  For  your 
free  Lotus  Gallery  CD  complete  with  a 
45  day  trial  version  of  SmartSuite,  call 
1-800-TRADE-UP,  ext.  B818.  Or 
reach  us  on  the 
World  Wide  Web 

at  www.lotus.com.     Working  Together* 


Lotus. 


Science  &  Technology 


COMPUTERS 


SPEED  GETS  A  WHOLI 
NEW  MEANING 


A  power  surge  has  scientists  salivating  over  applications 


CLEAR  SHOT:  Sandia's  Hale  says  high  speed  is  needed  for  nuclear  simulation 


torneys  invariably  claim  that  the  judges 
failed  to  understand  the  value  of  the 
deals.  They  defend  their  fees  as  rea- 
sonable compensation  for  time  and  mon- 
ey invested  and  complain  that  plaintiffs 
frequently  overestimate  chances  of  suc- 
cess. Says  H.  Laddie  Montague  of 
Philadelphia's  Berger  >y  Montague,  co- 
lead  counsel  for  the  plaintiffs  in  the 
drug  suit:  "A  wonderful  result  has  been 
temporarily  scuttled.  This  is  the  first 
time  [phai-macies]  have  ever  had  a  vic- 
tory over  the  drug  manufacturers." 

Even  as  judges  lash  out  more  at  plain- 
tiffs' lawyers,  the  new  scrutiny  will  make 
it  harder  for  companies  to  strike  deals 
with  opposing  attorneys  and  to  reach 
global  resolutions.  Several  pending  set- 
tlements are  now  being  viewed  more 
harshly.  A  $1.3  billion  deal  that  20  as- 
bestos makers  struck  in  1993  to  resolve 
all  their  future  claims  has  been  attacked 
as  unfair  to  potential  claimants  and  is 
under  review  by  a  federal  appeals  court. 
new  ADVOCATES.  Liggett  Group  Inc.'s 
settlement  in  the  Castano  tobacco  class 
action  that  seeks  damages  from  alleged 
smoking  addiction  also  may  be  chal- 
lenged. The  Public  Citizen  Litigation 
Group  in  Washington,  which  played  a 
key  role  in  overturning  the  Ford  Bron- 
co II  and  GM  pickup  settlements,  has 
notified  the  Castano  plaintiffs  steering 
committee  that  it  may  try  to  overturn 
the  deal  unless  smokers  and  then-  fami- 
lies are  assured  the  right  to  file  per- 
sonal-injury and  wrongful-death  suits. 

The  stricter  climate  may  not  only 
scotch  some  deals  but  also  put  an  end  to 
a  popular  corporate  litigation  tactic.  The 
idea  is  to  offer  to  plaintiffs  coupons  or 
other  noncash  payment  that  can  be  as- 
signed a  high  value  for  purposes  of  cal- 
culating plaintiffs'  attorneys'  fees  but 
that  cost  companies  little — such  as  the 
stickers  and  video  for  Bronco  II  owners. 

Even  though  judges  are  trying  hard- 
er to  protect  plaintiffs,  their  attempts 
can  backfire.  Hoping  to  prevent  plain- 
tiffs' attorneys  from  taking  too  large  a 
slice  of  the  winnings  in  a  class  action 
against  Archer  Daniels  Midland  Co.  for 
allegedly  manipulating  the  market  for 
livestock  feed  supplement  lysine,  feder- 
al Judge  Milton  I.  Shadur  in  Chicago 
held  an  unusual  auction  for  the  job. 
Philadelphia's  Kohn,  Swift  &  Graf  won, 
agreeing  to  cap  its  fees  at  $3.5  million 
(although  the  firm  can  appeal  for  more 
money).  After  only  a  few  months,  the 
firm  in  early  April  settled  the  case 
against  three  defendants  for  $45  mil- 
lion, entitling  plaintiffs'  lawyers  to  full 
payment.  Critics  now  wonder  if  the  ac- 
cord could  have  been  higher  without 
the  fee  cap.  One  way  or  another,  the 
plaintiffs  will  continue  to  handsomely 
compensate  their  lawyers. 

By  Mike  France  in  New  York 


L  ^footprints''  outlined  on  the  floor 

L-  with  tape  and  chalk:  That's  all 
there  is  to  see  in  the  computer 
annex  of  Building  880  at  Sandia 
National  Laboratories  in  Albuquerque. 
By  November,  though,  the  marked-off 
spaces  will  hold  the  cabinets  of  the 
world's  fastest  computer.  The  $46  million 
dream  machine  from  Intel  Corp.  will  be 
capable  of  cracking  the  long-time  fanta- 
sy speed  of  1  teraflops.  That's  computer- 
speak  for  a  trillion  calculations  per 
second. 

"It's  never  been  done  before — like 
the  first  moon  shot,"  says  Edward  A. 
Masi,  head  of  Intel's  supercomputer  di- 
vision in  Beaverton,  Ore.  Sandia's  com- 
puter nerds  figure  the  system's  peak 
speed  could  be  as  high  as  a  blistering 
1.8  teraflops — better  than  six  times  the 
world  record  of  281  gigaflops  that  a 
Sandia- Intel  team  set  in  December,  1994. 

Intel  has  just  begun  shipping  com- 
ponents to  Sandia,  marking  the  begin- 
ning of  what  promises  to  be  a  new  era 
of  dramatic  surges  in  computer  power. 
From  now  until  2002,  the  Energy  Dept. 
will  invest  $940  million  in  its  supercom- 


puter program,  called  the  Acceleral 
Strategic  Computing  Initiative,  or  as 
By  the  end  of  1998,  Energy's  plan  cs 
for  a  3-teraflops  system.  It  will  be 
stalled  at  either  Los  Alamos  Natio 
Laboratory  or  Lawrence  Livermore  I 
tional  Laboratory.  In  late  2000  or  ea 
2001,  the  lab  that  doesn't  get  that  co 
puter  will  get  a  still-zippier  10-terafl< 
speedster.  Coming  in  2002  or  2003  i: 
100-teraflops  system.  And  if  the  a; 
program  gets  extended  to  2005,  one 
Energy's  labs  then  might  throw  t 
switch  on  a  500-teraflops  computer. 

If  computers  were  planes  and 
gaflops  were  miles,  the  1994  chai 
could  flit  from  Philadelphia  to  Bos1 
in  one  second.  In  that  same  time,  a  5 
teraflops  model  could  travel  to  the  mc 
and  back.  Today's  best  personal  co 
puters  wouldn't  get  much  beyond  t 
two  long  blocks  from  Franklin  Square 
the  Liberty  Bell. 

What  on  earth  would  such  incredil 
computing  power  be  used  for?  F 
searchers  have  a  long  list.  It  indue 
modeling  the  atomic  structure  of  n 
materials  and  the  performance  of  co 
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To  get  an  idea  of  teraflops'  speed,  imagine  flying  to  the 
moon  and  back  in  one  second 


te  aircraft  designs  in  three  dimen- 
ns.  Simulating  the  effects  of  car 
shes  on  occupants,  not  just  vehicles, 
mother  example.  Or  simulating  the 
tactions  among  complex  molecules 
siological  systems.  Some  jobs  are  so 
gh  that  even  500  teraflops  can't  touch 
m  within  a  reasonable  time.  The  Na- 
lal  Science  Foundation  is  already 
king  far  down  the  road  at  the  need 

petaflops  (thousands  of  teraflops) 
I  even  exaflops.  One  exaflops  is  1 
ntillion  calculations  per  second — a  1 
owed  by  18  zeroes. 
)ne  hitch:  Nobody  knows  how  to 
Id  a  petaflops  computer,  let  alone  an 
iflops  machine.  "If  you  look  at  the 
niconductor  Industry  Assn.'s  road 
p  for  silicon  technology,  in  2010  it's 

quite  good  enough  for  petaflops," 
s  Rick  L.  Stevens,  director  of  com- 
er science  at  Argonne  National  Lab- 
tory.  He  is  a  member  of  an  elite 
3A  team  that  has  spent  more  than 
r  years  trying  to  figure  out  which 
ign  approaches  stand  the  best  chance 
:racking  the  petaflops  barrier, 
liven  after  the  group's  years  of  labor, 
cial  puzzles  and  questions  remain, 
it's  impossible  to  predict  for  certain 
t  the  desired  super-duper  systems 
1  be  built  on  time — or  ever.  "At  this 
nt,"  says  Argonne's  Stevens,  "even 
i  teraflops  is  just  a  fantasy  machine." 
EEDING  EDGE."  With  the  Defense  Ad- 
iced  Research  Projects  Agency 
iRPA)  trimming  its  funding  for  re- 
rch  on  high-performance  computers 
1  the  National  Science  Foundation  in 
i  throes  of  reorganizing  its  super- 
riputer  centers  to  conform  to  Wash- 
ton's  belt-tightening  moves,  Energy 

it  had  to  cough  up  the  nearly  $1  bil- 
i  to  spark  new  supercomputing  de- 
opments.  "What  they're  trying  to  do 


is  of  fundamental  importance  to  the  na- 
tion," says  Willy  Shih,  advanced-sys- 
tems marketing  director  at  Silicon 
Graphics  Inc.,  the  fastest-growing  sup- 
plier of  supercomputers. 

Energy  has  no  choice  but  to  endure 
the  inevitable  pain  of  pioneering  new 
"bleeding  edge"  technologies,  says 
Gilbert  G.  Weigand,  deputy  assistant 
secretary  for  strategic  computing.  The 
reason:  The  department  is  under  Presi- 
dential mandate  to  assure  the  safety 
and  effectiveness  of  nuclear  weapons — 
with  zero  physical  testing.  To  do  that 
with  aplomb  means  modeling  the 
weapons  in  far  greater  detail  than  has 
been  done  before.  "We've  got  to  develop 
the  technology  that  will  give  us  very 
high  confidence  in  simulations,"  says 
Weigand.  Achieving  that,  he  figures,  will 
take  at  least  100  teraflops. 

The  trouble  with  today's  nuclear- 
weapons  simulations  is  that  they're 
flat — run  only  in  two  dimensions.  "To 
be  confident  about  safety  and  perfor- 
mance issues,  we  have  to  move  to  full  3- 
D  simulations,"  says  Arthur  L.  Hale, 
Sandia's  manager  for  parallel  comput- 
ing. "But  that  increases  the  magnitude 
of  the  problem  exponentially."  More- 
over, current  software  models  carve  up 
a  bomb  into  only  20  million  cells,  which 
Hale  considers  grossly  oversimplified. 
A  lot  of  atomic-level  physics  takes  place 
inside  these  cells,  hidden  from  the  com- 
puter. To  achieve  the  necessary  real- 
ism, he  says,  "we  want  much  finer  res- 
olution— hundreds  of  millions  of  cells." 
And  the  technologies  developed  for  that 
could  provide  a  real  boost  to  U.  S.  in- 
dustrial competitiveness,  Hale  says. 

IBM's  Mark  F.  Bergman  agrees.  He 
heads  Big  Blue's  supercomputer  divi- 
sion, which  has  submitted  a  bid  to  sup- 
ply the  3-teraflops  system  that  Energy 


wants  in  1998.  IBM's  game  plan  had  al- 
ready called  for  teraflops  speeds  by  the 
turn  of  the  century,  he  adds,  because 
such  performance  will  be  demanded  by 
customers  in  aerospace,  automotive, 
pharmaceuticals,  and  perhaps  even  the 
entertainment  business.  Energy's  ASCI 
program  "is  just  accelerating  things  by 
two  years  or  so." 

BOWING  OUT.  Because  asci's  long-term 
goals  are  so  risky,  Energy  officials  were 
careful  not  to  ask  for  breakthroughs 
that  were  too  blue-sky.  For  example, 
the  1.8-teraflops  system  headed  for  San- 
dia  is  an  expansion  of  the  massively 
parallel  Paragon  supercomputers  that 
Intel  has  been  building  since  1992.  This 
one  is  spiffed  up  with  newer  micro- 
processors, and  more  of  them.  It  will 
contain  9,018  high-end  Intel  Pentium 
Pro  chips.  The  system  that  produced 
281  gigaflops  in  1994  was  a  pair  of 
linked  Paragons  with  a  total  of  6,768 
i860  chips,  which  date  back  to  1989. 

Although  it  sold  more  than  200 
Paragons,  Intel  decided  earlier  this  year 
to  bow  out  of  the  supercomputer  game. 
However,  it  will  continue  to  make  the 
key  components  for  its  teraflops  sys- 
tem, which  computer  makers  can  bundle 
with  disk  drives  and  other  parts  to  pro- 
duce massively  parallel  number-crunch- 
ers. Intel  might  decide  to  bid  on  Ener- 
gy's 10-teraflops  computer,  even  though 
it  will  skip  the  3-teraflops  step.  For  that 
system,  Energy  decided  to  spread  its 
money  around — and  hedge  its  bets — by 
specifying  a  different  approach.  Instead 
of  massively  parallel,  this  system  will 
be  a  cluster  of  so-called  symmetric  mul- 
tiprocessing (smp)  computers.  These  ma- 
chines will  be  linked  by  high-speed  con- 
nections so  they  can  gang  up  on  big 
problems.  In  addition  to  ibm,  suppliers 
of  smp  computers  include  Silicon  Graph- 
ics, sgi's  Cray  Research  unit,  Hewlett- 
Packard,  and  Digital  Equipment. 

If  Energy  can  prove  that  simulation 
works  for  nuclear  bombs,  the  technique 
will  be  enormously  important  to  indus- 
try, says  Debra  Goldfarb,  director  of 
high-performance  computing  research 
at  market-watcher  International  Data 
Corp.  "Clay  models  are  gone — we  don't 
build  cars  that  way  anymore,"  says 
Goldfarb.  "And  then  you  get  into  bio- 
logical modeling  and  lots  of  other  science 
that  we're  only  beginning  to  understand. 
The  whole  economy  is  moving  more  and 
more  to  simulations."  Which  is  why 
there  will  always  be  a  need  for  a  still- 
bigger  supercomputer. 

By  Otis  Port  in  New  York 


NSF  S  COMPUTING  WISH  LIST 

Finding  detailed  answers  for  the  thorniest  calculations  in  science  will 
require  almost  unimaginably  swift  supercomputers — machines  that  can 
perform  at  speeds  in  multiples  of  petaflops  ( 1  quadrillion  calculations  per 
second)  and  exaflops  ( 1  quintillion  calculations  per  second) 


MBLEMS 

SPEEDS  USED  FOR 
RECENT  CALCULATIONS 

SPEEDS  NEEDED 
BY  2000 

LONG-RANGE 
NEEDS 

OMPUTATIONAL  COSMOLOGY 

30  gigaflops 

200  gigaflops 

10  exaflops 

ITERATIONS  BETWEEN  ATOMS 

300  gigaflops 

30  teraflops 

Under  study 

OLECULAR  DYNAMICS  IN  BIOLOGY 

30  gigaflops 

3  teraflops 

20  petaflops 

UANTUM  CHR0M0DYNAMICS 

30  gigaflops 

7  teraflops 

100  exaflops 

DATA  NATIONAL  SCIENCE  FOUNDATION 


YOUR  BIGGEST  GLOBAL  RISK  MAY  BE 

USING  AN  INSURER  WITHOUT  THE 
FINANCIAL  STRENGTH  AND  INTEGRATED 
GLOBAL  CAPABILITIES  OF  AIG. 


Quite  simply,  it  you're  a  global  company,  you  face  a  variety  of  changing  Financial 
exposures.  You  need  a  financial  partner  that  not  only  understands  complex  risks, 
but  can  also  provide  a  variety  of  insurance  and  financial  solutions.  Not  to  mention 
the  size,  strength  and  stability  to  be  there  for  the  long  term.  Enter  AIG  —  with 
unparalleled  global  capabilities  backed  by  extraordinary  financial  strength. 

What  AIG  offers  is  expertise  not  only  in  insurance,  but  also  in  managing  and 
integrating  total  marketplace  risk.  By  combining  traditional  insurance  with 
sophisticated  financial  solutions,  we  create  unique  consolidated  risk  financing 
programs,  including  large-limit  multiyear  packages  with  flexible  terms  and  limits. 

And  who  better  to  meet  your  local  needs  than  someone  who's  there? 
With  olhces  in  130  countries  and  jurisdictions  throughout  the  world,  we  have  an 
unmatched  knowledge  of  local  conditions  and  regulations.  These  resources  deepen 
our  own  on-the-ground  financial  structuring,  engineering  and  claims  capabilities. 

To  underscore  that  we  can  handle  all  your  needs,  we've  even  created  a 
specialized  division,  AIG  Global  Risk.  Only  AIG  could  bring  together  this  seamless 
unit  to  provide  integrated  risk  management  solutions.  Access  is  just  a  call  away. 

And  we  back  it  all  up  with  an  impeccable  balance  sheet,  Triple-A  ratings, 
capital  funds  of  nearly  $20  billion,  and  net  loss  reserves  approaching  $20  billion. 

So  we'll  be  there  whenever  and  whereveryou  need  us.  Because  no  one  else  can. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc ,  Dept  A,  70  Pine  Street.  New  York.  NY  10270 
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evelopments  to  Watch 


ED  BY  NEIL  GROSS 


MASTER  SWITCH' 
I  TURNS  ON 
IT  GROWTH 

1ENERS  LIKE  TO  SING  THE 

;es  of  their  succulent 
s  and  delicate  flowers, 
these  floral  wonders  are 
ible  only  because  of 
Is  hidden  beneath  the 
the  roots  that  bring  in 
ture  and  nutrients, 
ng  droughts  or  in 
acky  landscape, 
ral  root  systems 
be  no  match 
he  task. 
>w,  plant  bi- 
sts  at  the 
Institute 
Biological 
ies  in  La 
Calif.,  have 
erated  root 
th  with  a  ge 
engineering  tech 
;  that  could  lead  to  big- 
higher-yielding  crops, 
ting  with  the  mustard 
I — the  plant  biologist's 
ralent  of  a  lab  rat — they 
ved  a  40%  increase  in  the 
of  root  growth  by  elevat- 
he  production  of  one  key 
sin,  cyclin.  The  new  roots 


grow  in  normal  shapes  and 
patterns,  showing  no  aberran- 
cies.  In  effect,  says  Salk  mol- 
ecular biologist  Peter  Doemer, 
cyclin  acts  as  a  "master 
switch"  regulating  root  cell 
growth. 

The  gene  that  makes  cyclin 
in  plants  is  activated  through 
a  chemical  cascade  set  off  by 
environmental  cues  such  as 
light,  water,  minerals, 
or  by  the  plant's  own 
hormones.  When  the 
amount  of  cyclin 
reaches  a  critical 
threshold,  the 
cells  multiply. 
By  reengineer- 
ing  the  regula- 
tory regions 
of  the  gene, 
D  o  e  r  n  e  r 
and  his  team 
coaxed  it  into 
producing  the  pro- 
tein continuously.  Once 
the  team  understands  how  the 
cyclin  molecule  works,  it  ex- 
pects to  produce  similar  re- 
sults in  other  plants. 

Which  crops  would  the  bi- 
ologists target  first?  Vaiieties 
of  corn  or  alfalfa  that  don't 
normally  tolerate  drought. 

David  Graham 


CHECKING  HEART  RATE  IN  A  HEARTBEAT 

AN  ATHLETIC  LIFESTYLE  IS  NO  GUARANTEE  AGAINST 

heart  problems — as  demonstrated  by  the  collapse  of 
University  of  Massachusetts  basketball  star  Marcus 
Camby  and  by  figure  skater  Sergei  Grinkov's  death  last 
year.  When  an  athlete  or  performer  does  collapse,  doc- 
tors at  the  scene  often  can't  determine  whether  hospi- 
talization is  required. 

Medical-equipment  startup  Micromedical  Industries 
Ltd.  (mmi)  of  Labrador,  Australia,  thinks  its  portable 
cardiac  monitor,  called  Biolog,  can  help.  In  the  space  of 
10  seconds,  this  lightweight,  battery-powered  device 
records  abundant  data  on  heart  rate  and  rhythm.  And  it 
costs  just  $3,200,  one-third  what  emergency  rooms  pay 
for  bulkier  machines.  "It's  a  valuable  diagnostic  tool  for 
any  sports  event,"  says  Dr.  Marvin  M.  Adner,  medical 
director  for  the  Boston  Marathon,  who  had  it  on  hand 
for  last  week's  race.  Marci  Alborghetti 


GREEN  CERAMICS 
FOR  INDUSTRY 

LIGHT,  DURABLE,  ALUMINUM- 

based  ceramics  are  ideal  ma- 
terials for  car  parts,  circuit 
boards,  and  other  industrial 
components.  More  than  30 
million  tons  are  used  in  the 
U.  S.  each  year.  But  the 
chemical  companies  that 
make  them  are  left  with  pol- 
luting organic  solvents  and 


acids  to  dispose  of.  Rice  Uni- 
versity chemistry  professor 
Andrew  Barron  has  invent- 
ed a  process  that  requires 
only  water  as  a  solvent  and 
releases  nothing  more  toxic 
than  carbon  dioxide.  And  the 
same  process  can  be  used  to 
make  industrially  attractive 
"mixed"  ceramics  that  con- 
tain more  than  one  metal. 
tda  Research  Inc.  in  Wheat- 
ridge,  Colo.,  is  helping  to 
commercialize  the  process. 


IW  TO  MAKE  TOONS  BOOGIE  LIKE  BIPEDS 


'Y  THE  POOR  COMPUTER 

imator,  staring  into  a 
mitor  till  4  a.m.  and  cre- 
ng  frame  after  frame  of  a 
rsnip  that  sprouts  legs 
1  begins  to  dance.  With 
;h  frame,  every  limb  of 
i  edible  ballerina  has  to 
nudged  into  a  slightly 
ferent  position.  Autodesk 
i.'s  newly  formed  Kinetix 
it  aims  to  spare  anima- 
•s  most  of  that  grunt 
rk  with  a  new  program 
led  Biped. 

Biped,  a  plug-in  module 
Autodesk's  new  3D  Stu- 
i  Max  software,  knows 
iv  bipeds  move.  It  under- 
mds  biomechanics  and  the 


center  of  gravity.  An  anima- 
tor has  only  to  specify 
where  the  parsnip's  feet  are 
supposed  to  land,  step  by 
step,  like  a  Fred  Astaire 
dance  manual.  Biped  does 
the  rest — figuring 
out  how  the  arms 
would  swing  and  the 
head  would  bob  as 
the  character  follows 
the  prescribed  foot- 
steps. For  dance,  the 
animator  can  specify 
where  the  hands 
should  go,  too. 

Biped  works  with 
stick  figures.  A  sec- 
ond plug-in  module, 
Physique,  dresses 


the  stick  figure  with  the 
wire-frame  form  of  the  char- 
acter. Physique  remodels  the 
wire  frame  as  the  character 
moves — bulging  the  biceps 
when  the  elbow  is  bent,  for 
instance. 

The  just-released  3D  Stu- 


dio Max  runs  on  the  indus- 
trial-strength Windows  NT 
operating  system,  in  con- 
trast to  predecessor  3D  Stu- 
dio, which  ran  only  on  DOS. 
That,  plus  the  program's 
new  features,  should  make 
it  a  strong  competitor  to 
higher-priced  soft- 
ware from  Silicon 
Graphics  Inc.,  whose 
Wavefront  unit  has  a 
similar  program, 
Kinemation. 
Dataquest  Inc.  ana- 
lyst Kathy  Klotz 
calls  3D  Studio  Max 
"pretty  amazing." 
Klotz  says  SGI  has 
recognized  the  threat 
and  is  cutting  its 
prices.       Peter  Coy 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwapr@businessweek.com 


The  .shape  of  a  vehicle's  body 
has  everything  to  do  with  inner 
space,  and  how  it  moves  through 
the  outside  atmosphere. 

So  the  people 
who  designed 
Dodge  Stratus- 
crumpled  up  the 
book  of  conventional 
wisdom,  and  came  up  with  this 
extraordinary  example  of  air 
management,  space  maximization 
and  automotive  architecture. 


The  lines  are  round,  soft, 
wedge-like.  Its  wheels-to-the- 
corners  stance  helps  give 

Stratus  remarkable 
handling  and 
stability.  The 
lowered  cowl 
provides  superb 
visibility  and 
aerodynamics.  And  the  dual 
pedestal-mounted  side  mirrors 
channel  airflow  so  deftly,  they 


for  better  side  window  visibili 
Inside  is  the  inherent 
spaciousness  of  cal 
forward  design,^ 
with  decidedly 
driver-oriented 
ergonomics.  Tht 
I  way  the  doors  are 
curved  front-to-ba 
and  top-to-bottot 
helps  provide  even 
more  shoulder  and  hip  room  c 


even  manage  to  reroute  the  rain      add  side-impact  protection. 


It  makes  exc 
use  of  air  an< 


other  nice  benefit:  beneath  the 
>tle  rear  spoiler  sits  the  largest 
nk  in  the  class* 
The  Dodge  Stratus.  From 
e  end  to  the  other,  it 's  a 
?ath  of  fresh  air.  And  space. 
■  more  information,  call 
00-4-A-DODGE,  Or  see  your 
ndly  Dodge  dealer.  And  be 
?  to  ask  about  our  Customer 
%  Care™  3 -year  or  36,000- 
!  bumper-to-bumper  warranty 
3/36  Roadside  Assistance** 

tional 
pace. 


Stratus  ES  standard 
equipment  includes. . . 

•  16-valve,  SOHC,  sequential 
multi-point  fuel-injected  engine 

•  5-speed  manual  transmission 

•  Modified  double-wishbone  touring  suspension 

•  Rear  defroster  •  AM/FM  cassette  stereo 

•  Ultra  high-strength  steel  door  beams 

•  Air  conditioning  •  Reclining  bucket  seats 

•  Dual  airbags  •  Child  safety  rear  door  locks 

•  ABS  •  Dual  power  heated  mirrors 

•  C upholders  •  Speed  sensitive  steerin g 

•  Intermittent  wipers  •  Speed  control 

•  Tinted  glass  •  Power  windows  and  door  locks 

•  Dual  visor  vanity  mirrors 

•  Tilt  steering  •  15  "  cast  aluminum  wheels 

t  >  Ward 's  lower  middle  segment. 

See  limited  warranty  &  restrictions  at  dealer. 
Exc  hull  s  normal  maintenance  <i  wear  items. 
ALWA  YS  WEAR  YOUR  SEAT  BELT. 


Stratus 
The  New  Dodge 

A  DIVISION  OF  THE  CHRYSLER  CORPORATION  © 


Economics 


COMMENTARY 


By  Michael  J.  Mandel 


A  DANGEROUS  CONCENTRATION? 


Is  merger  mania  hurting  the 
U.  S.  economy?  Last  year, 
the  economy  rang  up  al- 
most 9,000  mergers  and  acqui- 
sitions, worth  a  record  $460 
billion.  And  the  frenetic  pace 
of  such  combinations  hasn't  let 
up  during  1996.  In  the  first 
week  of  April  alone,  regional 
telephone  company  sbc  Com- 
munications announced  its  in- 
tention to  combine  with  Pacif- 
ic Telesis  Group  for  almost 
$16  billion,  insurance  giant 
Aetna  Life  &  Casualty  bid  al- 
most $9  billion  for  U.  S. 
Healthcare,  and  Allegheny 
Ludlum  agreed  to  merge  with 
Teledyne  in  a  $2  billion  deal. 

For  the  most  part,  econo- 
mists and  antitrust  regulators 
from  the  Justice  Dept.  and  the 
Federal  Trade  Commission 
have  focused  on  whether 
mergers  such  as  these  reduce 
competition  in  their  individual 
markets — the  market  for  local 
telephone  services  in  one  city, 
for  example,  or  the  national 
market  for  specialty  steel 
products.  The  main  issue  is  whether  con- 
sumers of  these  products  or  services  will 
see  higher  prices  because  of  the  merger. 
LOOK  UNDERNEATH.  But  there's  another 
issue  that  has  received  much  less  atten- 
tion. The  ongoing  merger  boom  raises  a 
fundamental  question  of  whether  the 
U.  S.  economy,  when  taken  as  a  whole, 
is  becoming  more  concentrated.  On  the 
surface,  it  looks  as  though  the  biggest 
companies  are  shrinking  as  they  shed 
workers  in  the  process  of  cutting  costs. 
But  judging  by  the  stock  market,  there 
are  signs  that  economic  power  and  the 
ability  to  generate  profits  is  becoming 
gradually  more  concentrated. 

To  see  why  this  is  so,  look  at  the 
market  value  of  the  largest  U.  S.  com- 
panies. That  figure  reflects  the  stock 
market's  assessment  of  their  economic- 
might,  in  much  the  same  way  that  indi- 
vidual wealth  indicates  control  over  eco- 
nomic resources.  In  the  first  quarter  of 
1996,  the  50  largest  companies  had  a 
market  value  of  $2.2  trillion,  represent- 
ing more  than  39%  of  the  market  value 
of  the  BUSINESS  week  1000  companies. 
That's  up  from  37.5%  in  1989,  the  com- 


parable point  during  the  last  business 
cycle  (chart). 

Moreover,  today's  merger  boom,  if  it 
continues,  is  likely  to  increase  the  con- 
centration of  economic  power  even  fur- 
ther. The  mergers  that  have  been  an- 
nounced and  not  yet  finalized,  including 
the  union  between  Time  Wamer  and 
Turner  Broadcasting,  and  future  poten- 
tial combinations,  such  as  the  possible 
merger  between  Bell  Atlantic  and 
Nynex,  should  boost  the  market  value 
of  the  largest  companies  even  more.  In 
an  age  when  entrepre- 
neurial innovation  is 
more  important  than 
ever  before,  the  dangei 
is  that  the  U.  S.  may 
be  in  a  slow  spiral  to- 
wards towards  gi- 
antism which  could 
squeeze  out  smaller 
companies  and  choke 
off  competitive  vigor. 

Using  share  of  mar- 
ket value  to  measure 
the  overall  concentra- 
tion of  the  economy 


does  have  some  drawb 
Stock  prices  for  indivi< 
companies  can  swing  s 
for  a  wide  variety  of  r 
including  the  business 
But  on  average,  a  com 
with  more  market  pow 
have  higher  profits  an< 
a  higher  stock  price  ai 
ket  value.  Microsoft  G 
example,  has  relatively 
sales  but  a  very  high  i 
value,  reflecting  its  hij 
and  its  potent  influene 
the  entire  software  an 
sonal  computer  indust] 
True,  the  antitrust  p 
do  have  effective  tools 
ing  with  lim-of-the-mfll 
sion  and  price-fixing  ca 
with  mergers  between 

GIANTISM 
Individual  mergers  5 
harmless,  but  the  U. 
be  in  a  spiral  that  co 
choke  competition 


competitors.  "In  price-fixing,  the 
some  clear  trip  wires,"  says  Law 
White,  a  professor  at  the  Stern  ! 
Business  at  New  York  Universit 
was  chief  antitrust  economist  at 
tice  Dept.  in  the  early  1980s. 
STEAMROLLER.  The  Justice  Dep 
the  Federal  Trade  Commission, 
major  antitrust  agencies,  have  ( 
guidelines,  last  revised  in  1992, 
ing  with  the  proposed  mergers 
competitors.  Mattel's  offer  to  m 
with  Hasbro  was  in  part  stymie 
titinst  consider 


THE  BIG  GET  A  BIT  BIGGER 
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as  was  the  pote 
combination  of 
makers  McDoni 
Douglas  and  Be 
On  Apr.  17,  the 
cided  to  oppose 
merger  betweei 
store  chains  Ri( 
and  Revco. 

But  just  look 
the  individual  n 
is  not  enough.  1 
ger  is  that  even 
ers  between  cor 
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Information  Processing 


not  direct  competitors  can  cre- 
mroller  effect  that  can  make  it 
■  smaller  companies  to  survive, 
ations  get  bigger,  the  pressure  is 
ne  else  to  merge  as  well.  That's 
ixample,  in  the  media  industry, 
npanies  have  been  combining  at 
"ate  in  order  to  get  access  to 
ibution  channels  and  content, 
ison  why  size  is  important  is 
lomists  call  "the  network  ef- 
rkets  where  consumers  prefer  a 
ducer  or  a  single  standard.  For 
it  makes  sense  for  any  tele- 
be  able  to  call  any  other  phone, 
m  having  two  or  more  incom- 
lephone  networks.  In  industries 
>ftware  and  telecom,  the  domi- 
srs  get  to  set  the  standards, 
iiyone  else  must  then  follow, 
mstance  may  have  benefits  for 
3,  at  least  in  the  short  ran — but 
tmpetitors  are  forced  to  follow 
ih.  Competitors  need  to  be  big 
set  up  their  own  standards,  or 
ite  on  equal  terms. 
VOES.  At  the  same  time,  the 
one  market  makes  it  easier  to 
mtrol  of  other  markets.  A  local 
company,  for  example,  might 
i  use  its  lines  to  homes  to  gain 
age  in  providing  long-distance 
well.  Or  a  merger  between  a 
utical  company  and  a  major 
•ibutor  could  make  it  harder  for 
gmakers  to  sell  their  products 
hat  distributor. 

er,  the  convergence  between  dif- 
ustries  poses  special  problems 
ist  regulators.  In  the  telecom  in- 
|  example,  it's  still  not  clear 
he  strongest  competitors  to  the 
ihone  companies  will  turn  out  to 
)le  companies,  the  wireless 
or  the  long-distance  companies. 
It,  mergers  between  apparently 
ting  companies  may  have  the  ul- 
ect  of  reducing  competition 
technological  and  regulatory  en- 
;  settles  down.  "A  PacTel-SBC 
oks  fine  now,"  says  Timothy  J. 
an  economist  at  the  University 
nd.  "But  we  don't  know  who  is 
>e  competing  with  whom.  We 
v  enough  to  draw  a  fine." 
nt  years,  most  antitrust  econo- 
e  made  a  point  of  emphasizing 
5ss  by  itself  is  not  a  crime.  For 
idual  company,  that  perspective 
he  right  one.  But  no  one  wants 
ny  composed  only  of  giants. 

I  covers  macro  trends  in  the 


INFORMATION  MANAGEMENT 


NEW  TRICKS 
FOR  HELP  LINES 

Customer-support  software  is  going  gangbusters 


Two  years  ago,  cus- 
tomer-service hot 
lines  at  Yamaha 
Corp.  of  America 
were  so  congested  that 
an  estimated  35%  of 
callers  gave  up  before 
getting  through.  The 
company's  biggest  cus- 
tomers, such  as  nbc 
Inc.,  had  to  wait  on  line 
with  the  hoi  polloi. 

Tired  of  losing  cus- 
tomers, Yamaha  in- 
creased its  phone-sup- 
port staff  and  asked  a 
small  Emeryville  (Calif.) 
software  company  called 
Scopus  Technology  Inc. 
to  help  automate  cus- 
tomer service.  Today 
when  a  call  comes  in 
from  nbc,  Scopus  soft- 
ware in  Yamaha's  com- 
puter-telephony system 
recognizes  the  incoming 
call  and  transfers  it 
promptly  to  an  engineer, 
along  with  detailed  data 
on  nbc's  previous  ques- 
tions and  complaints. 

That's  a  big  help  right 
there.  But  the  Scopus 
package  also  tracks  each 
customer  interaction — in 
the  process  compiling  ~ 
data  that  can  help  spot  problems,  im- 
prove products,  or  even  generate  sales 
leads.  "We  know  exactly  how  we're  do- 
ing," says  Steven  G.  Thatcher,  general 
manager  for  support  at  Yamaha's  Cus- 
tomer Satisfaction  Group.  'We  can  check 
recurring  calls,  see  how  long  it  takes 
us  to  get  back  to  the  customer,  and 
track  defects  down  to  a  single  product 
and  single  serial  number." 
SMART  SUPPORT.  Across  Corporate 
America,  troubleshooters  such  as 
Thatcher  are  discovering  the  benefits 
of  "customer-interaction"  software. 
Whether  the  business  is  insurance,  long- 
distance phone  service,  or  selling  high- 


IN  FAIRBANKS 

ware  to  check 


A  trouble  shooter  uses  Remedy  soft- 
computer  glitches  along  the  pipeline 


tech  gear,  companies  are  finding  such 
software  can  help  turn  their  customer- 
service  operations  into  a  coiporate  asset. 
Already,  a  half-dozen  Silicon  Valley 
startups,  in  addition  to  Scopus,  are  pro- 
ducing customer-interaction  software — 
and  helping  companies  in  the  service 
economy  reap  big  rewards. 

How?  For  starters,  these  programs 
shrink  time  spent  on  800-service  lines 
because  each  customer  describes  a  prob- 
lem only  once.  More  important,  with 
every  call,  a  database  of  customer 
queries  and  complaints  is  built  up,  which 
can  yield  insights  into  the  business  that 
can  lead  to  improvements.  Using  a  soft- 


Information  Processing 


ware  program  from  Remedy  Corp.,  a 
technical  support  group  within  Motoro- 
la's cellular  division  realized  that  it  was 
spending  far  too  much  time  helping  the 
division's  personal-computer  users  in- 
stall software  programs.  Now,  more 
software  comes  preinstalled  on  new  PCs. 
"Remedy  helps  us  operate  with  half  the 
number  of  staff  you'd  expect  to  see  on  a 
network  this  large  and  complex,"  says 
Motorola  Senior  Director  of  Informa- 

HOW  CUSTOMERS  GET  HELP 

1A  call  for  help  comes  Into  Micro 
soft's  support  center  from  a 
new  customer:  a  systems 
manager  at  a  large  bank. 
As  she  talks,  a  Microsoft 
engineer  creates  a  file  that 
describes  the  problem. 
A  pop-up  screen  on  his 
desktop  has  already 
identified  the  caller, 
and  produced 


a  snapshot  of 
her  network 
configuration. 


appealing  to  investors  and  analysts. 
Most  of  the  customer-interaction  soft- 
ware makers  have  already  adapted  their 
products  to  work  with  the  Web.  At  Mo- 
torola, for  example,  employees  can  solve 
their  own  systems  problems  using  ques- ' 
tion-and-answer  screens  on  the  compa- 
ny's intranet. 

Customer-service  software  startups 
will  get  an  even  bigger  boost  as  Web- 
browsing  programs  gain  new  powers 
and  companies  begin  to  integrate  their 
telephone  and  computer  systems  more 
tightly.  By  the  end  of  this  year,  fig- 
ures Vantive  ceo  John  R.  Luongo,  PC 
owners  with  a  problem  will  be  able  to 
get  onto  the  manufacturer's  Web  site 
to  make  direct  inquiries  and  activate 
software  at  the  site  to  scour  different 
databases  for  a  solution.  If  that  does 
not  solve  the  problem,  PC  users  will 
be  able  to  click  a  button  on  the  screen 
to  activate  a  voice  line  and  speak  with 
a  real  person.  A  pop-up  screen  on 
that  agent's  computer  will  display  a 


urn  Technology  Services  Jack  Leifel. 

Thanks  to  similar  stories  at  hun- 
dreds of  companies,  customer-inter- 
action software  "has  become  one  of 
the  hottest  areas"  for  large  corpo- 
rations, says  Vinnie  Mirchandani,  an 
analyst  at  Stamford  (Conn.)-based 
Gartner  Group  Inc.  And  the  explo- 
sion of  activity  on  the  World  Wide 
Web  is  speeding  adoption  of  the  soft- 
ware by  corporations.  With  the  rise 
of  corporate  intranets — internal  net- 
works based  on  the  Web — virtually 
every  employee  with  a  Web  browser 
and  proper  authorization  has  the  infor- 
mation to  help  customers. 

That  adds  up  to  a  big  opportunity. 
The  market  for  customer-interaction 
software  could  soar  from  about  $400 
million  last  year  to  $3  billion  by  2000, 
says  Hambrecht  &  Quist  analyst  J.  Neil 
Weintraut.  The  top  players  in  the  bur- 
geoning field — Remedy,  Vantive,  Clarify, 
and  Scopus — have  racked  up  100%  an- 
nual sales  growth  since  the  early  1990s. 
ALL-TIME  HIGHS.  And  they're  cashing  in 
on  investor  enthusiasm:  All  four  com- 
panies have  gone  public  since  last 
March,  beginning  with  Remedy,  which 
H&Q  helped  underwrite.  Its  shares,  ini- 
tially priced  at  23,  began  trading  at  43. 
Today  the  stock  hovers  around  62.  Clar- 
ify Inc.  arrd  Vantive  Corp.  were  quick  to 
follow.  Both  have  doubled  in  value  and 
are  trading  near  all-time  highs. 

The  Web  synergies  are  particularly 


2 If  the  engineer  can' 
solve  the  problem 
within  a  specified 
time,  his  computer 
alerts  the  Microsoft 
team  manager,  who 
can  call  up  the  case 
with  a  few  clicks  on  the 
keyboard.  When  the 
problem  is  solved  and 
the  manager  has  entered 
comments,  the  case  is 
stored  in  a  database. 


TEAM 
ALERT! 


DATABASE 

• 

SOLVED 

i  
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complete  record  of  the  customer's  ef- 
fort to  solve  the  problem.  "When  all 
the  Internet  hype  finally  settles," 
says  Luongo,  "customer  interaction 
and  services  will  be  the  leading  ap- 
plications on  the  Net." 

So  far;  companies  have  been  willing 
to  pay  top  dollar  for  customer-sup- 
port software.  Remedy,  for  example, 
charges  upwards  of  $100,000  for  big 
corporate  clients — helping  it  maintain 
operating  profit  margins  of  25%  and 
net  profit  growth  of  150%.  The  $40 
million  software  maker  got  its  start 
by  automating  internal  help  desks.  Now, 
Remedy's  software  is  used  by  many  com- 
panies to  provide  service  and  support  to 
external  customers  as  well.  The  Anchor- 
age (Alaska)  office  of  computer  consul- 
tants (T<;  Corp.,  for  example,  relies  on 
Remedy's  ap.  User  software  to  trou- 
bleshoot  computer-  glitches  for  Alyeska 
Pipeline  Service  Co.,  which  manages  800 
miles  of  Alaskan  oil  pipeline. 

Clarify,  on  the  other  hand,  focused 


from  the  beginning  on  external  supp 
The  company  has  had  particular  s 
cess  attracting  high-tech  giants  sue! 
Hewlett-Packard,  Cisco  Systems,  ; 
Microsoft  (table).  After  toying  with 
veloping  its  own  customer-service  s 
ware,  Microsoft  last  year  settled 
Clarify.  A  key  selling  point:  its  flexil 
ty,  says  Mark  Perry,  Microsoft's  gem 
manager  for  corporate  and  develo 
support.  ,rWe  could  integrate  it  with 
existing  databases  handling  contr 
management,  accounting,  and  qua 
tracking,"  he  explains.  The  softw 
handles  a  relatively  modest  1,100  cal 
day — about  4%  of  the  company's  ti 
phone  volume.  But  the  results  have  j 
suaded  Perry  to  make  Clarify  a  ] 
tool  for  use  by  all  the  company's  3, 
support  engineers  in  North  Americj 
Indeed,  Clarify  ceo  David  Stamm 
ures  the  boom  in  home  pes  create 
huge  demand  for  his  customer-inter 
tion  software.  Hardware  and  softw 
companies  are  selling  more  stuff  at  I 
er  prices  and  to  customers  who  are  ' 
sophisticated.  "Providing  service 
comes  a  tremendous  challenge,"  he  si 
bright  FUTURE?  Home  PC  owners 
course,  aren't  the  only  consumers  \ 
could  use  coddling.  Calling  into  a  I 
line  can  be  as  frustrating  for  a  bi 
ness  user  as  a  consumer.  Vantive's  c 
tomers,  for  example,  range  from  Jap 
ese  electronics  powerhouse  Canon  '. 
to  California's  largest  health-mair 
nance  organization,  Kaiser  Permanei 
How  long  can  the  startups  thri 

3 Next  time  the  customer  calls,  any  service 
engineer  who  answers  the  phone  can  pull 
the  case  up  and  add  to  it.  A  separate  Clarify 
program,  meanwhile,  monitors  the  database 
for  patterns  in  incoming  calls  and  CLARII 
reports  any  recurrent  problems 
to  Microsoft's  quality-control  team. 


BANK 
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Analysts  and  investors  are  debating  t 
point.  One  startup,  Software  Artis 
in  Indianapolis,  is  struggling.  And  si 
ware  giants  such  as  Germany's  sap 
starting  to  sell  similar  types  of  s< 
ware.  Still,  Clarify's  Stamm  figures  c 
tomer-interaction  software  makers  h 
a  huge  head  start.  And  they  aires 
have  a  leg  up  with  the  people  v 
count — the  customers. 

By  Neil  Gross  in  New  Y 
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The  Dark 

Side 
of 

Internet 
Commerce 


fhe  Standish  Group  research  shows  that  American 
sinesses  lose  billions  of  dollars  each  year  as  a  result 
computer  system  failures.  There  is  no  environment 
>re  unreliable  or  insecure  than  the  Internet.  Yet  this 
yironment  is  the  new  hope  for  electronic  commerce, 
fact,  The  Standish  Group  estimates  that  by  the  year 
30  over  half  the  world's  electronic  transactions  will 
:ur  over  the  Internet. 

erviews  conducted  with  CEOs  representing  Fortune 
3  corporations  reveal  that  fully  one  third  of  all  normal 
siness  activities  are  now  being  conducted  around  the 
ick  —  24  hours  a  day,  seven  days  a  week. 

rthermore,  these  executives  indicate  that  7  X  24  busi- 
ss  activity  will  steadily  increase  to  60%  as  we  approach 
;  end  of  the  century.  The  demand  for  continuous  in- 
mation  technology  operations  is  being  fueled  by  the 
ed  to  meet  customer  requirements  and  meet  (or  op- 
lally  beat)  the  competition.  The  answer  to  this  di- 
nma  lies  in  a  technology  referred  to  by  the  computer 
lustry  as  high  availability  computing. 

vas  not  too  long  ago  that  high  availability  was  reserved 
■  highly  mission  critical  applications.  You  know  the 


By  James  H.  Johnson 

type  —  automatic  teller  machines,  electronic  funds 
transfer  and  airline  reservation  systems.  But  today  we 
can  not  live  without  E-Mail  and  the  Internet  to  run  the 
business.  Therefore  it  is  imperative  to  consider  high 
availability  in  the  development  of  a  computing  infrastruc- 
ture and  not  as  an  after  thought. 

When  selecting  technology  to  run  the  business,  many 
companies  have  suffered  penny-wise-and-pound-foolish 
syndrome;  selecting  technologies  because  they  were 
either  cheaper,  highly  fashionable  or  both.  In  today's 
highly  networked  environment,  the  cost  of  unavailabil- 
ity should  be  the  first  priority  when  selecting  a  system 
for  running  business  applications.  The  Standish  Group 
has  documented  several  cases  where  a  single  incident 
of  a  computer  downtime  was  a  magnitude  more  than 
the  differential  cost  of  providing  greater  application 
availability. 


Jim  Johnson  is  the  founder  and  Chairman  of  The 
Standish  Group  International,  Inc.  The  Standish 
Group  International,  Inc.  is  a  market  research  and 
technology  advisory  firm  that  specializes  in 
transaction  processing  and  electronic  commerce. 
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Building  a  Reliable  Internet  Environment 

The  Internet  changed  the  IT  world  and  the  world  in 
general.  What  will  be  the  next  big  change?  Johnson's 
law  states:  You  can  not  control  nor  anticipate  change  in 
the  information  technology  world  of  others;  You  can  not 
control  nor  anticipate  change  in  your  own  information 
technology  world;  You  will  need  to  play  in  both  worlds.  In 
order  to  cope  with  Johnson's  Law  you  need  to  build  a 
reliable  enterprise  environment.  That  reliable  enter- 
prise environment  must  be  eminently  adaptable,  infi- 
nitely scaleable,  adroitly  manageable,  effortlessly  dis- 
tributable, easy  to  use,  and  very  secure.  Of  course,  the 
most  important  requirement  is  high  availability. 

Enterprise  computing  is  unpredictable  and  transient, 
and  adapting  quickly  is  a  must.  The  market-agile  orga- 
nization can  ill  afford  major  time  and  resource  sinks. 
Being  able  to  use  off-the-shelf  technology  and  integrate 
it  into  the  environment  is  a  must.  Off-the-shelf  also 
means  off-the  shelf  availability.  From  the  end-user  point 
of  view,  availability  is  defined  as  conducting  business  with- 
out interruption.  As  such,  availability  must  be  consid- 
ered a  system-wide  issue.  To  financial  traders  suddenly 
disconnected  by  a  network  failure,  the  "system"  is  non- 
functional. It  is  of  little  interest  to  the  traders  which 
particular  part  of  the  system  failed  —  their  ability  to 
make  intelli- 
gent trades 
has  been  jeop- 
ardized. 


How  important  is  the  computer  application  in  the 
operation  of  our  business? 


How  many  minutes  per  year  will  the  computer 
application  be  unavailable  to  the  user  and  what  will  it 
cost  us? 

Will  doing  business  over  the  Internet  require  greater 
availability? 


Predicting  us- 
age load  when 
using  the 
Internet  for 
electronic 
commerce  is  a 
difficult  task. 
New  tech- 
nologies such 
as  clustering 

computers  together  can  make  growing  a  computer  sys- 
tem much  easier. 

The  processing  of  information  in  the  enterprise  is  tran- 
sient. Distributing  business  applications  to  the  point  of 
need  and  being  able  to  change  locations  quickly  obvi- 
ously requires  technological  decisions.  Branch  offices, 
mobile  workers,  regional  centers,  and  corporate  cam- 
puses all  require  different  technologies.  These  diverse 
needs,  coupled  with  a  variety  of  computer  systems,  per- 
sonal computers,  networks,  and  databases  can  make 
the  task  of  distributing  applications  seem  quite  difficult. 
What  is  needed  is  a  product  that  can  work  in  and  across 
these  environments  to  insure  application  compatibility. 


Once  the  most  closely-guarded  of  all  company  asse:. 
corporate  computing  resources  are  now  being  asked ; 
service  a  variety  of  extended  users.  An  increasing  nui 
ber  of  corporations  are  conducting  business-to-busine 
electronic  transactions.  A  new  but  growing  class  of  i 
dividuals  are  gaining  access  to  sales  catalogues  and  c 
der  entry  procedures  via  dial-up  or  Internet  service 
Few  technologies  offer  the  kind  of  scalablity  and  ma 
aged  availability  as  Stratus  Computer's  RADIO™  pro 
uct  which  is  designed  for  this  new  environment. 

How  do  you  determine  what  availability  is  right  for  yoi 
The  Standish  Group  has  developed  a  chart  to  help  d 
termine  application  availability  needs  based  on  user  r 
quirements.  This  chart  is  called  the  Standish  Availab 
ity  Dependency  (SAD)  chart  and  is  illustrated  on  tl 
last  page  of  this  article.  After  determining  which  SA 
level  is  the  best  fit,  look  at  products  that  can  accompli; 
the  business  objective  of  availability.  The  Standish  Groi 
has  created  the  Standish  Availability  Competency  Cha 
(SAC) .  The  SAC  refers  to  the  rating  of  a  particular  pro 
uct  or  service  needed  to  deliver  the  required  busine 
availability  (SAD). 

By  taking  the  business  availability  requirements  usii 
SAD  and  matching  it  with  the  corresponding  SAC  y( 

will  have  tl 
proper  ava 
ability  r 
quiremen 
for  your  bu: 
ness  applic 
tion.  Tl 
S  t  a  n  d  i  s 
Group  h; 
rated  mo 
availabili 
technologie 
For  exampl 
a  single  sy 
tern  with  r 

availability  features  has  been  rated  a  SAC-1,  while  a  ful 
fault-tolerant  system  has  a  SAC  rating  of  5.  For  a  cor 
plete  list  of  Standish  Group  ratings  please  refer  to  Tl 
Standish  Group's  World  Wide  Web  page 
www.standishgroup.com. 

Until  recently,  high  availability  was  achieved  throu£ 
either  planning  ahead  and  purchasing  a  fault-tolerant  sy 
tern,  such  as  the  Stratus  Continuum,  or  adapting  an  e 
isting  system  with  failover  capabilities.  However,  a  ne 
breed  of  systems  is  emerging  that  actually  manages  ava 
ability.  For  example,  Stratus'  new  RADIO  product  has 
range  of  availability  from  a  SAC-1  through  to  SAC-5. 

continued  page 
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1st  Century  Retailing  Through  Fault-Tolerant  PC 
iperserver  Clusters 

5  shoppers  increasingly  use  store  discount  cards  to 
iy  for  groceries  by  check  or  credit  card,  computer- 
wy  merchants  are  uncovering  a  bonanza  in  relevant 
arket  data.  Buying  habits  revealed  by  those  cards 
>ld  the  promise  of  supermarket  chains  identifying  and 
warding  their  best  customers  with  pinpoint  accuracy, 
lis  allows  Retail  chains  to  maximize  advertising  in- 
stments  while  attracting  more  customers  by  simpli- 
ing  shopping  and  offering  better  values  based  on  buy- 
g  frequency. 

le  technology  underlying  these  marketing  innovations 
reliable  distributed  computing  in  which  critical  appli- 
tions  span  the  entire  enterprise.  To  ensure  that  this 
valuable  data  is  not  lost,  such  applications  are  being 
isted  on  fault-tolerant  computers  that  keep  running 
>  matter  what  happens  to  underlying  hardware  or  net- 
irking. 

nong  the  earliest  implementors  of  this  technology  is 
ice  Chopper  Supermarkets,  a  chain  with  79  supermar- 
:ts  and  15  combination  gas  station  /  convenience 
ares,  from  Pennsylvania  to  Vermont.  Price  Chopper 
is  integrated  a  customer  relations  management 
:RM)  system  on  the  world's  first  fault-tolerant  PC 
rver  cluster,  RADIO™,  from  Stratus  Computer,  Inc. 

\DIO  is  a  cluster  of  Pentium-based  PC  servers  sup- 
irting  Microsoft  NT  operating  systems.  RADIO  is 
lique  in  its  ability  to  deliver  application-based,  as  well 
hardware  fault  tolerance. 

le  CRM  application,  written  by  S2,  a  leading  provider 
retail  software  solutions  and  a  software  subsidiary  of 
ratus  Computer,  interfaces  with  the  retail  chain's  in- 
>use  automatic  teller  machine  (ATM)  network.  CRM 
ilps  Price  Choppers'  management  learn  about  cus- 
mers  and  their  buying  patterns.  This  in  turn  enables 
ice  Chopper  to  target  direct  marketing  programs  that 
eet  the  specific  needs  of  different  customer  groups. 

ice  Chopper's  reliable  enterprise-wide  CRM  system 
mnects  more  than  1200  cash  register  terminals  at  its 
ores  to  DOS-based  file  servers  and  PC-based  in-store 
ocessors  that  act  as  clients  to  the  Stratus  RADIO  PC 
Tver  cluster  as  well  as  a  mainframe  that  holds  pric- 


ing, inventory,  and  other  corporate  data.  The  traditional 
alternative  to  CRM  has  been  blanket  advertising  through 
newspaper  supplements  or  mailings  to  entire  zip  codes. 
With  CRM,  Price  Chopper  can  spend  its  promotional 
dollars  and  track  the  return  on  that  investment  much 
more  accurately. 

At  check-out  time,  customers  use  their  Price  Chopper 
bar-coded  membership  cards  to  receive  electronic  cou- 
pons which  are  automatic  savings  on  advertised  weekly 
specials.  Besides  feeding  the  CRM  database,  electronic 
coupons  save  customers  time  because  they  don't  have 
to  clip  paper  coupons. 

The  chain  also  uses  the  Stratus  fault-tolerant  enterprise- 
wide  network  for  inventory  management  through  its 
direct  store  delivery  system  which  tracks  goods  from 
Price  Chopper's  suppliers  to  each  store.  This  allows 
accurately  timed  deliveries  of  sale  items  to  meet  planned 
demand  from  direct  marketing  efforts  without  use  of  a 
Price  Chopper  warehouse. 

Price  Chopper's  long-range  plans  call  for  expanding  the 
fault  tolerance  of  its  systems  beyond  its  headquarters, 
thereby  eliminating  any  single  points  of  failure  that  could 
cause  outages  at  the  individual  store  level.  Integration 
of  Stratus  RADIO  clusters  for  its  CRM  network  further 
enables  rapid  deployment  of  new  services  solving  com- 
plex systems  manageability  and  serviceability  issues. 
Additionally,  it  allows  the  chain  to  provide  improved 
customer  services. 

Growing  enterprises  such  as  Price  Chopper  need  to 
move  with  the  times  in  order  to  address  their  evolving 
business  needs.  By  deploying  Stratus'  RADIO  with  its 
reliable  distributed  computing  technologies,  Price  Chop- 
per can  stay  ahead  of  the  pack.  With  RADIO,  Stratus  is 
optimizing  fault  tolerant  service  to  business  critical  ap- 
plications by  developing  continuous  distributed  process- 
ing on  two  high  performance  systems  architectures  - 
HP  -  PA  Rise™  and  Intel®  Pentium®. 

The  Price  Chopper  CRM  application  is  a  clear  example 
of  how  corporate  users  can  successfully  integrate  criti- 
cal applications  over  distributed  computing  architectures 
that  span  the  entire  technology  and  allow  such  critical 
applications  to  be  extended  all  the  way  to  point  of  sale 
and  branch  office  clients  while  ensuring  required  levels 
of  availability. 
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Managed  availability  products  can  be  used  in  a  network 
of  systems  with  complete  compatibility.  You  can  place 
a  SAC-3  in  a  branch  office,  a  SAC-4  in  a  regional  office 
and  a  SAC-5  in  the  corporate  office.  If  availability  re- 
quirements change,  a  simple  upgrade  can  convert  a 
SAC-3  to  a  SAC-4  overnight. 


In  summary,  the  primary  requirement  for  coping  wit 
the  changing  computer  infrastructure  is  an  execution  er 
vironment  capable  of  supporting  highly-available  busines 
services  and  guaranteed  information  resource  integrit 
Thus  the  need  for  reliable  enterprise  computing  and  mal 
ing  business  applications  ready  for  the  future. 


Level 

Business  Impact 

Description 

SAD-1 

Inconsequential 

The  application  can  be  unavail- 
able for  several  hours  or  even 
days  without  an  impact  on  the 
business. 

SAD-2 

Negligible 

The  application  can  be  unavail- 
able for  several  hours  or  even 
a  day  without  a  major  impact 
on  the  business. 

SAD- 3 

Substantial 

The  application  can  be  unavail- 
able for  up  to  3-4  hours  in  the 
operation  period  without  major 
impact  on  the  business 

SAD-4 

Significant 

The  application  can  be  unavail- 
able for  up  to  30  minutes  in  the 
operation  period  without  a  ma- 
jor impact  on  the  business. 

SAD-5 

Momentous 

The  application  can  not  be  un- 
available for  any  time  during 
operation  period  without  a  ma- 
jor impact  on  the  business. 

Level 

System  Impact 

Description 

SAC-1 

Momentous 

A  system  problem  will  cause  the 
business  application  to  be  un- 
available for  several  hours  or 
even  days  during  the  operational 
period. 

SAC-2 

Significant 

A  system  problem  will  cause  the 
business  application  to  be  un- 
available for  several  hours  dur- 
ing the  operational  period. 

SAC-3 

Substantial 

A  system  problem  will  cause  the 
business  application  to  be  un- 
available for  up  to  3-4  hours  dur- 
ing an  operational  period. 

SAC-4 

Negligible 

A  system  problem  will  cause  the 
business  application  to  be  un- 
available for  up  to  30  minutes 
during  the  operational  period. 

SAC-5 

Inconsequential 

A  system  problem  will  cause  the 
business  application  to  be  un- 
available for  no  more  than  5  min- 
utes during  an  operational  period. 

For  more  information  on  The  Standish  Group,  Stratus  Computer,  Inc.  or  Electronic  Commerce,  pleas 
return  the  following  information  to  The  Standish  Group  International  via  FAX  at  508-385-7522. 

Company  Name:   


Address: 
City,  State,  Zip: 
Telephone 
FAX 

E-Mail  Address 


Stratus  Computer,  Inc. 
1-800-RADIO-PC 
www.stratus.com 


All  company  nanu  s  and  products  mentioned  herein  are  registered  trademarks  of  their  respective  companies. 

James  H.  Johnson,  founder  and  Chairman  ofTlie  Standish  Group  International,  Inc. 


Tht  nndish  Group  International,  Inc.  conducts  market  and  technology 
research  for  users  and  vendors  in  the  mission-critical  OLTP  (On-Line 
Transaction  Processing)  and  open  client/server  systems  marketplace,  with 
a  distinct  focus  on  electronic  commerce.  The  Standish  Group  addition- 
ally provides  custom  consulting  services  to  clients  in  the  Fortune  500, 
government  agencies,  and  major  universities. 
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GROUP 


The  Standish  Group  International,  Inc.  •  586  Olde  King's  Highway  •  Dennis,  MA  02638 
508-385-7500  •  FAX  508-385-7522  •  E-Mail  jim@standishgroup.com 
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3t  the  hotshots  who  politely  talk  tough  on  trade 
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Wheat  imports?  Software  piracy? 
It's  all  in  a  day's  work  for  the  Trade 
Rep's  China  negotiators 


DEBORAH  LEHR  AND  LEE  SANDS 


lion  in  sanctions  on  Chinese  imports. 
For  now,  Beijing  is  balking.  But  Sands, 
who  has  made  nearly  50  trips  to  Beijing 
since  1991,  is  unfazed.  "Signing  an 
agreement  with  China  always  turns  into 
another  negotiation  about  what  they  are 
going  to  implement,"  says  the  44-year- 
old  assistant  trade  representative. 

The  duo's  tenacity  and  street  smarts 
win  raves  from  U.  S.  business.  Says  Tom 
Gorman,  former  president  of  the  Amer- 
ican Chamber  of  Commerce  in  Hong 


When  Yahoo!  co-founders 
Jerry  Yang  and  David  Filo 

were  the  guests  of  a  Business 
Week  Online  live  conference  in 
July,  most  people  didn't  know 
Yahoo!  from  Yoo-Hoo.  Today,  Yang 
and  Filo  are  the  Net's  latest 
instant  millionaires,  thanks  to  the 
IPO  of  their  red-hot  Web-search 
directory  company. 

Find  out  what  they 
and  other  important 
newsmakers  have 
said  at  our  confer- 
ences. Just  log  on  to 
Business  Week  Online 
on  America  Online  and 
download  the  tran- 
script of  any  of  our 
past  conferences. 
Here's  a  sampling  of 
what  you'll  find-and 
we're  adding  more 
every  week: 

Death  of  Competition 

Author  James  Moore 
discusses  his  business- 
world-as-ecosystem 
theory-4/1/96 

Progress  vs.  AIDS 

Dr.  Anthony  Fauci  of  the  NIH 
explains  the  latest  research 
and  drug  advances-3/10/96 

B-School  Chats 

Twice-a-week  events 
featuring  a  top  B-School  and 
a  couple  of  its  students  who 
answer  questions 

A, 

For  a  free  trial  diskette  a™* 
including  10  free  hours  on  a  m  e  y^c  a 

AOL,  call  1-800-641-4848  [llUitlC^ 
and  mention  Business  Week. 
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Kong:  "They  know  how  to  show  respect 
and  how  to  be  tough  as  nails,  and  that's 
a  very  fine  line."  Still,  Sands  has  an  in- 
dependent bent  that  irks  some  col- 
leagues. "Not  everyone  is  crazy  about 
him  because  he's  not  very  collegial," 
says  one  government  official. 

Being  intellectual  soulmates  magni- 
fies the  pair's  firepower.  Colleagues  say 
Sands  and  Lehr  think  strategically  and 
understand  the  need  to  build  coalitions 
in  China  and  in  the  U.  S.  to  win  deals. 
"They  can  finish  each 
other's  sentences,  they 
think  so  much  alike," 
says  the  National  Secu- 
rity Council's  former 
Asia  director,  Douglas 
Paal,  a  Hazard  Univer- 
sity classmate  of  Sands 
and  Lehr's  former  boss. 

Sands,  with  whom 
Lehr,  31,  has  worked 
closely  since  joining 
ustr  in  1992,  is  the  dri- 
ving force  and  big-pic- 
ture person.  "I  always 
put  trade  in  a  strategic 
context  of  the  Clinton 
Administration's  larger 
goals — job  creation  and 
economic  growth — so 
the  Chinese  understand" 
why  the  U.  S.  is  raising  an  issue,  says 
Sands  who,  like  Lehr,  is  a  Republican. 

He  learned  the  link  between  trade 
and  jobs  early.  When  he  was  13,  his  fa- 
ther lost  his  job  at  TV  maker  Philco 
when  the  company  was  squeezed  by 
Japanese  imports.  The  family  had  to 
leave  his  hometown,  Philadelphia. 
BUDDHIST  QUOTATIONS.  He  got  hooked 
on  Asia  in  1971  when  he  spent  the  sum- 
mer in  Korea.  After  graduating  from 
City  College  of  New  York  in  1973,  he 
earned  a  master's  in  East  Asian  studies 
at  Harvard,  then  did  post-graduate 
work  in  Chinese  history  at  Yale  Uni- 
versity. He  meanwhile  nursed  an  inter- 
est in  economics.  His  unfinished  doctor- 
al dissertation  was  a  commercial  history 
of  Beijing's  booksellers'  district  in  the 
17th  and  18th  centuries.  Divorced,  he 
lives  with  his  son,  19.  On  his  trips  to 
Hong  Kong  he  visits  his  daughter,  14, 
who  lives  there  with  his  ex-wife. 

Sands  joined  the  State  Dept.  in  1981. 
While  an  economics  officer  in  the  U.  S. 
embassy  in  Beijing  in  the  mid-1980s, 
he  roamed  the  provinces,  establishing  a 
wide  range  of  contacts  and  learning 
how  the  economy  works.  The  experi- 
ence was  invaluable  once  he  moved 
to  the  ustr  in  1991  as  its  first  perma- 
nent China  hand.  "If  you  understand 
the  difficulties  your  partner  faces,"  he 


Sands  always 
puts  trade  "in  a 
strategic  context 
of  the  Clinton 
Administration's 
larger  goals- 
job  creation 
and  economic 
growth" 


says,  "it  makes  it  easier  to  negotiate." 

Though  Sands  has  taken  part  in 
Japanese  trade  talks,  China  is  where 
he  has  made  his  mark.  He  led  arduous 
talks  with  Beijing  that  led  to  a  1992' 
accord  forcing  China  to  lift  barriers  on  a 
wide  array  of  imports.  During  the  talks, 
Lehr  recalls,  Sands  traded  Buddhist 
quotations  with  his  Chinese  counter- 
part, relating  them  to  the  subject  of 
market  access.  The  deal  was  a  ground- 
breaker  for  U.  S.  industries  such  as 
telecommunications.  One 
result:  a  pact  between 
at&t  and  the  Chinese 
generating  sales  of  sev- 
eral hundred  million  dol- 
lars' worth  of  switches. 

Lehr's  commercial  in- 
stincts and  eye  for  de- 
tail complement  Sands's 
strategic  vision.  Her 
youth  and  striking  looks 
mask  a  steel-trap  mind. 
Recalls  Eastman  Kodak 
executive  Ira  Wolf,  once 
her  boss  at  ustr:  "When 
we  put  her  up  against 
veteran  Chinese  nego- 
tiators, they'd  think 
'mmm,  live  meat,'  but  it 
didn't  take  long  for 
them  to  realize  the  ap- 
pearance was  deceptive."  Lehr,  who 
ends  a  brief  maternity  leave  this  month, 
studies  trade  arcana  lest  the  Chinese 
test  her.  During  talks  on  intellectual 
property  rights,  she  recalls,  "I  made  a 
point  of  getting  to  know  their  copyright 
laws  so  I  could  cite  them  back  to  them." 

Lehr  grew  up  mostly  in  Britain  and 
Germany,  where  her  father,  an  Air 
Force  fighter  pilot,  was  stationed.  After 
earning  a  master's  degree  in  interna- 
tional relations  at  George  Washington 
University  in  1988,  she  joined  the  Com- 
merce Dept.  She  did  a  stint  in  the  Na- 
tional Security  Council's  Asia  unit,  then 
jumped  to  ustr.  She  is  married  to  John 
Rogers,  an  executive  at  Goldman,  Sachs 
&  Co.  who  was  a  top  State  Dept.  aide 
during  the  Bush  Administration. 

As  time  runs  out  for  the  Chinese  to 
back  up  their  antipiracy  pledges,  Sands 
and  Lehr's  reputation  as  crack  negotia- 
tors is  being  tested.  The  atmosphere  is 
not  helped  by  China-bashing  on  Capitol 
Hill  and  the  Administration's  dithering 
on  China  policy.  Judging  by  past  trade 
talks,  Beijing  won't  budge  until  the  U.  S. 
announces  sanctions.  When  that  hap- 
pens, count  on  the  ustr's  dynamic  team 
to  drive  a  hard  bargain. 

By  Amy  Borrus  in  Washington,  with 
Edith  Hill  Updike  in  Tokyo  and  Pete 
Engardio  in  Hong  Kong 
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U.S.  Olympic  Tean 
in  ATLANTA, 

Enter  To  Win 
One  Of  Five  Trips  For  Two. 

•  Five  Grand  Prize  Trips  for  two  inch 
four  nights  at  the  Atlanta  Hilton  an 
tickets  for  three  events. 

•  Ten  First  Prizes  include  a  pair  of 
round-trip  tickets  anywhere  United 
flies  in  the  48  contiguous  states. 

•  100  Second  Prizes  of  a  U.S.  Olympi 
duffel  bag. 

Name  

Address  

City  


State _ 
Phone 


.Zip. 


Please  mail  for  receipt  by  June  7, 199( 
UA  1996  U.S.  Olympic  Team  Sweepstak 
P.O.  Box  1609 

Bensenville,  IL  60106-8609 

United  Airlini 


No  Purchase  Necessary.  Open  to  legal  U.S.  resid 
18  or  older,  except  employees  and  immediate  familii 
employees  of  United  Airlines,  the  US0C,  their  affili, 
subsidiaries  and  coordinating  agencies.  Void  where  pn 
ited,  To  Enter:  Complete  official  entry  available  at  U 
Airlines  (UA)  City  Ticket  Offices  (CTOs)  and  at  chei 
areas  in  participating  airports  serviced  by  UA  thn 
5/31/96,  or  printed  in  4/1/96, 4/8/96.  and  4/15/96  is 
of  Newsweek,  the  4/15/96  and  4/22/96  issues  of  i 
and  the  4/8/96, 4/15/96  and  4/22/96  issues  of  Bus* 
Week,  or  -hand  print  name,  full  address,  and  day 
phone  on  a  3"  x  5"  card  and  mail  to:  UA  1996 
Olympic  Team  Sweepstakes,  P0.  Box  1609,  Bensenvil 
60106-8609  for  receipt  by  6/7/96  Limit  1  entry/stan 
envelope.  No  mechanical  reproductions.  Prizes:  (5)  G 
Prizes  of  a  trip  for  two  to  see  the  1996  U.S.  Olympic  1 
in  Atlanta,  GA  between  7/23/96  and  7/31/96  consistii 
round-trip,  economy  class  air  transportation  for  tw 
United  from  major  airport  nearest  winner's  residence  ii 
U.S.  to  Atlanta,  GA;  5  days/4  nights  hotel  accomm 
tions,  event  tickets  selected  by  UA.  Event  tickets  subje 
availability  Approximate  retail  value  (ARV)  $4,000. 
First  Prizes  of  two  United  Airlines  round-trip,  coach  I 
tickets  between  any  two  United  Airlines  destinations  ir 
48  contiguous  United  States,  ARV  $700.  (100)  Se< 
Prizes  of  a  U.S.  Olympic  duffel  bag,  ARV  $23.  Draw 
About  6/10/96.  random  drawing  will  be  conducted.  ( 
depend  on  number  of  entries  Notification  of  Winn 
Each  winner  must  sign  and  return  an  Affidavit  of  Eligil 
a  Liability  Release,  and  where  legal,  a  Publicity  Reli 
and  winners'  guests  Liability,  and  where  legal,  Pub 
Releases.  Restrictions:  Winners  are  responsible  for  t 
and  any  expenses  not  specified  herein.  Limit  1  prize/ 
son  or  household.  Sweepstakes  subject  to  official  rule 
entry  forms  at  participating  UA  CTOs  and  participating 
ports  or  available  by  sending  a  self-addressed,  Starr 
envelope  to:  United  Airlines  1996  U.S.  Olympic  T 
Sweepstakes/RULES,  P.O.  Box  1626,  Bensenville 
60106-8626  for  receipt  by  6/10/96.  64^ 
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They  said 
FLO-JOmusthave 


^DID.  At  United,  we  lend  more  than 
just  our  name  to  the  U.S.  Olympic  Team. 
We  give  our  hands,  our  hearts,  our 
wings  to  these  athletes.  For  15 

years,  United  has  been  flying 
U.S.  Olympic  hopefuls  and  their 
gear  to  qualifying  competi- 
tions all  around  the  world. 
Our  relationship  with 
the  U.S.  Olympic  Team  is  built 
on  the  special  care  we  give  the  athletes 
and  their  travel  needs.  And  it's  the 
same  goal  we  have  for  every  passenger: 
to  treat  you  like  a  champion. 
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Walls  are  falling 
as  the  ''office  of 
the  future"  finally 
takes  shape 


WORKPLACE 


WITH  ITS  DIMPLED  ALU- 
minum  facade  and  TV-screen- 
shaped  windows,  Pittsburgh's 
Alcoa  Building  once  exempli- 
fied the  power  and  pizzazz  of 
the  classic  corporate  sky- 
scraper. When  it  went  up  in 
the  1950s,  2,000  company  em- 
ployees streamed  into  the  31- 
story  tower  every  morning, 
each  to  work  in  a  private  12- 
foot  by  15-foot  office. 

But  go  looking  for  Aluminum 
Company  of  America  Chief  Ex- 
ecutive Paul  H.  O'Neill  in  his 
office  these  days  and  you  dis- 
cover that  he  doesn't  exactly 
have  one.  The  executive 


FALLON-McELLIGOTT 

When  it's  time  to 
brainstorm,  the 
Minneapolis  ad 
agency's  art 
directors  and 
copywriters  wheel 
specially  equipped 
desks  out  of  their 
cubicles  to  meet  in 
"flexible"  space 


Most  companies 
are  embracing  the 
idea  of  project 

teams.  But  individuals 
still  need  a  private  space  in 
which  to  read  and 
think  and 
accomplish  their 
tasks,  as  well  as  a   ^  > 
place  to  collaborate  with  their 
colleagues  and  hammer 
0m   ^  out  strategy. 

Furniture  makers 
and  office  design- 
ers are  trying  to 
create  these  combination 

"CAVE  AND  COMMONS" 

environments  by 
grouping  private  work 
areas  around  larger 
communal  team  space 


PROCTER  &GAMBLI 

Its  new  facility  n 
Cincinnati  is  set 
lunchrooms  and  loung 
have  whiteboards  for 
brainstorming  by  emp: 

IN  FOCUS  SYSTEMS  Engine 
and  marketers  at  the  On 
maker  of  computer-projt 
systems  can  move  freely 
Personal  Harbors  to  the 
puzzle-like  group  table 


MCE 

90 


suite  has  no  pennanent  walls  or  doors.  All  of  Alcoa's  senior  ex- 
ecutives work  in  open  cubicles  and  gather  around  a  "commu- 
nications center"  with  televisions,  fax  machines,  newspapers, 
and  tables  to  encourage  impromptu  meetings.  O'Neill's  own  fa- 
vorite hangout  is  the  kitchen,  where  he  and  his  staff  nuke 
take-out  food,  huddle,  and  talk  work.  "It's  like  being  at  home 

  in  your  own  kitchen 

and  sitting  around  the 
table,"  he  says  happily. 
This  experiment  has 
taken  place  only  on  Alcoa's  top  floor.  But  O'Neill  will  soon  bring 
kitchenettes  and  open  offices  to  the  whole  company.  Alcoa  is 
abandoning  the  aluminum  tower  for  a  new  three-story  complex 
on  the  banks  of  the  Allegheny.  "We're  going  to  have  an  op- 
portunity to  do  things  with  the  way  people  relate  to  each 
other.  It  will  be  freer  and  easier,"  O'Neill  says.  With  escalators 
instead  of  elevators  and  plenty  of  meeting  rooms,  "there'll  be 
a  lot  of  places  where  people  can  gather." 


Alcoa  is  eager  to  solve  an  increasingly  urgent  workp] 
problem:  After  having  downsized,  reengineered,  custon 
focused,  shattered  old  hierarchical  structures,  and  reor 
nized  work  around  teams — all  the  things  that  were  suppo 
to  make  companies  more  responsive  and  competitive — i 
porations  such  as  Alcoa  aren't  getting  the  results  they 
pected.  They  are,  quite  literally,  running  into  walls,  beca 
the  new  work  styles  don't  work  in  buildings  designed  for 
old  top-down  corporation.  "Companies  feel  work  proces 
need  to  change,  and  physical  environments  can  get  in 
way,"  says  Karen  Lalli,  senior  associate  with  the  Hil 
Group,  an  architectural  firm  based  in  Princeton,  N.J. 

Hence,  the  much  prophesied  "office  of  the  future"  is  ft 
ly  taking  shape.  From  Manhattan  towers  to  Silicon  Valley 
ups,  from  behemoths,  such  as  Mobil,  IBM,  and  Proctei 
Gamble,  to  tiny  startups,  business  is  embracing  new  office 
signs  for  the  21st  century.  Privacy  is  being  replaced  with  j 
ductivity,  hierarchy  with  teamwork,  and  status  with  mobii 
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IA  Everyone  in  the  new 
•utive  suite,  secretary  and 
'  alike,  works  in  cubicles 
out  permanent  walls  or 
•s,  gathering  in  a  "commu- 
nions center"  with  tables, 
and  a  fax  machine  or  nuk- 
;ake-out  in  a  kitchenette 


)rk  anywhere,  anytime  is  the  new  paradigm.  Your  car, 
home,  your  office,  even  your  client's  office.  Work  alone, 
ed,  teamed.  Work  in  real  space  or  in  cyberspace.  It 
nts  to  a  massive  disaggregation  of  work,  spinning  outside 
rails  and  confines  of  the  traditional  office, 
the  office  of  the  future  is  a  bit  tardy  in  making  its  ap- 
ince,  it's  because  technology  is  just  catching  up  with 
Dmic  trends.  That  "seamless"  web  of  voice,  fax,  and 
e  is  only  now  making  teamwork  and  mobility  a  reality, 
it  took  business  time  to  grow  comfortable  with  tools  such 
)ice  mail  and  E-mail,  the  World  Wide  Web  and  private 
anets"  that  link  far-flung  workers, 
irporations  are  putting  their  money  into  computer  net- 
s  and  other  technologies  that  can  boost  efficiency  and  ef- 
yeness,  while  cutting  back  on  bricks  and  mortar.  At 
j  companies,  says  Lalli,  technology  is  already  surpassing 
ties  and  real  estate  as  the  second-biggest  coiporate  op- 
ng  expense,  after  salaries  and  benefits. 


Increasingly,  architects,  inte- 
rior designers,  facilities  man- 
agers, and  furniture  companies 
are  assuming  a  new  role: 
strategic  consultants  familiar 
not  only  with  blueprints  but 
also  with  human  behavior  and 
organization.  Corporations  are 
using  them  to  boost  productivi- 
ty, not  stroke  executive  egos. 
"The  forms  of  organizations 
that  achieve  competitive  ad- 
vantage are  exploding,"  says 
Gene  Rae,  a  principal  with  Stu- 
dios, a  Washington-based  firm  that  has  created  innovative 
workspaces  for  General  Electric,  Silicon  Graphics,  and  oth- 
er major  players. 

DOING  AWAY  WITH  OLD  PERKS.  Design  of  the  office  of  the  fu- 
ture is  rushing  simultaneously  in  two  directions:  One  is  re- 
organizing the  space  of  employees  who  must  still  work  in  of- 
fices. The  other  is  shoving  eveiyone  else  out  the  door.  For 
people  involved  in  product  innovation  or  development,  for  ex- 
ample, cutting  cycle  time  is  key.  The  need  for  speed  makes  it 
imperative  for  employees  to  team  up  and  share  information. 

Consider  the  "cave  and  commons"  design.  The  idea  is  to 
balance  individual  work  and  teamwork,  privacy  and  commu- 
nity. At  Minneapolis-based  advertising  agency  Fallon-McEl- 
ligott,  when  it's  time  to  brainstorm,  art  directors,  space  buy- 
ers, account  managers,  and  copywriters  can  now  wheel  special 
desks  equipped  with  an  employee's  computer,  files,  and  phone 
into  what  they  call  "virtual"  or  "flexible"  space.  The  room  may 
hold  30  employees  on  Monday,  none  Tuesday,  10  for  a 


If  your  company  is  ] 
in  the  future,  we'd  be  h 

4  Marvin  Bullet  leaned  bach,  in  his  chair  and  took  a  deep  breath.  He'd  just  added  it 


15,000  new  telephone  lines,  105  new  wireless  microcells,  2,400  new  audio  circuits, 
mention  600  digital  video  circuits.  And  that  was  just  the  beginning. 


ly  It  was  staggering,  even  for  a  BellSouth  engineer  like  Marvin,  to  see  just  what  goes 

Atlantal996  event  as  colossal  as  the  1996  Atlanta  Olympic  Games.  An  occasion  that  includes  one 
/mI^^  most  advanced  local  telecommunications  networks  on  the  planet.  A  system  so  vas 
could  be  called  the  first  Olympic  Games  oj  the  Information  Age.  Services  include  an  enhanced  netw 
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ing  an  event  like  this 
to  give  you  an  estimate 

voice,  paging,  messaging,  data  transfer  and  one  of  the  largest  broadcasting  centers  ever  conceived, 
eline  service  for  voice,  data  and  video.  All  helping  to  provide  the  communications  backbone  not  only 

two  million  visitors  to  the  Olympic  Games,  but  also  for  an  additional  25,000  roaming  cellular 
:rs.  Plus  16  million  businesses  and  families  BellSouth  already  serves  over  a  nine  state  region. 
<ple  like  Marvin  Butler  and  countless  others  here  at  BellSouth  can  provide  these  services  and 
ogies,  no  matter  what  size  project  you  have  in  mind.  Even  after  creating  such  an  advanced  local 
munications  network,  we  don't  expect  applause.  But  how  about  an  encore? 

BELLSOUTH 

Keeping  You  Ahead  Of  The  Game."" 


marathon  session  on  Wednesday,  depending  on  what  needs  to 
be  done.  Group  members  may  all  be  typing  silently  and  furi- 
ously at  their  stations  or  meeting  at  a  center  table.  "It's  a 
wonderful  solution  for  businesses  where  teamwork  is  every- 
thing," says  Rob  White,  director  of  planning. 

Then  there  is  "hoteling."  As  more  companies  rack  up  huge 
bottom-line  savings  (and  improved  customer  relations  to  boot) 
by  outfitting  mobile  workers  with  laptops,  cell  phones,  and  oth- 
er tools,  the  legions  who  spend  most  of  their  days  out  of  the 
office — telecommuters,  sales  personnel,  consultants,  and  audi- 
tors— are  growing.  These  folks  still  need  a  place  to  have  the 
occasional  meeting  with  the  boss  or  gather  for  team-building. 
So  companies  are  providing  buildings  where  offices  or  meeting 
rooms  can  be  reserved  in  advance.  Just  like  a  hotel. 

If  you  haven't  seen  any  of  this  at  your  company,  you 
probably  will  soon.  According  to  a  1995  survey  by  the  Inter- 
national Facility  Management  Assn.,  83%  of  companies  are  em- 
bracing so-called  alter- 
native-office strategies, 
from  cave  and  com- 
mons and  hoteling  to 
telecommuting  and  open-plan  office  designs. 

While  they  may  not  look  vastly  different  from  conven- 
tional offices,  the  new  workplaces  repeal  rules  that  have 
governed  corporate  office  design  in  the  past.  No  perk  has 
been  more  sacrosanct  than  personal  space,  no  status  symbol 
more  significant  than  big,  heavy  mahogany  doors  sweeping 
across  deep-pile  carpet  and  sealing  executives  into  remote 
lairs  with  a  smug  ka-chunk.  In  many  companies,  when  em- 
ployees congregated  in  neutral  zones  such  as  lunchrooms, 
hallways,  and  patios,  managers  cast  a  dim  eye  and  mentally 
added  names  to  their  list  of  slackers. 

New  workplace  design  reverses  all  that.  Take  Procter  & 
Gamble's  gleaming  new  $280  million,  1.3  million-square-foot 
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building  tucked  into  a  wooded  knoll  20  miles  north  of  Ci 
nati.  The  need  to  promote  product  development  dictatec 
space,  not  trendy  architectural  forms  or  status  symbols.  ' 
facility  had  to  become  a  competitive  advantage,"  says 
Jones,  p&g's  research  and  development  vice-president 
over-the-counter  health-care  products.  "We  went  aboi 
like  we  were  developing  a  new  product." 
CHAT-ZAPPING  ELEVATORS.  Project  groups  were  the  cei 
design  theme.  Members  of  teams  work  in  open  cubi 
grouped  together,  and  can  all  see  each  other,  regardle; 
rank.  File  cases  are  literally  on  wheels,  and  offices  are 
signed  in  "bricks"  that  can  be  reconfigured  in  short  order 
team  needs  to  get  bigger  or  smaller,  P&G  personnel  trave 
tween  floors  by  escalator,  instead  of  conversation-zappin 
evators.  So-called  huddle  rooms  are  strategically  placed  w 
teams  can  come  together  to  brainstorm,  p&g  also  equi] 
spaces  within  the  building,  such  as  lunchrooms  and  lour 
with  electronic  whiteboards  that  can  convert  scribbling 
E-mail.  Corridors  are  deliberately  wide  and  have  cou 
where  workers  can  stop  for  a  quick  chat.  The  buildirrg  op< 
last  July,  and  Jones  is  thrilled.  He's  convinced  it  will  de 
20%  to  30%  productivity  gains  because  "data  sharing  is 
mediate,  and  higher-quality  decisions  are  made  faster." 

Linda  Dudek,  33,  a  P&G  engineer,  says  she  was  leery  v 
she  heard  private  offices  would  be  verboten  in  the  new  < 
Today,  she's  a  convert:  "Things  get  accomplished  a  lot  qi 
er  because  I  can  stand  up  and  see  everyone  on  my  team 
manager,  my  manager's  manager." 

p&G  is  also  among  those  companies  using  design  to 
dual-career  families  while  still  boosting  productivity.  V\ 
planning  its  new  building,  the  company  specifically  design< 
a  dry  cleaner,  a  shoe-repair  shop,  and  a  cafeteria  that 
pares  food  that  employees  can  take  home  at  night.  It 
home  for  Dudek,  the  mother  of  two.  "The  freedom  I've 
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player,  and 
file  drawers, 
and  because 
it's  curved, 
it  seems 
more 
spacious 


Office-furniture  compa- 
nies are  designing  TOTAL 

WORK  ENVIRONMENTS 

that  are  all-in-one  mini-offices, 
with  accoutrements  including 
computers,  phones,  files,  faxes, 
and  any  other  high-tech  equip- 
ment that  individuals  need  to 
perform  their  work  as  the  21st 
century  approaches 


HAWORTH  CROSSINGS  WORKSTATION 

Haworth  is  focusing  on  mobility 
-putting  wheels  on  desks,  tables,  and 
file  cabinets,  and  managing  the 
spaghetti  of  office  cables 


;  here  is  incredible,  and  yet  I'm  leaving  the  building  a  lot 
I  take  my  breaks  in  the  fitness  center.  I'm  having  week- 
jetings  on  the  stair-steppers.  It's  cool." 
en  there  are  those  working  either  from  home,  a  moving 
)r  both.  These  telecommuters  need  space  and  support 
i  they  tether  up  to  home  base.  Hoteling  gives  it  to 
.  At  Ernst  &  Young's  Washington  office,  when  employees 
they're  asked  for  a  personal  I.D.  and  the  dates  they  need 
i.  Within  30  seconds,  the  system  confirms  whether  a 
station  or  a  meeting  room  is  available, 
ke  any  good  hotel,  this  one  has  a  concierge  to  take  care 
ests.  When  workers  arrive,  their  name  is  on  a  door,  and 
files  or  supplies  the  employees  have  requested  will  be 
'.,  too.  Their  phone  numbers  have  been  forwarded — even 
;itized  photo  of  their  kids  may  be  bouncing  around  the 
>uter  as  a  screen  saver.  "Once  people  get  used  to  it, 
never  want  to  go  back"  because  they  like  not  wasting 
traveling  to  and  from  the  office,  says  Larry  Ebert,  na- 
,1  director  of  real  estate  for  Ernst  &  Young,  e&y  has 
ed  eight  offices  and  will  soon  convert  seven  more. 
ICING  CYCLE  TIME.  The  longer  workers  "hotel,"  the  less 
seem  to  focus  on  the  office  and  the  more  they  focus  on 
customer.  Deborah  A.  Lis,  a  33-year-old,  Los  Angeles- 
:1  marketer  from  IBM,  is  equally  comfortable  in  her  home 
i,  her  car,  or  even  a  client's  office.  Since  her  operation 
sd  to  hoteling  two  years  ago,  she  says  she  has  cut  the 
commuting  on  L.  A.  freeways  in  half;  she  spends  more 
with  customers,  and  she  starts  work  earlier,  calling  cus- 
irs  and  colleagues  from  Tokyo  to  Torrance,  Calif.  "My 
)mers  are  happy,  and  I'm  selling,"  she  says. 
M  now  has  about  20,000  sales  and  service  professionals  na- 
ride  using  shared  offices — and  according  to  a  study  in  the 
•xird  Business  Review,  by  shifting  to  hoteling,  closing 
•rutilized  offices,  and  moving  to  cheaper  locations,  Big 
has  shaved  about  $1.4  billion  off  its  real  estate  expenses, 
•aveling  salespeople,  of  course,  have  long  hoteled  in  real 
Is.  And  Silicon  Valley  pioneers  such  as  Intel  Corp.  and 


Hewlett-Packard  Co.  have  long  favored  large,  open  cubicle 
spaces  to  limit  hierarchies  and  promote  interaction.  But  the 
recent  emphasis  at  the  corporate  level  on  project  teams  has 
demanded  refinements  in  older  schemes.  For  example,  even 
the  modest  walls  of  conventional  open-office  cubicles  can  be 
too  much  of  a  barrier  for  some  companies.  That's  what  man- 
agement discovered  at  In  Focus  Systems  Inc.,  a  Wilsonville 
(Ore.)  maker  of  computer-projection  systems.  Vice-President 
Allan  Alley  was  determined  to  shorten  product-development 
times  but  says  his  engineers  and  marketers  just  weren't 
communicating.  Open  cubicles  were  "the  worst  of  both 
worlds,"  he  found.  "There  were  no  impromptu  meetings  and 
a  lot  of  wasted  space." 

The  answer  for  Alley  turned  out  to  be  perhaps  the  priciest 
and  purest  form  of  the  "cave  and  commons"  concept  available 
today:  Steelcase  Inc.'s  Personal  Harbors.  Each  $7,000  Person- 
al Harbor  is  like  a  small,  cylindrical  booth  with  a  door  that  can 
be  closed,  and  because  it's  curved,  it  actually  seems  to  in- 
crease the  interior  space.  There's  enough  room  inside  for  a  flat 
work  surface,  computer  setup,  phones,  a  file  drawer,  and  other 
standard  desk  items.  There's  also  a  whiteboard  and  built-in 
CD  player. 

But  the  key  is  that  the  harbors  are  grouped  around  a 
large  puzzle-like  table  that  can  be  broken  into  several  pieces. 
When  harbor  doors  are  open,  people  move  in  and  out  of  the 
group  space  to  talk  to  colleagues,  participate  in  meetings,  or 
just  listen  in.  "People  will  never  leave  a  [traditional]  meeting 
room,"  says  Alley,  but  with  this  system,  they  stay  in  a  meet- 
ing just  long  enough  to  contribute  and  go  back  to  work. 
"Personal  Harbor  creates  an  atmosphere  where  we  can  rapid- 
ly develop  products,"  he  says. 

Steelcase  and  its  rivals  in  the  $9.5  billion  office-ftuTiiture  in- 
dustry— Haworth,  Herman  Miller,  and  others — are  scram- 
bling to  crank  out  the  right  products  for  the  new  work- 
places. They're  adding  mobility — putting  wheels  on  desks, 
tables,  and  file  cabinets  and  trying  to  manage  the  spaghetti  of 
cables  that  office  equipment  can  generate.  Furniture  used  to 


"The  freedom  Fve  felt  being  here  is  incredible.  ..I'm 
laving  weekly  meetings  on  the  stair-steppers.  It's  cool" 


When  was  the  last  time 
a  car  made  your  heart  race 
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viera. 


u   le  for  a  car     drive  Riviera.  B 
aeroemcient  and  «P«*»^  ~  ^fthan  any  other  coupe  in  the  wor.o,  >t  also 
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Riviera  by  Buick 
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i  Sales-  and  service-based 
companies  such  as  IBM, 
AT&T,  and  the  major  ac- 
counting firms  increasingly  are 
doing  away  with 
private  offices  and  embracing 
"HOTELiNG"-a  system  to 
provide  temporary  spaces  for 
workers  when  they  are  on-site. 
That  saves 
money  on  rent 
and  gets 
employees  out 
spending  time  with  customers. 
To  accommodate  employees' 
needs  for  meetings,  or  private 
desks,  hoteling  facilities  allow 
workers  to  reserve  an  array  of 

FLEXIBLE  SPACES-from 

soundproof  cubbyholes  to 
conference  rooms.  They  may 
even  have  a  "CONCIERGE"  to 

keep  reservations  straight  and 
things  running  smoothly. 


ERNST  &  YOUNG  At  the  firm's 
Washington  office,  hoteling 
workers  receive  the  services 
of  a  concierge  and  a  name  tag 
for  their  temporary  office 


project  an  image  of  stability.  Now  lines  such 
as  Haworth's  Crossings  furniture,  which  fea- 
ture large  wheels,  speak  directly  to  the  need 
for  flexibility. 

Designei-s  and  companies  complain  they  still 
have  to  do  a  lot  of  custom  work  to  get  just 
what  they  want.  When  Fallon-McElligott 
wanted  to  create  its  flexible  space,  it  couldn't  find  the  right 
equipment.  So  interior  designer  Gary  E.  Wheeler  created 
award-winning  "free-address  lockers"  that  resemble  armoires  on 
wheels.  They  hold  a  computer,  files,  phone,  and  a  desktop,  as 

well  as  a  special  uni- 
versal plug  to  simplify 
"docking"  all  the  elec- 
tronics. Employees  lit- 
a  wagons-in-a-circle  effect 
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erally  wheel  them  around  to  create 
for  teams  scrambling  to  make  a  deadline. 

Some  of  these  new  office  designs  don't  win  awards — but 
they  do  address  nitty-gritty  business  goals  quite  dramatically. 
Inhale  Therapeutic  Systems,  a  tiny  Palo  Alto  (Calif.)  startup 
working  on  novel  drug-delivery  technology,  is  one  example.  In 
a  previous  job,  ceo  Robert  B.  Chess  served  as  a  White  House 
staff  member  in  the  Bush  Administration.  He  observed  first- 
hand the  ultimate  form  of  "office  politics."  His  colleagues  were 
obsessed  with  their  "proximity  to  the  President,"  he  recalls. 

From  the  beginning,  Chess  decided  Inhale  couldn't  afford 
such  nonsense.  Everyone — which  includes  his  65  employees 


When  they  arrive,  hotelei 
find  their  phone  numbers 
forwarded  and  maybe  eve 
photo  of  their  kids  as  a 
computer  screen  saver 


and  himself — sits  in  large  cubicles  that  he  calls  "bullp< 
with  four  other  people  of  various  ranks  and  functions- 
walls  or  barriers  of  any  kind  between  them.  "It  forces  ev 
body  to  talk  to  each  other  all  the  time,"  he  says.  Chess  i 
the  lack  of  private  space  also  limits  gossip,  reduces  the  r 
for  memo  writing,  and  gets  top  managers  scattered  an 
the  troops.  Every  nine  months  or  so  he  even  stirs  the 
reshuffling  everybody. 

Questioning  ancient  assumptions  has  also  allowed  Mobil 
Corp.  to  save  big  bucks  and  help  employees  work  better, 
ter  a  companywide  study,  Mobil  realized  existing  office-sj 
guidelines,  which  assigned  space  largely  by  company  r; 
were  obsolete  and  occasionally  even  counterproductive.  W 
company  geologists  achieved  a  certain  rank,  for  exam 
the  rules  demanded  they  move  to  offices  with  window 
which  they  hated.  Turns  out,  geologists  refer  constantly  to 
seismic  charts  and  maps,  and  windowed  offices  give  them 
space  to  hang  them. 

Mobil  reformulated  guidelines  by  job  function  instea< 
rank,  and  the  company  settled  on  basic  space  sizes  that  v, 
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Los  Angeles  marketer 
>perates  out  of  her 
ie  office,  her  car,  or 
t  a  clients'  offices  to 
s  on  customer  needs 

changeable.  For  example, 
[uare  feet  is  now  the  stan- 
,  one-person  office;  150 
*e  feet  is  a  two-person  of- 
>r  a  manager's  office;  300 
•e  feet  is  a  conference  room 
file-storage  office.  That  re- 
s  a  half-dozen  more  stag- 
i  sizes  just  for  personal 
is.  The  changes  will  likely 
[obil's  costs  by  $100  million 
ir. 

metimes,  a  big  up-front 
tment  in  redesign  pays 
unexpected  productivi- 
t  West  Bend  Mutual  In 
ice  Co.,  Senior  Vice-Presi- 
Ronald  W.  Lauret  says  the 
mes  of  his  local  Wisconsin 
ie  climate  make  personal 
ort  a  huge  issue  for  his 
ars.  Surveys  show  that  trait 
ired  by  15%  to  30%  of  of- 
rorkers  nationwide,  who  say 
are  uncomfortable  during 
ay.  So  West  Bend  invested 
uipment  from  Johnson  Con- 
ine, called  Personal  Envi- 
ent   Manager   that  lets 
ers  adjust  the  temperature, 

air,  and  even  ambient  noise  in  their  cubicles.  Re- 
hers  from  Rensselaer  Polytechnic  Institute  have  studied 
mpact  of  the  pems  on  West  Bend's  productivity.  They 
I  workers  with  pems  were  at  least  3%  more  productive 
other  workers.  Lauret  thinks  the  gain  may  be  more  in 
ange  of  5%  to  10%.  Plus,  Lauret  says,  the  novel  work- 
>ns  have  become  an  asset  for  recruiting  and  retaining 
ers.  He  believes  the  fresh-air  component  of  the  sys- 
may  be  keeping  workers  healthier,  too.  "To  make  our 
mers  happy  we  have  to  give  that  level  of  satisfaction  to 
.ssociates,"  Lauret  says. 

STIMULATED  EMPLOYEES?  One  element  of  West  Bend's 
"ience  that  all  companies  would  do  well  to  heed  is  the 

of  listening  to  employees  and  trying  to  understand  how 

actually  work  in  today's  fast-changing  world.  At  Sun 
ssystems  Inc.,  Chief  Information  Officer  William  J. 
ichel  feels  that  American  business  has  finally  become 
)rtable  enough  with  technology  to  make  more  radical  of- 
chemes  possible.  He  and  his  colleagues  travel  constantly, 

using  Web  pages  in  lieu  of  face-to-face  meetings  to  keep 
on  projects.  When  he  looks  around  Sun  these  days,  he 
s,  "nobody's  ever  in  their  office."  So  why  should  Sun 
;o  provide  them,  heat  them,  and  keep  them  clean?  The 
iany  is  wrestling  with  just  those  questions,  Raduchel 

by  providing  hoteling  in  Europe  and  various  team-ori- 
1  designs  in  new  constructions. 

iere  are  still  many  unknowns  and  a  few  rough  spots  in 
r  of  these  new  designs.  Any  change,  notes  Ann  Bames- 
er,  who  is  implementing  alternative-office  schemes  at 
"can  enable  you  and  disable  me."  Open-plan  office  de- 
may  facilitate  so  much  interaction  that  some  employees 


Companies  don't  talk  about  "work  at  home"  programs  any- 
more; they  talk  about  "work  anywhere,  anytime"  pro- 
grams. Laptops,  fax  machines,  cellular  phones,  networks, 
E-mail,  and  voice  mail  are  making  telecommuting  a 

way  of  doing  business  that  satisfies  strategic  goals  of 
spending  more  time  with  customers  and  using  com- 
mute time  better.  After  all,  does  it  matter  whether  that 
critical  voice-mail  message  you  received  was  sent  from  a  client's 
office,  an  airport,  or  a  traffic  jam? 


feel  overstimulated  and  distracted.  "Sometimes  you've  got  to 
put  your  hand  over  the  phone  and  say,  'Hey,  hold  it  down,' " 
admits  a  sales  manager  at  Inhale. 

And  what  makes  perfect  sense  today  could  quickly  be 
eclipsed  by  changes  in  technology  tomorrow.  Bill  Moggridge  is 
a  principal  with  industrial-design  leader  ideo  in  Palo  Alto, 
Calif.,  which  is  helping  Steelcase  integrate  technology  into 
new  workplace  tools.  Moggridge  notes  that  the  sheer  physical 
"volume  of  technology  is  now  halving  about  every  five  years," 
and  that  will  have  many  implications  for  the  workspace,  some 
unpredictable.  Think  about  it:  Roomfuls  of  machines  once  con- 
tained less  computing  power  than  a  single  laptop  has  today. 
Telephone  switching  equipment  now  requires  only  small,  chip- 
laden  panels.  Elaborate  videoconferencing  rooms  are  fast  giv- 
ing way  to  desktop  conferencing  power.  And  centralized  net- 
work capacities  are  growing  much  faster  than  the  wires  into 
homes  and  hotels,  meaning  some  wired  telecommuter's  may  feel 
like  second-class  network  surfers  unless  they're  in  the  office. 

The  good  news,  however,  is  that  those  involved  in  forging 
the  new  workplace  realize  there  is  no  ideal,  no  cookie-cutter 
workplace  template  they  can  plop  on  top  of  organizations.  And 
it's  a  rare  alternative-office  space  that  doesn't  get  adapted  as 
trial  runs  reveal  elements  that  don't  work  or  could  work 
better.  Says  architect  Rae:  "One  thing  we've  realized  is  that 
not  only  must  we  assess  what's  possible  but  how  far  and  how 
fast  it  can  move."  That  would  seem  to  signal  an  end  to  the 
age  of  the  corporate  "edifice  complex"  and  a  new  era  of 
workspaces  that  work. 

By  Joan  O'C.  Hamilton  in  San  Francisco,  with  Stephen 
Baker  in  Pittsburgh,  Bill  Vlasic  in  Detroit,  and  bureau 
reports 


You  have  to  accommodate  the  past. 
Prevail  in  the  present.  And  remain 
lexible  into  the  future.  Feel  any  pressure? 


fhat  computer  company  do  you  work  with? 

>u  should  be  working  with  Hewlett-Packard,   a  company 
t  knows  how  to  make  client/server  solutions  work   in  the 
al  world.   Over  the  years,  HP  has  helped  thousands  of 
panies  successfully  transition  to  flexible  open  enterprise 
nputing.  And  we  can  do  the  same  for  you.   If  the  business 
cisions  are  yours,   the  computer  system  should   be  ours. 

Hewlett-Packard    Computer  Systems 


mi 


HEWLETT0 
PACKARD 


Finance 


SECURITIES  FIRMS 


WITH  THE  WORLD  WIDE  WEB, 
WHO  NEEDS  WALL  STREET? 

Increasingly,  investors  are  asking  that  question  as  low-cost  brokers  go  into  cyberspace 


Meet  Ed  Harrison,  who  could 
be  Merrill  Lynch  &  Co.'s  worst 
nightmare.  The  51-year-old 
Northrop  engineer  is  a  small 
investor  who  makes  several  trades 
a  week.  But  you  won't  find  him  using 
a  full-service  broker  or  even  a  conven- 
tional discount  broker. 

Instead,  the  Santa  Clarita  (Ca.)  resi- 
dent is  a  loyal  customer  of  Lombard  In- 
stitutional Brokerage  Inc.,  a  tiny  San 
Francisco  discount  broker  that  began 
offering  trading  on  the  Internet  last 
September.  Harrison  likes  Lombard's  low 
trading  fees:  His  previous  broker  charged 
as  much  as  $160  a  trade,  vs.  Lombard's 
$36.50.  But  what  he  really  likes  is  to 
execute  his  own  trades  anytime  he  wants 
by  computer  and  to  gain  access,  via  the 
Internet,  to  lots  of  free  and  low-cost 
investment  information.  Lombard  even 
offers  a  free  quote  service  that  allows 
him  to  track  a  portfolio  of  50  stocks.  "My 
broker  was  so  nice,  but  boy,  they  were 
robbing  me,"  says  Harrison.  "All  he  ever 
did  was  place  my  trades.  I  can  do  that 
for  myself." 

The  Internet  has  arrived  on  Wall 
Street,  and  not  everyone  is  too  happy 
about  it.  Over  time,  the  Net,  a  vast  com- 
puter interchange  accessible  to  anyone 
with  a  computer  and  a  modem,  could 
fundamentally  restincture  the  brokerage 
business  and  grab  the  active  traders  who 
are  the  Street's  best  customers.  The  sit- 
uation is  similar  to  the  mid-1980s,  when 
Charles  Schwab  &  Co.  shook  up  the  big 
full-service  behemoths  such  as  Merrill 
Lynch  by  offering  discount  commissions. 
CAUGHT  FLAT-FOOTED.  The  new  wave  of 
online  upstarts,  such  as  Lombard  and 
E*TRADE,  could  pose  a  similar  chal- 
lenge. "Lombard  is  doing  a  Schwab," 
says  Nick  Zaharias,  a  marketing  execu- 
tive at  Netscape  Communications.  "What 
Schwab  did  to  the  full-service  firms,  Lom- 
bard and  E TRADE  will  do  to  Schwab 
and  the  full-service  firms."  Adds  Sherif  A. 
Nada,  president  of  Fidelity  Brokerage 
Group:  "The  Internet  is  a  big  threat  to 
the  current  system.  I  think  the  full-ser- 
vice firms  are  worried  about  it." 


The  major  firms  have  a  huge  stake  in 
the  status  quo.  They  charge  high  com- 
missions that  support  an  array  of  ser- 
vices, sprawling  networks  of  brokers,  of- 
fices, and  research  staffs.  To  keep 
customers  tied  to  their  brokers,  the  firms 
equip  brokers  with  computers  to  exe- 
cute trades  and  access  proprietary  in- 
vestment information  for  then'  clients. 

The  Internet  brokers  take  a  different 
approach.  They  keep  their  overhead  low 
by  having  no  brokers  and  few  offices, 
with  the  Internet  allowing  customers  to 
trade  on  weekends  and  after  work  when 
brokers  aren't  available.  The  Internet 
also  allows  customers  to  obtain  every- 
thing from  stock  quotes  to  mutual-fund 
rankings.  "If  you  can  get  information  and 
trading  over  the  Internet,  why  do  you 
need  a  broker?"  says  Gaiy  Meshell,  di- 
rector of  electronic  financial  services  at 
Price  Waterhouse.  "The  firms  are  so 


Full-service  broker 
"are  so  afraid  of 
giving  people 
information,"  says 
Lombard  CEO  Eric 
Roach.  "All  our 
information  is  free' 

UPSTART:  ROACH  CHARGES  $36.50  i 
TRADE,  VS.  $160  AT  AN  OLD-LINE  Fl 
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of  giving  people  information,"  says 
ard  ceo  Eric  Roach.  "Our  mission 
empower  the  investor.  All  our  in- 
tion  is  for  free." 

scutives  at  full-service  firms  mini- 
he  threat  of  Internet  trading,  which 
lo  not  offer.  They  point  out  they  re- 
1  most  of  their  customers  when 
er  discount  brokers  siphoned  off 
;ss  in  the  1980s.  And  the  new  firms 
lsly  lack  the  financial  strength  and 
lility  of  the  big  boys.  "It's  really 
concern,"  says  Jay  Mandelbaum, 
cecutive  vice-president  for  market- 
ho  oversees  Smith  Barney  Inc.'s 
site.  The  Internet  just  can't  replace 
h-and-blood  broker's  counsel.  "We 
Sam  find  investors  want  ongo- 
ing advice  and  service,"  he 
says.  Internet  trading? 
"Our  clients  don't  want  it." 

Schwab  and  Fidelity  In- 
vestments have  also  been 
caught  flat-footed  by  the 
cheaper  Internet  brokers. 
But  both  plan  to  roll  out 
Internet  trading  later  this 
year.  "Eventually  we  see 
electronic  trading  becom- 
ing a  very  dominant  chan- 
nel," says  Elizabeth  G. 
Sawi,  an  executive  vice- 
president  at  Schwab. 

At  present,  full-service 
firms  appear  to  have  little 
to  worry  about.  The  first 
quarter  of  1996  produced 
record  retail  brokerage 
profits,  and  many  are 
racing  to  hire  more  bro- 
kers. And  truth  be  told, 
very  few  investors  trade 
electronically — either  on 
the  Internet,  which  has 
attracted  several  discount 
brokers  in  the  past  year, 
or  through  proprietary 
i  services.  These  services,  which 
been  around  for  years,  include 
ab's  e. Schwab,  Fidelity  On-Line 
3S,  and  PC  Financial  Network. 
LATORY  HURDLES.  Consider  Lom- 
Of  its  31,000  discount  brokerage 
mers,  only  3,100  trade  on  the  In- 
\.  Forrester  Research  Inc.  estimates 
are  currently  just  800,000  online 
internet  brokerage  accounts.  For- 
"  estimates  there  will  be  1.2  million 
accounts  by  1998,  but  that  is  tiny 
ared  with  60  million  conventional 
irage  accounts  in  the  U.  S. 
ere  are  also  legitimate  impediments 
30th  full-service  and  discount  firms 
resolve  before  they  plunge  into  In- 
t  trading.  One  is  security:  Can  mon- 
n  be  safely  exchanged  electronically? 
)ard  sidesteps  this  by  billing  cus- 
rs  the  same  low-tech  way  any  bro- 
je  firm  does.  "The  technology  is  not 


quiz,  just  two  research  reports 
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CHARLES  SCHWAB  http://www.schwab.com  ry  than  the  transaction  cate- 

Offers  online  trading  via  proprietary  software.  gory,"  says  Daniel  H.  Case  III, 
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MERRILL  LYNCH  http://www.merrill-lynch.ml.com  nology.  "All  these  guys  talk 

Three  general  research  reports,  no  specific  about  the  Internet  but  they 

stock  picks.  Delayed  stock  quotes.  can't  spell  it." 
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PRUDENTIAL  SECURITIES  http://prusec.com  vice  broker  to  offer  customers 

Account  information.  Investment  personality  real-time  Internet  access  to  ac- 

quiz,  two  research  reports  to  order.  count  information,  such  as  mar- 
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SMITH  BARNEY  http://www.fid-mv.com  current  balances  «M  dients 

Specific  stock  and  futures  recommendations  want  tQ  ^QW  .  how  am  j  do_ 

links  to  other  web  sites.  Must  register  first.  ing?„  sayg  gtanley  Witkowski) 

J^yj^y^rf^^  director  of  strategic  client  ini- 

^^^^■■■■■■■■■■■■■■■■■■■■■^  tiatives  at  Pru  Securities.  Cus- 

LOMBARD  INSTITUTIONAL  BROKERAGE  tomers  now  have  "three  bad 

http://www.lombard.com  choices,"  he  says:  newspaper 

Offers  Internet  trading.  Free  20-minute  stock  quotes,  calling  their  bro- 

delayed  stock  quotes  and  stock  graphs.  ker  during  business  hours,  or 

""JnVnViZil""/";  I  ~  "j  waiting  for  their  statement 
E*TRADE  http://www^etrade.com  *Q  d      (<I  tWnk  le 

Offers  Internet  trading.  ^  * 


PAWWS  http://pawws.secapl.com 

Financial  Network.  Internet  trading  through 

three  brokerages. 


MISCELLANEOUS 


WEB  FINANCE 

http://nestegg.iddis.com/webfinance 
An  Investment  Dealers'  Digest  electronic 


relate  to  us  better  if  we 
keep  them  in  constant  touch 
with  their  own  financial 
sources,"  says  Witkowski. 
CROSS-SERVICES.  Smith  Bar- 
ney's Web  site  has  at  least  a 
little  meat.  In  exchange  for 
registering,  browsers  are 
teased  with  a  few  research  re- 
ports with  specific  stock  and 


magazine.  Links_  to_web  sites_of  50  brokers.       lMmes  recommendations,  such 


SILICON  INVESTOR  http://www.techstocks.com 
A  wealth  of  free  investment  information  and 
discussion  groups  on  tech  stocks. 

DATA.  BUSINESS  WEEK 

there,"  says  Jeff  Anderholm,  vice-presi- 
dent for  electronic  marketing  at  Fidelity 
Investments. 

Brokerages  are  also  running  into  reg- 
ulatory hurdles,  since  the  industry's 
regulators  have  not  kept  pace  with  the 
Internet's  development.  For  example, 
"No  [securities]  firm  lets  their  brokers 
use  E-mail,"  says  Pirn  Goodbody,  vice- 
president  of  the  Securities  Industry  As- 
sociation. The  industry  is  unsure 
whether  to  treat  E-mail  messages  to 
brokers  like  phone  calls,  which  are  not 
monitored,  or  like  regular  mail,  which 
must  be  read  by  a  broker's  branch  man- 
ager under  industry  regulations. 

So  far,  visiting  full-service  and  dis- 
count tas'  Web  sites  are  mostly  a  big 
disappointment:  They  are  glorified  mar- 
keting brochures  with  little  substance. 
Take  Prudential  Securities  Inc.'s  Web 
site.  There  is  an  investment  personality 


as  the  firm's  top  10  stock  picks, 
stock  quotes,  and  instant  links 
to  other  Web  sites. 

The  full-service  firms  are 
walking  a  fine  line.  Most  are 
simply  using  the  Internet  to  maintain 
the  client-broker  relationship:  offering 
paltry  servings  of  investment  data  but  no 
trading.  There's  a  risk,  though,  that  they 
will  lose  younger  customers,  who  may 
prefer  to  trade  electronically. 

The  big  firms  may  also  miss  out  on  the 
financial  services'  holy  grail  that  the  In- 
ternet will  make  possible:  brokerage, 
banking,  and  checking  services  all  rolled 
into  a  nice  neat  package.  If  full-service 
brokers  don't  embrace  the  Internet 
wholeheartedly,  banks  and  mutual  funds 
with  a  wide  array  of  Net  and  online  of- 
ferings could  steal  their  customers.  Says 
Ajit  Kambil,  assistant  professor  at  New 
York  University's  Stern  School  of  Busi- 
ness: "If  firms  choose  not  to  play  on  the 
Internet,  they'll  be  left  out."  Just  ask 
Ed  Harrison. 

By  Leah  Nathans  Spiro  in  New  York, 
with  Linda  Himelstein  in  San  Francisco 
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INVESTMENT  BANKING 


SILICON  VALLEY'S 

HOT  STARTUP  IS... A  BANK 

A  raid  on  Morgan  Stanley  puts  Deutsche  on  the  tech  map 


About  50  of  Silicon  Valley's  venture- 
capital  elite  streamed  into  the  posh 
Stanford  Park  Hotel  in  Menlo  Park, 
Calif.,  on  Apr.  16.  Over  a  breakfast  of 
eggs  and  link  sausages,  they  listened 
to  Carter  McClelland,  chief  executive 
of  Deutsche  Morgan  Grenfell/C.  J. 
Lawrence,  the  U.  S.  investment  banking 
arm  of  Germany's  giant  Deutsche  Bank, 
and  Frank  Quattrone,  until  recently  a 
star  investment  banker  with  Morgan 
Stanley  &  Co.  The  duo  unveiled  a  new 
firm,  dmg  Technology  Group, 
headed  by  Quattrone,  that 
will  offer  everything  from 
cutting-edge  industry  re- 
search to  underwriting  of 
small  startups. 

Their  pitch  seemed  to  im- 
press even  the  most  skeptical 
attendees  who  have  seen 
bankers  come  and  go  in  this 
sizzling — and  lucrative — niche 
market.  "They  clearly  have 
the  interest  of  Silicon  Valley 
venture  capitalists,"  says 
Douglas  M.  Leone,  a  general 
partner  at  venture  firm  Se- 
quoia Capital  who  attended 
the  breakfast.  Though 
Deutsche  Morgan  Grenfell  so 
far  has  carved  out  only  a 
modest  presence  in  U.  S.  in- 
vestment banking,  rivals  are 
wary  of  Deutsche  Bank's 
awesome  size  ($450  billion  in 
assets),  global  reach,  and  strong  ambi- 
tions in  this  country. 
Easter  blitz.  The  meet-and-greet  ses- 
sion came  less  than  two  weeks  after 
Deutsche  Morgan  Grenfell  lured  Quat- 
trone, bankers  George  Boutros  and  Bill 
Brady,  and  six  others  from  Morgan 
Stanley's  Silicon  Valley  office  in  Menlo 
Park.  The  Easter  weekend  hiring  blitz 
crippled  the  firm's  tech  division.  Mor- 
gan Stanley's  Menlo  Park  office  has  en- 
joyed a  commanding  presence  in  the 
Valley.  "The  neutron  bomb  just  hit  Mor- 
gan Stanley's  corporate-finance  depart- 
ment," says  Sequoia's  Michael  Moritz. 
dmg,  which  says  it  plans  an  eventual 
staff  of  75,  picked  off  three  other  Mor- 
gan Stanley  tech  specialists  in  London. 


Morgan  Stanley  disputes  the  extent 
of  the  damage  and  insists  that  it  hasn't 
lost  any  tech  clients.  The  firm  says  that 
only  three  bankers  from  its  Menlo  Park 
outpost  defected  and  that  the  office  still 
has  a  dozen  bankers  who  will  be 
reinforced  by  a  senior  banker 
from  New  York.  Further,  the 
firm  says  its  equity  distribution 
team  is  firmly  in  place,  namely, 
its  highly  ranked  tech  research 
group  and  the  equity  salesmen 


Frank  Quattrone,  lured  by 
a  stunning  multimillion 
dollar  deal,  and  16  others 
bolted  to  Deutsche  Bank.  Joe 
Perella,  Morgan  Stanley's  corporate 
finance  chief,  helped 
stem  the  defections 


and  traders  who  are  necessary 
to  support  initial  public  offerings. 
That's  in  part  due  to  a  last- 
minute  plea  from  Joseph  Perella, 
Morgan  Stanley's  head  of  corpo- 
rate finance.  "It  makes  no  sense 
to  me,"  says  one  veteran  New 
York  banker,  "dmg  doesn't  have  the  eq- 
uity distribution  that  will  permit  Quat- 
trone to  land  the  big  tech  deals." 

The  white-shoe  firm  isn't  sitting 
around  licking  its 
wounds.  "I  don't  usually 
get  this  many  calls  from 
Morgan  Stanley,"  says 
Ann  Winblad  of  Hum- 
mer Winblad  Venture 
Partners.  Investment 
banking  head  Robert  G. 
Scott  flew  to  Silicon  Val- 
ley on  Apr.  15  to  reas- 
sure clients  about  his 
firm's  commitment  to 
technology.  "Morgan 
Stanley's  bench  is  very 


THE  FIGHT  FOR  FEES 


90  '91  '92  '93  '94 
A  MILLIONS  OF  DOLLARS 
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deep  and  very  strong,"  says  Scott, 
coincidentally  flew  to  San  Francisco  i 
New  York  on  the  same  plane  as  E 
McClelland.  "We  consistently  hear  1 
from  clients  that  they  understand 
relationship  is  institutional." 
MAD  scramble.  But  no  one  is  wai 
for  the  dust  to  settle.  Instead,  a 
scramble  is  under  way  by  bankers  a 
firms  to  hire  or  retain  talent — and  t 
after  Morgan  Stanley's  technology  clii 
which  includes  such  plums  as  Netsi 
Communications,  Hewlett-Packard, 
Oracle.  "It's  an  absolute  sea  chang 
the  competitive  environment  out  h< 
says  Steven  F.  Strandberg,  a  direct 
Merrill,  Lynch  &  Co.'s  technology  gr 
Merrill  plans  to  disp 
several  senior  executive 
Silicon  Valley,  including  D 
H.  Bayly,  co-head  of  in\ 
ment  banking.  Rober 
Stephens  &  Co.,  a  San  F 
cisco-based  technology 
tique,  just  reviewed  Moi 
Stanley's  client  list  and 
gan  a  sales  push,  along  i 
such  rivals  as  J.  P.  Mor 
Goldman  Sachs,  Alex.  Br 
&  Sons,  and  Hambrech 
Quist.  Quattrone  and  o 
dmg  executives  even  vis 
Morgan  client  Silicon  Gr 
ics  Inc.  after  their  break 
"They're  gunning  for 
business,  but  there's  no  < 
sion  yet,"  says  C.  Ricl 
Kramlich,  a  Silicon  Grap 
director  and  managing  r 
ner  of  venture  firm  New 
terprise  Associates.  Quatt: 
and  McClelland  declined  comment. 

It's  too  early  to  tell  which  inv 
ment  firms  will  emerge  as  winner 
the  technology-banking  war.  The 
look  is  rosy  for  investment  ban] 
and  research  analysts,  dmg  has  sign 
stunning  multimillion  dollar  cont 
with  Quattrone  that  contains  an 
usually  sweet  chunk  of  the  tech  grc 
pretax  profits.  Steven  Brooks,  hea 
global  technology  investment  ban] 
at  ubs  Securities,  a 
sidiary  of  the  Si 
bank,  says  that  "it's 
ing  to  take  more  1 
money  to  build  a  % 
team."  With  gazill 
behind  it,  Deuts 
Morgan  Grenfell  i 
seriously  test  i 
maxim. 

By  Linda  Himels 
in  San  Francisco,  \ 
Leah  Nathans  Spirt 
New  York 
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Best  Three  Things  To  Look  For  In  A  Frequent  Traveler  Program: 

LOCATIONS,  LOCATIONS,  LOCATIONS. 


REST  WESTERN 


.D  Crown  Club* 


F.    R    N    A    T    I  0 


Sign  up  for  Best 
stern's  Gold  Crown 
■lub  International 
your  next  stay  and 
t  a  complimentary 
Western  Business 
source  Guide  filled 
ith  great  business 
and  valuable  offers. 


AT&T 

urTrue  Choice 


All  the  frequent  traveler  awards  in  the  world  aren't  worth  a  hill  of  beans  if 
it  takes  a  hundred  years  to  earn  them.  That's  why  Best  Western's  Gold  Crown 
Club  International  program  is  worth  checking  into.  With  Best  Westerns  in 
more  than  2,700  cities  in  63  countries,  there's  sure  to  be  one  just  about  anywhere 
you  do  business.  So  you  can  accrue  points  quickly  toward  all  kinds  of  valuable 
awards.  You'll  also  enjoy  the  fact  that  membership  is  free. 

And  you  can  count  on  AT&T  at  most  of  our  locations  for  unsurpassed  call 
clarity  and  fast,  dependable  long  distance  connections  every  time  you  dial. 
Wherever  and  whenever  you  travel,  connecting  to  people  back  home  is  easy 
with  the  AT&T  TrueChoiee,u  Calling  Card.  Best  of  all,  the  calls  you  make  with 
your  AT&T  TrueChoice  Calling  Card  can  be  included  in  your  AT&T  long 
distance  calling  plan.  So  you'll  enjoy  calling  plan  discounts  on  the  calls  you 
make  when  you're  away. 

For  reservations  call  1-800-528-1234  or  your  travel  agent.  And 
we're  on  the  TravelWeb  at:  http://www.bestwestern.com/best.html. 
Because  with  3,500  locations  worldwide,  the  mark  of  a  good 
frequent  traveler  program  is  the  Best  Western  sign  itself. 
Call  1-800-BEST  GUEST  to  enroll  today. 

Your  Best  Bet  Is  A  Best  Western.  1-800-528-1234 


America  West  Airlines 

Save  up  to  $50  on  your  next 
America  West  flight  or 
upgrade  to  first  class  for 
the  price  of  coach. 

TOSHIBA 

Get  a  $50  rebate  on 
any  Toshiba  Satellite  Pro'" 
Notebook  computer. 

kinko's 

The  new  way  to  office; 

Save  10%  on  products 
and  services. 


AV'S 


We  "7 
hard"-" 


Get  a  third  weekend  day  free 
with  coupon.  Earn  100  Gold 
Crown  Club  bonus  points 
with  each  qualifying  rental. 


Best  Weslern  International,  Inc. 


Best  Western  hotels  are  independently  owned  and  operated  See  Business  Resource  Guide  coupons  tor  complete  details  Available  at 


participating  hotels  while  supplies  last 
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How  ironic.  As  the  demands  of  your  far-flung  business  network 


become  more  painfully  convoluted,  the  solution  becomes  simplicity 
itself.  Call  Digital.  You  need  to  weave  hardware  and  software 
from  different  suppliers  into  a  seamless,  productive 
whole?  Digitals  strengths  in  multi-vendor  service 
and  support  are  unequalled.  You  want  to 
harness  the  competitive  potential  of  the  Internet, 
without  exposing  your  company  to  information  highwaymen? 


Digital's  years  of  experience  in  secure  public  networking  are 
unrivalled.  Above  all,  you  have  to  plan  today  for  an 
enormously  uncertain  tomorrow? 
Every  Digital  solution — from  CPUs 


services — is  engineered  to  keep  working,  to  keep  evolving,  to 
keep  paying  dividends  come  what  may.  In  other  words,  if  it's 

your  job  to  connect  an 
enterprise  with  its  data, 
its  customers,  its  partners 


THE  SIMPLER 


THE  CHOICE. 


SDHOH 


and  the  world,  your  shortlist  should  be  very 
WHATEVER  IT  TAKES SM    short  indeed.  Call  1-800-DIGITAL,  e-mail  to 


moreinfo@digital.com  or  visit  us  at  http://www.digital.com. 


ABV 

©1996  Digital  Equipment  Corporation.  Digital  and  the  DIGITAL  logo  are  trademarks  and  Whatever  It  Takes  is  a 
service  mark  of  Digital  Equipment  Corp. 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

NOBEL  COULD  WIN 
A  GOLD  STAR 

Whether  or  not  education  becomes  a 
hot  issue  in  this  year's  Presidential 
elections,  there  are  few  hot  education- 
al issues  on  the  Street.  But  a  stock 
that  may  heat  up  is  Nobel  Education 
Dynamics  (nedi),  the  U.  S.'s  largest  op- 
erator of  accredited  private  elemen- 
tary schools.  Nobel,  which  also  pro- 
vides child  care  before  and  after 
regular  school  hours,  targets  middle- 
income  families  with  children  in 
preschool  to  eighth  grade. 

SCHOOL  HOTSHOT 


EARNINGS 
PER  SHARE* 

1997  Est. 

700 

1996  Est. 

470 

1995 

26G 


NOBEL  EDUCATION 
STOCK  PRICE 

WEEKLY  CLOSE 


1994 
230 


1993 

240 
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It's  "our  No.  1  stock  pick  in  educa- 
tion," says  Carolyn  Losty,  an  analyst  at 
Pennsylvania  Merchant  Group.  "Grow- 
ing dissatisfaction  with  public  schools," 
she  says,  will  fuel  demand  for  alterna- 
tive providers  that  charge  fees  within 
the  reach  of  middle-income  families. 
Tuition  at  Nobel  averages  $5,500  vs. 
$7,500  in  other  private  nonparochial 
schools,  notes  Chairman  Jack  Clegg. 

Losty  says  demographics  "portend 
well  for  private  schools — as  parents 
get  frustrated  with  big  classes,  dimin- 
ishing funding,  government  programs 
that  dilute  a  teacher's  focus,  and  other 
problems  plaguing  public  schools." 

So  Nobel's  earnings,  she  thinks,  will 
grow  fast — from  44(2  a  share  this  year 
to  68(2  in  1997.  She  expects  Nobel  to 
add  11  schools  this  year  and  12  next, 
possibly  augmented  by  acquisitions. 
Nobel  now  has  106  locations — 59 
schools  and  47  child-care  centers.  Many 
of  the  centers  will  be  converted  into 
schools  but  will  still  provide  child  care. 

Big  investors  that  have  bought  into 
N  >1  vl:  Allied  Capital  Management,  with 
a  10"  stake,  and  investment  firm  Gilder, 
Gagron,  Howe,  with  5%. 


Clegg,  who  has  a  9%  chunk,  is  confi- 
dent he  can  sustain  Nobel's  rapid  growth. 
He  says  revenues  will  jump  to  $60  mil- 
lion this  year,  up  from  $42  million  last 
year,  not  including  projected  acquisitions.. 

Analyst  Bill  Bavin  of  Ferris,  Baker 
Watts,  who  recommended  the  shares 
in  December  at  1VA,  remains  bullish 
even  though  they've  climbed  to  16%. 
Bavin  thinks  Nobel  is  still  an  "attrac- 
tive play":  Its  schools  provide  "superi- 
or education  at  an  affordable  price." 

IVAX:  HEADING  BACK 
DOWN  THE  AISLE? 

Has  Ivax  (ivx)  returned  to  the  merg- 
er trail?  Several  Ivax-watchers 
think  so,  despite  the  unraveling  in  No- 
vember of  its  merger  with  Hafslund 
Nycomed.  One  takeover  investor  says: 
"It's  precisely  because  of  the  aborted 
merger  that  we  think  another  deal  is 
brewing."  With  Hafslund  poised  to  spin 
off  its  energy  operations  and  become 
strictly  a  pharmaceutical  house,  this 
Ivax  bull  insists  the  two  companies 
will  try  again  to  merge — this  time  on 
terms  more  palatable  to  Ivax  share- 
holders. But  Hafslund  is  not  the  only 
pebble  on  Ivax'  beach:  Bristol-Myers 
Squibb  is  rumored  to  be  interested  in 
Ivax  to  expand  its  generic  operations. 

Ivax  shares  jumped  1,  to  27,  on  Apr. 
17,  after  Merrill  Lynch  analyst  Richard 
Vietor  said  the  recent  introduction  of 
two  drugs — inhaled  Albuterol  and  an- 
tibiotic Cefadroxil — would  spur  Ivax 
earnings.  Cefadroxil  is  the  only  generic 
version  of  Bristol-Myers'  Duricef,  which 
has  sales  of  $140 
million.  Analysts  say 
Cefadroxil  could  eas- 
ily generate  $50  mil- 
lion of  high-margin 
sales  in  its  first  year. 
Ivax  is  also  filing  for 
approval  of  Paclitax- 
el,  which  could  "de- 
throne Bristol-My- 
ers' anticancer  drug 
Taxol  from  its  cur- 
rent position"  in  a  $1 
billion  market,  says 
Ronald  Stern  of  Buckingham  Research. 
Taxol's  patent  will  expire  in  1997. 

Ivax  ceo  Phil  Frost  is  coy  when 
asked  if  Hafslund  is  back  in  the  pic- 
ture. "We  maintain  very  cordial  rela- 
tions," he  says.  "We  do  a  lot  of  busi- 
ness together.  We'll  see." 

Is  it  true  that  Bristol-Myers  has  its 
eyes  on  Ivax  for  a  takeover?  Responds 


FROST:  Coy  on 

any  merger  talk 


Frost:  "I  can't  comment  on  such  sp 
ulation.  Bristol-Myers  is  a  great  cc 

pany  We  are  always  looking  at 

portunities — mergers,  acquisitions  i 
new  markets." 

He  adds:  "We  are  going  full  bl 
into  Latin  America.  We  have  signei 
strategic  alliance  with  a  partner  in  ! 
gentina."  Also  in  its  plans  are  Boli1 
Brazil,  Chile,  Mexico,  Peru,  i 
Uruguay.  Frost  projects  that  Ivax  j 
meet — if  not  beat — earnings  expec 
tions  of  $1.30  a  share  this  year.  Fr 
says.  "We'll  make  everybody  hapj 
A  Bristol-Myers  spokesman  says  j 
company  doesn't  comment  on  speci 
tion  about  acquisitions. 

BEALLY  BIG  HAIB 
AT  BEGIS 

The  haircut  business  is  growing 
fast  as,  well,  hair.  And  hairdos  hi 
been  kicking  up  the  stock  of  Re 
(rgis),  the  world's  largest  owner  i 
operator  of  mall  salons.  First  featu: 
in  this  column  on  June  22,  1992,  wl 
the  stock  was  at  6,  Regis  now  tra 
at  32.  Has  it  reached  a  peak? 

Not  if  you  listen  to  Binkley  Shoi 
who  runs  $1.5  billion  in  assets 
Wellington  Management  in  Boston.  I 
portfolio  of  mid- 
size-cap stocks, 
which  holds  3%  of 
Regis'  shares, 
first  bought  in 
when  the  stock 
was  around  6. 
"For  as  long  as 
Regis  continues 
to  meet  our  ex- 
pectations, we'll 
stay  with  it," 
Shorts  explains. 
He  figures  Regis 
will  make  $1.50  a 
share  this  year, 
and  $1.75  next 
year,  up  from  last 
year's  $1.25.  Regis  has  been  beat 
analysts'  estimates  year  after  ye 
Trading  at  a  price-earnings  ratio  of 
the  stock  isn't  pricey — in  today's  i 
vironment,  argues  Shorts. 

A  New  York  investor  is  buying 
another  reason:  He  feels  Regis  is  cli 
to  buying  150  salons  of  a  national  m 
merchandiser,  which  he  figures  will  i 
$30  million  to  revenues  and  at  le 
70  to  10(2  a  share  to  the  bottom  li 
These  projections  don't  include  t 
still-secret  acquisition,  says  this  pre 


CLIPPING 
RIGHT  ALONG 
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7  . .  &est  20%  C^  vVt  /3><  ^A 

Every  Time  You  Eat  At  Your  Favorite  Restaurants 


se  your  own  credit  cards  and  get  a 
20%  cash-back  rebate  automatically. 
No  embarrassing  discount  card  or 

ns  -  no  one  will  know  you're  saving 

f\ 

me  or  away,  you'll 
re  at  some  of  the 
>t  places  in  town. 

'e  at  over  4,500  participating 

rants  nationwide,  in  and  out  or  the  city. 

reds  more  are  added  every  month. 

 -  .....rw  Choose  from  casual 

SA         if  iu  Qu,  I1  restaur,  nits  to  Ink. 

"  ~~  1  dining,  new  linds  to 
old  family  favorites. 


At  every  participating  restaurant  your  first 
visit  each  month  guarantees  you  a  20%  cash 
rebate  -  even  on  holidays  and  weekends! 

Register  your  credit  cards*  with  Dining  a 
la  Card,  then  use  them  to  pa\  tor  your  meals. 
You  get  20%  cash  back  on  the  entire  tab  for 
your  entire  group  including  beverages,  tax  and 
tip.  Up  to  $120  cash  back  each  meal!  You 
don't  do  a  thing  -  rebate  checks  are  mailed 
directly  to  you  every  month. 

Enroll  today  and 
take  advantage  of 
a  60-day  FREE  trial 
membership. 


Call  now  and  start  earning  cash  / 
rebates  immediately.  It  you're  / 
not  satisfied,  call  within  60 
days  to  cancel.  You  will  <— 
not  be  charged  and        /  ^"'I'^J'J^'Jf'''' 
you  keep  any  cash  /' 

rebates  you've  /  Choose  the  card  you  want  to 
earned.  '        register  and  charge  the  $49.'' 

annual  registration  fee  atter  your 
60  DAY  FREE  TRIAL: 

/ 

/ 

/         □  AmtTiL.in  Express   □  VISA 
/  □MasterCard  J  Discover 

1  1  1  l  I  I  1  1  J_U 

Acct.  # 

Exp  Dat 


Signature  X 


.ter  by  Phone  Toll  Free  24  Hours.  . 
)0-8 3  3 "34^ 3       fining  a  l^Jfrd 

operator  this 

rrial  code:  031-921-036 

can  register  additional  cards  when  you  receive 
nembership  materials.  96258C(V1)  ft 


Ocy. 


Home  Phone! 
031-921-036 


Mail/Fax  to:  Dining  a  la  Card  -  200  N.  Martingale  R. !   S.  haumburg,  IL  60173  FAX  847-6(15-"  1 49 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


JAPAN  SWINGS 
INTO  SPORT-UTES 


Like  a  lot  of  baby 
boomers,  I've  outgrown 
my  present  ear.  Now 
I'm  looking  for  something 
with  lots  of  space  to  replace 
the  sexy  but  impractical  two- 
seat  Toyota  MR2  I  bought 
during  my  second  adoles- 
cence. My  reason?  I  just  ac- 
quired a  dog. 
A  big  dog. 

So  I'm 
shopping  for  a  sport-ute — 
short  for  sport-utility  vehi- 
cle— or  suv.  It's  the  hottest 
segment  of  the  market:  More 
than  1  in  every  10  cars  sold 
last  year  were  sport-utes, 
and  they're  accounting  for 
13%  of  vehicle  sales  so  far 
this  year.  They  have  turned 
into  a  status  symbol,  damp- 
ening demand  for  sports  and 
luxury  cars.  Many  boomers 
prize  the  go-anywhere,  tote- 
anything  utility  of  sport-utes. 
The  downside?  They're  gas 
guzzlers. 

HEAVY  DUTY.  By  and  large, 
the  Japanese  had  been  ex- 
cluded from  this  booming 
market.  That's  because,  early 
on,  U.  S.  Customs  officials 
classified  imported  sport-util- 

SUZUKI  X-90 

Base  Price: 

$18,500 


HOT  WHEELS 


Americans  wanted  much 
more  utilitarian  vehicles. 

But  now  the  Japanese — 
having  skirted  the  duty  by 
convincing  Customs  officials 
that  their  suvs  are  really 
cars,  not  trucks — are  moving 
into  the  sport-utility  vehicle 
market  in  a  big  way.  And  re- 
cent reviews 
by  car  maga- 
zines and  rat- 
ing services  say  the  new 
Japanese  sport-utes  have  bet- 
ter quality,  durability,  value, 
and  on-road  ride  and  handling 
than  their  wildly  popular 
American  counterparts. 

So  I  set  out  to  drive  a 
half-dozen  brand-new  Japan- 
ese models,  all  of  them  intro- 
duced to  the  U.  S.  market 
within  the  past  six  months 
or  so.  They  ranged  from  the 
quirky  (meaning  really  weird) 
Suzuki  X-90  to  the  tony 
(meaning  really  expensive) 
Lexus  LX  450.  What  I  dis- 
covered was  that  the  Japan- 
ese are  refining  sport-utes  so 
that  they  handle  more  like 
cars  than  trucks,  and  the 
good  part  is  that  you  may 
save  money  because  of  it. 


77/ is  rough 
rider  is  short 

on  cargo 

space  I 

perfect  for 
(ieneration 
Xers 

ities  as  trucks,  and  thus  sub- 
ject to  a  25%  duty.  Then  the 
strong  yen  drove  prices  of 
Japanese  vehicles  into  the 
stratosphere.  Also,  Japanese 
planners  mistakenly  chose  to 
devote  their  precious  devel- 
opment resources  to  luxury 
cars  about  the  time  when 


I  started  with  the  Suzuki 
X-90,  even  though  it  met 
none  of  my  criteria.  The 
open-top  two-seater  has  no 
cargo  space,  but  I  couldn't 
resist  this  oddball.  It's  a  tine 
four-wheel-drive  vehicle,  with 
high  enough  clearance  to  take 
it  off-road,  but  it's  a  rough 


rider  with  lots  of  rat- 
tles. The  short  wheel- 
base  means  that 
there's  much  lurching 
on  segmented-con- 
crete  freeways,  and  I 
had  trouble  with  the 
over-the-shoulder  vis- 
ibility in  the  driver's- 
side  blind  spot.  Also, 
despite  the  flashy  upholstery, 
the  controls  are  decidedly 
old-fashioned:  The  audio  sys- 
tem is  a  maze  of  tiny  buttons 
with  even  tinier  labels,  and 
there's  nary  a  knob  in 
sight.  But  "the  $13,500 
X-90  ($1,000  more  for 
the  four-wheel  drive 
version)  is  a  real  head- 
turner  and  totally  irre- 
sistible. It  would  be 
great  for  your  Genera- 
tion-X  kids  at  college. 

A  better  example  of 
the  new  breed  of 
Japanese  sport-utes  is 
the  Toyota  RAV-4,  introduced 
in  January.  The  alphanumer- 
ics  stand  for  "recreational 
active  vehicle,  four-wheel 
drive."  It  looks  like  a  track 
but  drives  like  a  car.  That's 
because  it's  built  atop  a  Toy- 
ota Celica  frame,  with  parts 
borrowed  from  the  Camry 


TOYOTA  RAV-4 

Base  Price: 

$15,648 

It  drives  like 
a  car — and 
rear  seats  fold 
a p  to  provide 
lots  of  space 


and  Corolla.  Still,  i 
in  this  mini-suv, 
sit  high  enough 
the  road  to  feel 
there  with  all 
Ford  Explorers 
slightly  above 
Jeep  Cherok 
There's  no  sense 
you're  going  to 
over  when  you're  roundii 
corner,  and  while  the  : 
seats  can't  be  removed  v 
out  a  socket  wrench,  they 
ily  fold  up  against  the  b 
of  the  front  seats  to  pro 
lots  of  space  for  your  gea 
TWO  SUNROOFS.  The  RA 
which  starts  at  $15,000  f 
two-door  (or  $2,100  more 
a  four-door,  four-wheel-d 
version),  isn't  perfect, 
windows  rattle  at  free' 
speeds  if  they  aren't  c 
pletely  up  or  down,  and 
engine  feels  underpowe 
going  up  long  grades.  , 
you  can  see  the  result: 
Toyota's  cost-cutting:  ^ 
belts  aren't  height-adjustE 
the  wipers  aren't  interi 
tent,  and  there's  no  ligh 
the  ashtray.  Still,  it  has  si 
cool  features.  For  $600  ex 
the  two-door  versions  c< 
with  two  sunroofs,  wl 
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neatly  in  brackets  on 
?ar  door.  The  four-wheel 

is  full-time,  as  in  the 
•ican  suvs.  That's  good 
■iving  on  pavements  that 
lternately  dry  and  slip- 

And  there's  no  feeling 
the  RAV-4  is  really  a 
ed-up  pickup  truck, 
at's  not  the  case  with 
a's  4  Runner  or  Nissan's 
inder.  These  are  the  two 
c  Japanese  sport-utes, 
'Jo.  5  and  No.  6  suvs  in 

sales.  Both  are  all  new 
year,  but  they're  going 
n  different  directions. 
3  Nissan  has  made  the 
inder  into  a  kinder,  gen- 
vehicle  more  suited  for 
streets,  Toyota  is  pursu- 
\ie  macho,  off-road  capa- 
js  of  its  4Runner,  albeit 
all  the  amenities  Amer- 


icans have  come  to  ex- 
pect in  their  cars. 

The  worst  thing 
about  the  4Runner  is 
the  stretch  it  takes  to 
get  into  the  thing.  The 
step  up  is  a  full  five 
inches  higher  than  the 
Pathfinder's,  and  three 
inches  more  than  the 
average  American  sport-ute. 
Toyota,  though,  has  beefed 
up  the  engine  on  the  $19,500 
($21,500  with  four-wheel- 
drive,  or  $25,000  with  a  six- 
cylinder  engine)  4Runner,  and 
it  has  changed  the  rear  door 
from  a  hatch  and  tailgate  to  a 
single-piece  liftup  configura- 
tion with  a  power  window,  a 
big  improvement.  The  $22,399 
Nissan  Pathfinder,  while  it 
doesn't  look  very  different 
from  the  previous  version,  is 
much  more  carlike.  It's  not 
nearly  as  high  off  the  road 
and  doesn't  have  the  body 
roll  that  can  make  sport-utes 
feel  unstable.  The  Pathfinder 
also  has  more  creature  com- 
forts. The  back  of  the  con- 
sole, for  example,  has  slide- 
out  cupholders  for  backseat 
passengers,  along  with  a  12- 
volt  outlet  for  portable  com- 
puters, say,  or  a  cellular 
phone. 

RIDING  HIGH.  Even  though  I 
can't  afford  them,  I  also  tried 
the  luxury  suvs,  the  Acura 
SLX  and  the  Lexus  LX  450. 
Neither  is  totally  new.  Just 
as  the  Honda  Passport  is  a 
rebadged  Isuzu  Rodeo,  the 
Acura  SLX  is  really  an  Isuzu 
Trooper.  And  the  venerable 
Toyota  Land  Cruiser  has 
been  luxuried  and  leathered 
into  a  Lexus  model. 

The  Acura  is  huge  inside, 
and  you  feel  as  if  you're  sit- 
ting on  a  throne,  high  above 
the  surrounding  traffic.  But 
cornering  is  a  bit  scary,  giv- 

LEXUS  LX450 

Base  Price: 

$47,500 


NISSAN  PATHFINDER 

Base  Price: 

$22,399 

The  interior  offers  slide-out 
cupholders  and  an  outlet 
for  PCs  or  a  cell  phone 

ing  the  sensation  that  the  en- 
tire car  is  tipping  over.  Out- 
side, the  engine  sounds  like  a 
truck,  but  the  car-  is  insulated 
enough  that  you  can't  hear  it 
inside.  A  nice  touch:  The  SLX 
has  cornering  lights  that 
illuminate  turns  when  the 
directional  signals  are  on.  It 
starts  at  $33,900,  but  a 
starter  Trooper  can  be  had 
for  as  little  as  $25,000. 

The  Lexus  is  the  more 
successful  transformation. 
Toyota's  Land  Cruiser  has  al- 
ways qualified  as  a  luxury 


Leather 
seats,  wood- 
grain  finish, 
and  a  hands- 
free  phone 
give  the  feel 
of  luxury 


HONDA  CR-V 

Base  Price  (est.): 

$20,000 

It  has  a  pic- 
nic table,  but 
won't  hit  the 
U.S.  until  the 
end  of  '96 

car.  If  it  were  to  be  intro- 
duced today,  it  would  be  a 
Lexus.  The  carmaker  has 
made  it  even  more  so,  with 
leather  seats,  woodgrain  fin- 
ishes, and  a  sticker  price  of 
$47,500  instead  of  $40,000. 
There  are  other  changes  as 
well,  including  a  suspension 
that  is  15%  softer  and  op- 
tional cell  phones  and  CD 
changers  that  fit  perfectly 
into  the  center  console. 
SAFETY  FEATURE.  Finally,  just 
for  fun,  I  finagled  a  Honda 
CR-V  for  a  weekend.  This 
suv  won't  be  introduced  into 
the  U.  S.  until  the  end  of  the 
year,  and  Honda  promises 
that  it  will  be  priced  at  under 
$20,000  for  a  version  that 
Honda  calls  "real-time"  four- 
wheel  drive:  It  automatically 
switches  when  any  wheel 
starts  slipping.  In  japan,  it 
wiped  out  Toyota's  RAV-4 
when  it  was  launched  because 
it's  so  much  bigger  inside. 
While  it  drives  like  a  car — a 
Honda  Civic — it  doesn't  give 
the  typical  sport-ute  feeling 
of  riding  high  above  the  traf- 
fic. But  it's  the  only  one  that 
comes  with  a  picnic  table  as 
standard  equipment  as  well 
as  a  waterproof  bin  under  the 
cargo  floor  that  can  be  used 
as  an  ice  chest. 

My  personal  favorite?  The 
Toyota  RAV-4,  for  its  civilized 
handling,  generous  space,  rea- 
sonable sticker  price,  and 
striking  good  looks — although 
I'm  tempted  to  wait  for  the 
Honda  CR-V.  A  close 
second  is  the  Nissan 
Pathfinder,  again  be- 
cause it  handles  more 
like  a  refined  automo- 
bile instead  of  a  cheap 
pickup.  As  for  Coby, 
my  120-lb.  mastiff  pup- 
py, he  doesn't  really 
have  a  preference.  He 
drooled  over  all  of 
them.  Larry  Armstrong 


Personal  Business 


IN  SEARCH 

OF  A  SAFER  AIR  RAG 


Snap,  crumple,  pop. 
It's  the  most  reassur- 
ing  sequence  of 
sounds  that  can  be 

heard  during  a  car  accident. 
After  the  shocking  snap  of 
metal  smashing  into  metal 
comes  the  crumple  of  the 
car's  reinforced  steel  struc- 
ture absorbing  the  impact. 
Last  is  the  pop  of  air  bags 
inflating  to  cushion  occupants. 

Air  bags,  which  began 
gaining  popularity  in  the  late 
1980s,  are  already 
on  48  million  U.  S. 
vehicles.  They're 
credited  with  saving 
more  than  1,500 
lives — a  figure  that 
should  grow  to  4,000 
by  yearend  as  air 
bags  show  up  on 
more  vehicles.  Yet 
even  as  the  auto  in- 
dustry is  stuffing  air- 
bags  into  more 
places  inside  cars 
than  ever  before,  it 
is  struggling  to 
make  the  safety  de- 
vices safer.  Worried 
about  dozens  of  re- 
ported air-bag-relat- 
ed deaths,  compa- 
nies are  racing  to 
install  high-tech  sen- 
sors to  soften  the 
blow  when  an  air 
bag  hits  a  tiny  oc- 
cupant. "Carmakers 
are  spending  billions 
to  make  air  bags 
smarter,"  says 
Charles  Hurley,  se- 
nior vice-president  at  the  In- 
surance Institute  for  High- 
way Safety. 

FATAL.  Oddly  enough,  it  is  air 
bans'  life-saving  rapid  fire 
power  that  has  become  a  haz- 
ard to  some.  To  catch  people 
quickly  in  an  accident,  air 
bags  (  into  the  passen- 

ger eompar  ent  at  150  miles 
per  hour.  Eh;  has  proven  to 
be  a  fatal  ti  r  e  for  ■>  ■■  jccu- 


pants  who  were  too  small  and 
too  close.  "Air  bags  are 
designed  for  adult  bodies,  not 
for  children,"  says  Volvo 
spokesman  Dan  Johnston.  Vol- 
vo advises  owners 
to  keep  kids  out 
of  harm's  way  by  strapping 
them  into  the  backseat. 

Another  important  piece  of 
advice  to  parents  is  not  to 
place  rear-facing  child  seats 
in  front  of  air  bags,  because 
deployment  could  break  an 
infant's  neck.  Four  such 
deaths  have  been  recorded  so 


HOT  WHEELS 


Popping  Out 
All  Over 


one,"  says  Bill  Eagleson, 
Ford's  manager  for  occupant 
protection.  "Every  day,  we're 
making  bags  designed  with 
some  inflation-injury  risk." 

Some  20  deaths  have  been 
reported  involving  small 
women  driving  too  close  to 
the  steering  wheel  when  the 
bag  deployed.  And  a  dozen 
fatalities  occurred  among 
children  3  to  9.  Investigators 
say  the  children 
were  not  wearing 
seat  belts.  However,  the 
grandfather  of  a  5-year-old 
Utah  boy  killed  last  fall  con- 
tends the  child  was  wearing  a 
seat  belt.  He's  suing  General 
Motors  and  air-bag  maker 
Morton  International. 

To  confront  the  growing 
problem,  the  auto  industry  is 


DASHBOARD 


Most  new  cars  have 
front-impact  passenger  bags  and 
most  trucks  will  within  two  years 


INSIDE 
ROOF 


s  plan- 
ning a  head- 
protecting 
ubular  air 
bag  (shown 
inflated) 
from  the  roof 


SIDE  OF 
DOOR 


STEERING 
WHEEL 


Virtually  a 
new  cars  and 
trucks  come 
equipped 
with  driver's 
air  bags 


Some 
carmak 
ers  prefer  to  stuff 
side-impact  bags 
into  front  doors 


SIDE  OF 
SEAT 


Air  bags  now 
spring  from  seats 
to  protect  drivers  and 
passengers  in  side  crashes 


BACKSEAT 
PROTECTION 


Eventually,  air 
bags  will  deploy 
from  back  doors  to  provide  a 
cushion  to  backseat  riders 


far.  By  the  end  of  the  decade, 
federal  regulators  will  require 
carmakers  to  install  bags  that 
automatically  shut  off  when 
a  child  seat  is  riding  up  front. 

For  now,  auto  makers  are 
offering  stopgap  measures, 
such  as  a  key-activated 
switch  on  the  Ford  F-150  and 
Ranger  pickups  that  shuts  off 
the  passenger  bag.  "The 
problem  is  an  immediate 


developing  sensors  that  can 
detect  an  occupant's  size  and 
adjust  the  speed  and  size  of  a 
deployed  bag  accordingly. 
Some  sensors  could  even  dis- 
able the  bag  if  a  briefcase  or 
newspaper  occupies  the  front 
passenger  seat.  Optimistic 
suppliers  say  such  systems 
could  be  in  place  by  2001,  but 
carmakers  think  it  will  take  a 
decade.  "You  sure  don't  want 


an  air  bag  not  to  function 
cause  your  passenger  is  re 
ing  a  newspaper,"  says  W 
dell     Lane,  director 
engineering  at  air-bag  m 
er  AlliedSignal. 
MARSHMALLOWS.  The  n< 
for  smarter  air  bags  is  gr< 
ing  acute.  Within  five  ye; 
bags  bursting  from  doc 
seats,  roofs,  headrests,  s 
below  the  dashboard  are 
pected  to  join  the  driv< 
and  passenger's  devices,  tu 
ing  car  interiors  into  gi 
marshmallows  in  accidents 
the  future. 

Already,  Volvo  offers  si 
impact  bags  that  deploy  ft 
the  front  seats.  Merced 
Benz  has  bags  that  pop 
of  the  doors.  This  sumn 
bmw  will  also  offer  dc 
mounted  bags,  w! 
the  Kia  Sport; 
from  Korea  will  i 
ture  a  bag  t 
swells  out  of 
dash  to  reduce  k 
injuries.  BMW  will 
fer  another  twisi 
early  1997,  whei 
introduces  a  tubi 
bag  that  sprii 
from  the  inter 
roof  above 
driver's  and  pass 
ger's  doors  to  p 
tect  heads. 

Side  air  bags 
likely  to  catch 
faster  than  front 
bags  did.  "By 
'99  model  year,  j 
about  every 
made  will  have  s 
bags,   and  tru 
will  have  them 
2002,"  says  dri/I 
Graw-Hill  anal 
Lincoln  Merrih 
That  is,  if  carm 
ers  and  suppli 
can     hold  do 
Front  bags  now  j 
about  $100  to  a  car's  cost. 

Once  the  side  bags  are 
tablished  up  front,  they're 
pected  to  migrate  into  1 
backseat — the  kids'  s 
haven.  But  if  the  pop  of 
bags  is  going  to  be  as  re 
suring  to  children  as  it  is 
adults,  the  auto  industry  ] 
to  step  on  the  gas  to  m: 
them  safer.  Keith  Naugh 


prices. 
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LR  RENTALS  ABROAD: 
LONG  AND  WINDING  ROAD 


ing  abroad  and 
id  a  set  of  wheels? 
i  not  as  easy  as 
>pping  by  Rent-A- 

ek.  Hiring  transportation 
rseas  can  mean  paying 

basic  charges,  plus  such 
ly  add-ons  as  insurance 
rers,  drop-off  fees,  and 
iliar  airport  levies.  You 

face  travel  restrictions 
uch  theft-prone  spots  as 
ler  communist  countries. 
.  in  some  places,  you  can 
et  about  automatic  trans- 
>ion  and  air  conditioning, 
/hile  all  that  may  make 

look  twice  at  the  train, 
difficulties  of  renting  can 
nanaged.  Making  arrange- 
its  beforehand  is  essen- 
— preferably  with  help 
n  an  experienced  travel 
it.  Booking  and  even  pre- 
ing  in  U.  S.  dollars  lets 

avoid  unexpected  rate 
lges  and  currency  fluctu- 
ns.  You'll  get  a  voucher 
ling  out  whether  unlimit- 
mileage  is  included,  dou- 
digit  value-added  taxes 

paid,  and  what  are  the 
:up  and  drop-off  times, 
bur  choice  of  a  rental 
ipany  may  depend  on 
ither  you  intend  to  hop- 
;ch  around  countries.  If 
plan  to  pick  up  the  car  in 
idon  and  Chunnel  over  to 


France,  you  might  consider 
Hertz's  "Le  Swap"  service, 
which  provides  a  right-drive 
car  in  Britain  and  a  left-drive 
replacement  on  the  Conti- 
nent. Hertz  conveniently  bun- 
dles the  charges,  so  you'll  pay 
about  $445  a  week  for  an 
economy-car  package  that  in- 
cludes tax,  a  collision-damage 
waiver,  a  round-trip  ticket  on 
the  Eurotunnel  train,  and 
drop-off  in  Paris,  if  needed. 
DAMAGE  WAIVER.  Generally, 
you'll  pay  more  with  a  —~ 
global  operator  such  as 
Avis  or  Hertz  than  with 
the  local  equivalent  of 
Jalopies-R-Us,  but  there  # 
are  consolations.  For 
one,  if  the  car  is  dam- 
aged in  an  accident, 
you'll  be  able  to  deal 
with  a  domestic  office 
back  home,  rather  than 


ORLY:  Expect  a  stick 
shift  in  France — or  a 
hefty  surcharge 

tomatic  transmission 
for  about  $332  a  week, 
most  charges  included. 
Want  air  conditioning? 
With  Thrifty,  that 
means  renting  a 
Lexus  at  $604  a  week 
plus  $148  for  a  dam- 
age waiver  and  theft 
protection.  If  you 
drive  out  of  the  coun- 
try, you'll  face  a  50% 
surcharge  just  for 
crossing  a  border. 
Traveling  about  the  Conti- 
nent can  raise  problems. 
Fearing  theft,  some  rental 
companies  bar  travel  in  East- 
ern Europe,  charge  extra  for 
insurance  waivers, 
or  refuse  to  let 
you  drop  off  a  vehicle  there. 
But  practices  vary:  Auto  Eu- 
rope, a  Portland  (Me.)  car- 
rental  broker  that  subcon- 
tracts out  to  outfits  such  as 
Avis  and  Europcar,  will 
arrange  to  rent  General  Mo- 
tors cars  for  travel  in  East- 
em  Europe  because  they  ap- 
peal less  to  thieves.  Even  in 
Western  Europe,  dashing 
about  capitals  can  be  prob- 
lematic: One  agent  found  a 
company  that  demanded  $277 


TSPS  FOR  RENTING 
OVERSEAS 

•  Book  in  advance  and  prepay  to  save 
money,  guarantee  a  rate,  and  make  sure 
your  car  will  be  ready. 


HOT  WHEELS 


•  Work  through  an  experienced  travel 
agent  or  a  broker.  They  can  find  the  best 

rates  and  most  reliable  suppliers. 

haggle  by  transatlantic    renters 

•  Check  your  credit  cards  and  your  own 
auto  insurer  to  see  if  you're  covered  for 
damage  and  liability,  and  buy  waivers  from 
the  rental  companies  if  you're  not. 


phone.  Just  keep  all  doc 
umentation.  You  can  also 
feel  more  secure  about 
getting  amenities  such 
as  air  conditioning  or  au- 
tomatic transmission.  It 
will  cost  extra  though: 
over  $80  a  week  more 
for  an  automatic  in 
France,  for  example. 

It  might  pay  to  shop 
around.  For  travel  solely 
in  Britain,  Thrifty  Rent- 
A-Car  will  provide  a 
midsize  car  with  an  au- 


•  Ask  for  automatic  transmission  and  air 
conditioning,  since  they  are  often  unavail- 
able and  cost  more.  Also,  request  such 
extras  as  a  child  safety  seat. 

•  Get  an  international  driving  permit  at 
AAA.  Though  not  universally  required,  it's 
helpful  backup  identification. 

DATA:  BUSINESS  WEEK 


extra  to  pick  up  a  car  in 
Paris  and  drop  it  in  Munich, 
while  another  charged  $50. 

Outside  Europe,  renting 
can  be  still  more  challenging. 
Base  price  alone  to  hire  an 
economy  car  with  stick  shift 
in  Singapore  tops  $990  a 
week.  In  Moscow,  a  Ford 
Scorpio  costs  $192  a  day  with 
a  driver,  which  is  highly  rec- 
ommended. As  for  Tokyo, 
Nippon  Interrent  wants  $463, 
plus  damage  waivers,  for  a 
minimum  four-day  rental. 
Renting  in  some  spots  can  be 
an  adventure:  Jennifer  Czer- 
niak,  industry  relations  direc- 
tor for  Minneapolis-based 
Carlson  Wagonlit  Travel,  says 
that  once  in  Barbados  she 
contracted  with  a  U.  S.  com- 
pany and  wound  up  with  a 
locally  built  open- 
air  car  called  a 
Moke,  which  would  never 
meet  U.  S.  safety  standards. 
NIGGLES.  Wherever  you're 
traveling,  check  your  insur- 
ance coverage  first.  Most 
American  Express  cards  and 
MasterCard  or  Visa  gold 
cards  will  pay  for  collision 
damage  abroad,  but  read  the 
fine  print.  Exotic  cars  such 
as  DeLoreans  are  sometimes 
excluded,  and  corporate-card 
coverage  varies  by  whatever 
terms  employers  negotiate. 
Practices  differ  by 
country,  with  Aus- 
tralia, Italy,  and  New 
Zealand  requiring 
locally  purchased 
rental-car  coverage. 
Also  check  with  your 
own  auto  insurer  to 
see  if  you're  covered 
for  liability  abroad. 
Would-be  global 
should  also 
get  an  international 
driver's  permit.  Avail- 
able at  AAA  offices  for 
$10  with  two  pass- 
port-size photos,  it 
translates  your  do- 
mestic driver's  license 
information  into  sev- 
eral languages.  It  is 
often  not  mandatory 
for  driving,  but  in 
countries  such  as 
Spain  and  Japan,  you 
can't  rent  a  car  with- 
out it.  Joseph  Weber 


'I've  got  a  pager, 
a  fax  machine, 
a  laptop,  e-mail, 
voice  mail, 


earn 


So  why  cant 
I  find  out 

what  1  need  to  know?' 


CONNECT 


I  I  Respite  all  the  gizmos,  your  sales 
J  people  cant  sta\  out  on  the  road 


and  -I ill  place  orders,  arrange  shipments,  submit 
invoices  and  expenses,  and  connect  with  your 
customer  database. 

II  voure  managing  a  sales  force,  that  s  an 
nsivc  problem.  Every  minute  your  people 
wa      dri\  ing  ba<  k  and  forth  to  lill  in  paperwork 
or  pick  up  information  is  chipping  awa\  at  time 


spent  with  customers  and  your  bottom  line 
Its  time  to  cut  the  cord.  Talk  to  us  about  impk 
ing  a  sales  force  automation  strategy. 

The  IBM  Sale-  force  Transformation  1 
w  ill  assess  your  automation  needs,  then  des 
build  and  implement  the  solution.  Instead  c 
reports,  you  get  results. 

The)  can  take  all  the  valuable  informati 
in  \our  lib  -  and  make  it  accessible  to  all  ol  > 


IBM  Cmp  (u  1996  IBM 


ons 


From  the  road.  From  Rio  to  Reykjavik  and 
ter  cities  around  the  world,  your  salespeople 
into  your  data  over  the  fast  lane  of  the 
obal  Network™  one  of  the  world  s  largest, 
secure  data  networks, 
very  day,  more  people  and  more  information 
ving  the  world  of  networked  computing 
of  incredible  opportunity  and  transforma- 
11  the  minds  and  resources  of  IBM  are 


committed  to  helping  you  get  from  here  to  there. 
To  find  out  more,  drop  by  www.ibm.com  or  call 
I  8(H)  IBM-7080.  ext.  (;20l. 

We'll  send  you  a  free  16-page  booklet 
highlighting  how  IBM  can  help  your  business 
thrive  in  a  networked  world. 


Solutions  for  a  small  planet'"  E 
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ige  from  last  week:  -0. 1%  Change  from  last  week:  NA 
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xes  are  4-week  moving  averages 

roduction  index  fell  slightly  during  the  week  ended  Apr.  6.  However, 
!  calculation  of  the  four-week  moving  average,  the  index  jumped  to 
I,  from  125.  In  the  latest  week,  seasonally  adjusted  output  of  autos  and 
,  continued  to  rebound  after  the  strike  at  General  Motors  Corp.  cut 
ction  in  mid-March.  That  snapback  offset  drops  in  steel  and  lumber 
t. 

;ading  index  is  unavailable  for  the  latest  week. 

luctron  index  copyright  1996  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1996  by  CIBCR 


iDING  INDICATORS 


X  PRICES  (4/12)  SiP  500 

LATEST 
WEEK 

636  7  1 

WEEK 
AGO 

655.86r 

YEARLY 
%  CHG 

ORATE  BOND  YIELD.  Aaa  (4/12) 

7.77% 

7.59%r 

-4.4 

STRIAL  MATERIALS  PRICES  (4/12) 

110.3 

109.9 

-3.8 

NESS  FAILURES  (4/5) 

NA 

321 

NA 

ESTATE  LOANS  (4/3)  billions 

$506.7 

$506.6 

7.4 

EY  SUPPLY,  M2  (4/1)  billions 

NA  $3,685.7 

NA 

AL  CLAIMS.  UNEMPLOYMENT  (3/30)  thous. 

347 

406 

1.2 

:es:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
,  Moody's.  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
>e  companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data  on 
iss  failures  and  real  estate  loans. 


EREST  RATES 


RAL  FUNDS  (4/16) 

LATEST 
WEEK 

5.17% 

WEEK 
AGO 

5.07% 

YEAR 
AGO 

6.07% 

UERCIAL  PAPER  (4/17)  3 -month 

5.39 

5.41 

6.09 

IFICATES  OF  DEPOSIT  (4/17)  3  month 

5.36 

5.37 

6.10 

D  MORTGAGE  (4/12)  30-year 

8.28 

7.99 

8.57 

STABLE  MORTGAGE  (4/12)  one-year 

5.92 

5.76 

6.35 

E  (4/17) 

8.25 

8.25 

9.00 

es:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial 

Markets 

PRODUCTION  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

STEEL  (4/13)  thous.  of  net  tons  1,961 

2,045# 

-0.7 

AUTOS  (4/13)  units  111,195 

109,685r# 

-5.1 

TRUCKS  (4/13)  units  107,656 

101,338r# 

15.3 

ELECTRIC  POWER  (4/13)  millions  of  kilowatt-hrs.  54,928 

55,386# 

1.2 

CRUDE-OIL  REFINING  (4/13)  thous  of  bbl./day  14,003 

13,867# 

2.8 

COAL  (4/6)  thous.  of  net  tons  19,317# 

20,672 

-1.2 

PAPERBOARD  (4/6)  thous.  of  tons  NA# 

865.3 

NA 

PAPER  (4/6)  thous.  of  tons  NAN 

794.0 

NA 

LUMBER  (4/6)  millions  of  ft.                                430. 5# 

472.0 

1.2 

RAIL  FREIGHT  (4/6)  billions  of  ton-miles                 24. 5# 

25.5 

-0.4 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPAi.  SFPA2,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

GOLD  (4/17)  $/troy  oz.  391.100 

WEEK 
AGO 

394.550 

YEARLY 
%  CHG 

-0.4 

STEEL  SCRAP  (4/16)  #1  heavy,  $/ton  139.50 

139.50 

1.5 

COPPER  (4/13)  e/ib.  119.5 

117.1 

-15.5 

ALUMINUM  (4/13)  e/ib  76.0 

77.0 

-15.6 

COTTON  (4/13)  strict  low  middling  1-1/16  in.,  c/lb.  86.10 

84.27 

-19.4 

OIL  (4/16)  $/bbl.  24.30 

23.02 

20.9 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

JAPANESE  YEN  (4/17)  108.13 

WEEK 
AGO 

108.46 

YEAR 
AGO 

83.60 

GERMAN  MARK  (4/17)  1.51 

1.50 

1.39 

BRITISH  POUND  (4/17)                              l  ) 

1.51 

1.60 

FRENCH  FRANC  (4/17)                               5  12 

5.09 

4.89 

ITALIAN  LIRA  (4  17)                              1575  3 

1571.0  1733.3 

CANADIAN  DOLLAR  (4/17)  136 

1.36 

1.37 

MEXICAN  PESO  (4/17P  7.425 

7.483 

6.020 

Sources:  Major  New  York  banks    Currencies  expressed  in  units 

per  U.S.  dollar, 

except  for  British  pound  in  dollars 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
nent.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


(NATIONAL  TRADE 

'ay,  Apr.  23,  8:30  a.m.EDiV  The 
pi  trade  deficit  of  goods  and  ser- 
probably  narrowed  sharply  in 


growth  in  the  first  quarter  and  this 
year  should  be  no  different. 

DURABLE  GOODS  ORDERS 


uary  to  $9  billion.  That's  accord- 
i  the  median  forecast  of  econo- 
i  surveyed  by  mms  International, 
f  The  McGraw-Hill  Companies, 
nuary,  the  trade  gap  widened  to 
•month  high  of  $10.3  billion  as 
rts  fell  2.2%,  and  imports  rose 
,  For  February,  the  mms  forecast 
it  exports  rebounded  while 
rts  held  steady.  Foreign  trade 
ally  subtracts  from  economic 


Wednesday,  Apr.  24,  8:30  a.m. for  ►  New 
orders  taken  by  durable-goods  manu- 
facturers likely  increased  by  0.5%  in 
March,  says  the  mms  survey.  That 
would  follow  declines  of  0.6%  in  Janu- 
ary and  2.3%  in  February.  Most  of  the 
weakness  has  been  in  demand  for  air- 
craft and  motor  vehicles.  Excluding 
transportation  equipment,  new  orders 
have  increased  for  three  consecutive 
months. 


UNEMPLOYMENT  CLAIMS 

Thursday,  Apr.  25,  8:30  a.m. edt^-  Initial 
claims  for  unemployment  benefits 
probably  stood  at  about  325,000  for  the 
week  ended  Apr.  20.  The  ripple  effect 
of  the  General  Motors  Corp.  strike  had 
lifted  filings  above  400,000  for  the  last 
two  weeks  of  March.  But  claims  fell 
back  to  350,000  in  early  April. 

EXISTING  HOME  SALES 

Thursday,  Apr.  25,  8:45  a.m.EDiV  Exist- 
ing home  sales  likely  slipped  to  an 
annual  rate  of  3.7  million  in  March, 
after  rising  6.9%  in  February. 


HEWLETT 
PACKARD 


Index  to  Companies 

This  index  gives  the  starting  page  fd>  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Acer  36 

Adaptec  (ADPT)  19 
Aetna  (AED  96 
Airbus  Industrie  39 
Alcoa  (AA)  106 
Alex.  Brown  122 
Allegheny  Ludlum  (ALS)  96 
Allied  Capital  Management  126 
AlliedSignal  (ALD)  130 
Alyeska  Pipeline  Service  97 
American  Express  (AXP)  131 
Amxo(AN)  38 
Anglo  American  61 
Apple  Computer  (AAPL)  36 
Archer  Daniels  Midland  (ADM)  6. 
86 

AT&T  (T)  36.50,54,103,106 
Autodesk  (ACAD)  93 
Auto  Europe  131 
Avis  131 

B 


Ballarpur  Industries  54 

Baskin-Robbins  54 

Bell  Atlantic  (BEL)  50  54 

BellSouth  (BLS)  64 

Benedetto  Gartland  &  Greene  43 

Benetton  58 

Berger  S  Montague  86 

Bloomingdale's  (FD)  58 

BMW  130 

Boeing  (BA)  31,34,39,96 
Bristol-Myers  Squibb  (BMY)  126 
British  Petroleum  (BP)  38 
Buckingham  Research  126 
BZW  India  54 


Canon  (CANNY)  97 
Capital  Cities/ABC  (CCB)  50 
Carlson  Wagonlit  Travel  131 
Chase  Manhattan  (CMB)  36 
China  Airlines  39 
Chrysler  (C)  34.36 
Circle  K  38 

Cisco  Systems  (CSCO)  97 
Clarity  (CLFY)  97 
Coca-Cola  (KO)  64 
CrateS  Barrel  10 
Cray  Research  (CYR)  90 
CS  First  Boston  26,61 
CTG  97 


Dataquest  93 
Dell  Computer  (DELL)  36 
Delta  Air  Lines  (DAL)  64 
Deutsche  Bank  122 
Deutsche  Morgan  Grenfell  34 
Diamond  Shamrock  (DRM)  38 
Diesel  58 

Digital  Equipment  (DEC)  90 
DRI/McGraw-Hill  (MHP)  130 


Eastman  Kodak  (EK)  103 
Enron  (ENE)  54, 138 
EPIC/MRA  53 
Ernsts  Young  106 
ETrade  120 
Excite  6 
Exxon  (XON)  38 


Fallon-McElligott  106 
Fannie  Mae  50 
Ferns  Baker  Watts  126 
Fidelity  Investments  120 
Ford(F)  6.34,36,86,128,130 
Forrester  Research  120 
Frame  Technology  6 


Gap  (GPS)  58 
Gartner  Group  (GART)  97 
Gateway  2000  (GATE)  36 
General  Electric  (GE)  34, 106 
General  Motors  (GM)  31.86,130, 
131.135 

Genesco(GCO)  42 
Georgia  Power  (SO)  64 
Glider  Gagnon  Howe  126 
Goldman  Sachs  103.122 
Great  American  Cookie  42 
GreenMan  Technologies  43 
Guardian  Technologies  43 

H 


Hafslund  Nycomed  126 
Hambrecht  S  Quist  (HMQT)  97. 
120,122 

Hasbro  (HAS)  96 
Haworth  106 
Heidnck  S  Struggles  64 
Hertz  (F)  131 

Hewlett-Packard  (HWP)  90, 97, 
106,122 

Hillier  Group  106 
Home  Depot  (HD)  64 
Honda  (HMC)  34, 128 
Hummer  Winblad  Venture 
Partners  122 

I 


IBM  (IBM)  34.36,90.106 
IDEO  106 

In  Focus  Systems  (INFS)  106 
Infoseek  6 

Inhale  Therapeutic  Systems  106 
Intel  (INTO  90.106 
International  Data  90 
Isuzu  128 
Ivax(IVX)  126 


Jeep  (0  128 

John  Hancock  Mutual  Life  64 
Johnnies  Industrial  61 
Johnson  Controls  (JCI)  106 
JSA  Research  39 
Juno  Online  Services  8 


Raiser  Permanente  97 
Kansas  City  Power  S  Light 
(KLT)  50 
KFC(PEP)  138 
Kia  130 

Kohn  Swift  S  Graf  86 
Kraft  Foods  (MO)  50 


Landmark  International 
Equities  43 
Lazard  Freres  50 
Levi  Strauss  58 
Liggett  Group  (BGL)  86 


Lloyd's  of  London  64 
Lockheed  Martin  (LMD  42 
Lombard  Institutional 
Brokerage  120 
Lotus  (LOTS)  19 
Lycos  6 

M 


Macy  (R.H.)  (FD)  58 
MALE  42 
MasterCard  131 
Mattel  (MAT)  96 
Mazda  6,34 

McDonald's  (MCD)  38,54 
McDonnell  Douglas  (MD)  39, 96 
McGraw-Hill  (MHP)  10,135 
MCI  (MCIC)  50 
McKinley  Group  6 
McKinsey  64 

McNeil  Consumer  Products 
(JNJ)  44 

Mercedes-Benz  (DAI)  34,130 
Mercer  (William  H.)  10 
Mernll  Lynch  (MER)  10,50.120, 
122.126, 

MFS/Foreign  S  Colonial 
International  Growth  S  Income 
B  10 

Micromedical  Industries  93 
Microsoft  (MSFD  19,36,96.97 
Miller  (Herman)  (MLHR)  106 
Miramax  8 

MMS  International  (MHP)  135 
Mobil  Oil  (MOB)  106 
Morgan  O,  P)  (JPM)  61.122 
Morton  International  (Mil)  130 
Motorola  (MOT)  36,97 


Oracle  (ORCL)  122 
Oxford  Health  Plan  10 


Pacific  Telesis  (PAC)  96 
Panasonic  64 
PAWWS  120 

PC  Financial  Network  120 
Pennsylvania  Merchant  Group 
(PENN)  126 
PepsiCo  (PEP)  54 
Philip  Moms  (MO)  36 
Point  Blank  Body  Armor  43 
Power  Computing  36 
Price  Watertiouse  64.120 
Procter  S  Gamble  (PG)  106 
Progressive  Network  19 
Prudential  Securities  120 


Quaker  Oats  (OAT) 


Ralcorp  (RAH)  50 
Reed  Elsevier  (RUK)  10 
Regis  (RGIS)  126 


National  Convenience  Stores  38 
National  Semiconductor  (NSM)  36 
NationsBank  (NB)  64 
Nations  Gartmore  34 
NBC  (GE)  64,97 
Netscape  Communications 

(NSCP)  120,122 
New  Africa  Investments  61 
New  Enterprise  Associates  122 
Nippon  Interent  131 
Nissan  34,128 
Nobel  Education  Dynamics 

(NEDI)  126 

North  Oak  Pharmacy  86 
Northrop  Grumman  (NOC)  39 
Nynex(NYN)  50,54 


Remedy  97 
Revco(RXR)  50 
R.F  Management  (RFMC)  43 
Rite  Aid  (RAD)  50 
RJR  Nabisco  (RN)  6.10,44,5 
Robertson  Stephens  122 
Robinson  Oil  38 
RSA  Data  Security  50 


Salomon  Brothers  (SB)  34, 3f 
SAP  97 

SBC  Communications  (SBC) 
Schwab  (Charles)  (SCH)  120 
Scientific -Atlanta  (SFA)  64 
SCI  Systems  (SCIS)  36 
Scopus  Technology  9-7 
Secunty  Dynamics  (MBY)  50 
Sequoia  Capital  122 
Sharper  Image  (SHRP)  10 
Silicon  Graphics  (SGI)  90, 93, 
122 

Silicon  Investor  120 

Smith  Barney  120 

Smith  Barney  Telecommumca 

Income  Fund  (ATINX)  10 
SmithKlme  Beecham  (SBH)  ' 
Snapple  (SNPL)  8 
Software  Artistry  97 
Software  Publishing  (SPCO) 
Southern  Pacific  (RSP)  96 
Spiegel  (SPGLA)  10 
Spnnt(FON)  50 
Standard  &  Poor's  (MHP)  34 
Steadman  Technology  Growtf 

(SOCNX)  10 
Steelcase  106,138 
Sun  Microsystems  (SUNW)  1 
Suzuki  128 


TDA  Research  93 
Texaco  OX)  38 
Thomson  10 
Ttinfty  Rent-A-Car  131 
Times  Minor  (TMC)  10 
Time  Warner  (TWX)  10.96 
Tosco  (TOS)  38 
Toyota  (TOYOY)  34, 128 
Turner  Broadcasting  (TBS-A) 

U 


UBSSecunties  34 
Union  Bank  of  Switzerland  1 
Union  Pacific  (UNP)  96 
United  Parcel  Service  64 
Urban  Outfitters  (URBN)  58 
U  S  Healthcare  (USHC)  96 
USWest(USW)  54 
Utihcorp  United  (UCU)  50 


ValuJet  Airlines  (VJET)  39 
Vantive  (VNTV)  97 
Veronis  Suhler  46 
Visa  131 

Volvo  (VOLVY)  130 
W 


Walt  Disney  (DIS)  50 
Washington  Post  (WPO)  19 
Wellington  Management  12 
West  Bend  Mutual  insurance 
Western  Resources  (WR)  50 
West  Publishing  10 
Williams-Sonoma  (WSGC)  1 


Yahoo1  6,8 
Yamaha  97 

Z 


Zurich  Kemper  34 
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vestment  Figures  of  the  Week 


NTARY 

g  strength  in  corporate 
id  modest  improvement  in 
Iped  stocks  rebound.  In 
Dow  industrials  rallied 
i620  on  Apr.  16.  The  next 
ers  first  cheered  IBM's 
earnings,  then  started 
Big  Blue  when  it  said 
ices  would  crimp  future 
.  IBM  closed  down  10 
ccounting  for  nearly  half 
w's  70-point  plunge.  Look- 
id,  the  big  action  was 
the  border:  Mexican  stocks 
i.1%  for  the  week. 


STOCKS 

Apr.  Oct. 


Apr.  11-17 


BONDS 

Apr.  Oct. 


-  641  61 


1-week  change 

1.3% 


Apr.  11-17 


THE  DOLLAR 

Apr.  Oct. 


Apr.    Apr.  10-17 


-k  1475.60 


1465 


1-week  change 

1.4% 


52-week  change 

10.8% 


1-week  change 

0.0% 


KET  ANALYSIS 


)CKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 

5549.9 

1.2 

31.9 

90-DAY  TREASURY  BILL  YIELD 

4.95% 

5.09% 

5.75% 

COMPANIES  (S&P  MidCap  Index) 

228.6 

0.4 

25.9 

30-YEAR  TREASURY  BOND  YIELD 

6.80% 

6.94% 

7.36% 

IMPANIES  (Russell  2000) 

334.9 

1.2 

28.5 

S&P  500  DIVIDEND  YIELD 

2.19% 

2.19% 

2.55% 

5ANIES  (Russell  3000) 

367.1 

1.2 

28.0 

S&P  500  PRICE/EARNINGS  RATIO 

18.8 

18.7 

16.7 

H STOCKS 

Latest 

%  change  (local  currency) 

IU  >-         c  t  .  i. 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

.j     w  t  ^  r\ 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

602.5 
61.0% 
0.63 
2.33 

600.1 
58.0  %r 
0.59 
2.40 

Positive 
Neutral 
Neutral 
Neutral 

FINANCIAL  TIMES  100) 
IKKEI  INDEX) 
(TSE  COMPOSITE) 

3805.6 
21816.2 
5062.9 

1.0 
0.1 
0.8 

20.0 
33.2 
18.2 

JSTRYGROUPS 

BLOOMBERG  FINANCIAL  MARKETS 

NTH  LEADERS 

%  change 
1-month  12-month 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

«D  GAS  DRILLING 

26.8 

77.9 

ROWAN 

39.8 

136.5 

1534 

(PLORATION  AND  PRODUCTION 

10.1 

5.2 

ORYX  ENERGY 

24.3 

29.3 

16 

5 

8.8 

66.1 

STRIDE  RITE 

22.9 

-8.5 

4SE  ELECTRONICS 

8.4 

111.3 

LORAL 

10.2 

135.5 

5134 

Mobiles 

7.5 

30.4 

GENERAL  MOTORS 

9.6 

30.5 

57V4 

INTH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

H  CARE  SERVICES 

-9.0 

44.6 

AMGEN 

-12.3 

60.4 

54 '4 

L  AND  GLASS  CONTAINERS 

-7.0 

2.3 

CROWN  CORK  &  SEAL 

-8.0 

7.8 

4474 

BUILDING 

-6.8 

15.6 

KAUFMAN  &  BROAD  HOME 

-12.4 

9.7 

14*4 

IEERING  AND  CONSTRUCTION 

-6.7 

28.2 

FOSTER  WHEELER 

-9.0 

22.8 

413/i 

(TAINMENT 

-6.5 

5.7 

WALT  DISNEY 

-10.1 

14.2 

62% 

UAL  FUNDS 


ts 

ek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

STREET  RESEARCH  GLOBAL  RES.  A 
URG  PINCUS  ADVISOR  JAPAN  OTC 
URG  PINCUS  JAPAN  GROWTH  COMM. 

13.3 
11.9 
11.2 

MERRILL  LYNCH  TECHNOLOGY  A 
ROBERTSON  STEPHENS  VALUE  +  GROWTH 
STEADMAN  TECHNOLOGY  GROWTH 

-12.2 
-6.1 
-5.1 

total  return 

% 

52-week  total  return 

% 

TREND  GOLD 
RECIOUS  METALS  A 
ER  SMALL  CAP  EQUITY 

80.7 
77.1 
73.6 

STEADMAN  TECHNOLOGY  GROWTH 
EV  MARATHON  GREATER  INDIA 
STEADMAN  AMERICAN  INDUSTRY 

-21.3 
-16.0 
-12.2 

4-week  total  return 


MORNINGSTAR  INC 


Hi  Average  fund 
52-week  total  return 


\TIVE  PORTFOLIOS 


mounts  represent  the 
value  of  $10,000 
I  one  year  ago 
portfolio 

:ages  Indicate 
1  total  returns 


DRI/McGRAW-HILL 


<0 

U.S.  stocks 
$13,009 

+0.44% 


L4J 


Treasury  bonds 

$11,325 

+0.74% 


Foreign  stocks 

$11,231 

+0.54% 


llll 


Money  market  fund 
$10,549 

+0.11% 


Gold 

$10,253 

-0.06% 


n  this  page  are  as  of  market  close  Wednesday.  Apr.  17.  1996,  unless  otherwise  indi-  of  market  close  Apr.  16.  Mutual  fund  returns  are  as  of  Apr.  12.  Relative  portfolios  are  valued 
Justry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as      as  of  Apr.  16.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 


Editorials 


A  PORTABLE  HEALTH 
PLAN  WITH  NO  BAGGAGE 

The  perfect  is  sometimes  the  enemy  of  the  good.  This  is 
certainly  true  of  the  health-insurance  legislation  now 
being  taken  up  by  Congress.  The  "good"  core  of  the  package 
is  simple  and  direct:  Insurers  will  be  required  to  sell  health 
insurance,  without  regard  to  existing  medical  conditions,  to 
workers  who  lose  or  change  jobs.  A  daughter's  leukemia, 
for  instance,  will  no  longer  force  a  parent  to  remain  with  the 
same  employer  solely  to  retain  insurance  coverage.  The  leg- 
islation doesn't  do  much  for  the  40  million  uninsured  or  those 
who  must  buy  their  own  individual  policies  because  their 
employers  do  not  provide  them.  But  it  is  a  significant  help  for 
the  150  million  or  so  workers  and  their  dependents  who  are 
covered  by  employer-provided  insurance. 

Trouble  is,  the  relatively  straightforward  Senate  bill  is 
about  to  become  the  target  for  amendments  reflecting  dif- 
ferent definitions  of  perfection.  Some  might  be  hugely  ex- 
pensive— such  as  requiring  insurance  coverage  for  mental- 
health  care  on  a  par  with  other  health-care  coverage.  Others 
would  interfere  with  medical  judgments — such  as  requiring 
48-hour  post-matemity  hospital  stays.  Still  others  suggest 
new  payment  options — such  as  setting  up  tax-deductible 
medical  savings  accounts  (msas)  to  pay  for  routine  health 
expenses.  This  highly  controversial  proposal  holds  considerable 
merit  and  ought  to  be  tried  on  a  pilot  basis  in  some  states. 
But  debate  over  the  MSA  amendment  shouldn't  become  yet 
another  excuse  for  Washington  to  delay. 

Congress  should  focus  on  the  stripped-down  Senate  bill 
sponsored  by  Republican  Nancy  L.  Kassebaum  of  Kansas 
and  Democrat  Edward  M.  Kennedy  of  Massachusetts.  If 
Congress  succeeds  in  passing  a  law  that  promotes  portable 
health  insurance,  it  will  be  a  major  accomplishment  in  a  year 
marked  by  a  degree  of  squabbling  and  inaction  remarkable 
even  for  Washington. 

LET  THE  WALLS  COME 
TUMBLING  DOWN 

Does  your  office  work?  Think  of  the  space  you  work  in 
and  the  space  your  boss  works  in  and  the  space  that 
your  boss's  boss  works  in.  If  you're  like  most  habitues  of  glass 
boxes  and  towers,  these  offices  are  delineated  in  a  pre- 
dictable manner.  Thanks  to  decades  of  convention,  square 
footage  grows  with  rank,  and  windows  and  corner  suites  go  to 
the  top  dogs.  Now,  some  managers  are  asking:  Are  offices  set 
up  to  help  employees  work  efficiently?  Can  co-workers  in- 
teract easily  on  projects?  Would  revenues  be  higher  if  some 
salespeople  didn't  have  to  come  into  the  office  at  all? 

The  to;  peri  mentation  in  new  office  designs  and  work  styles 
is  exciting  (page  106).  But  mobile  furniture,  sleek  laptops,  and 


commutes  that  stretch  from  your  bed  to  your  home 
don't  guarantee  greater  productivity.  For  the  new  physic 
signs  to  succeed,  managers  have  to  be  committed  to 
nizing  and  managing  workers  more  creatively  and  to  fo< 
on  results  rather  than  tired  old  performance  measures 
Too  many  managers  still  measure  productivity  by 
time,"  sometimes  favoring  those  who  appear  to  be  bi 
their  desks  over  those  achieving  much  more  on  the  ro 
off  huddling  at  a  coffee  bar  to  meet  a  project  deadlir 
used  to  be  that  power  was  [a  worker's]  relative  distai 
the  ceo's  office,"  says  James  P.  Hackett,  chief  execut 
Steelcase  Inc.,  which  manufactures  office  furniture.  ' 
it's  one's  proximity  to  knowledge."  It  will  take  time  for 
agers  to  empower  employees  to  seek  that  knowledge,  wl 
it's  at  a  customer's  office,  at  a  brainstorming  session,  or 
in  cyberspace.  But  doing  so  makes  sense. 

IS  INDIA  ABOUT  TO 
THROW  IT  ALL  AWAY? 

Economic  reform  is  taking  it  on  the  chin  all  ove 
globe.  Mexicans  still  feel  the  effects  of  1994's  pes 
valuation  that  cast  a  pall  over  a  much-heralded  liberali 
effort.  Russians  are  contemplating  the  return  to  pov 
communists  who  denounce  privatization.  And  citizens 
world's  largest*  democracy,  India,  may  shortly  vote  ( 
office  the  ruling  Congress  party,  which  for  the  pas 
years  has  presided  over  economic  liberalization  (page  I 
The  backlash  against  the  elimination  of  tariffs,  the  lift 
government  regulations,  and  the  privatization  of  sta 
dustry  is  understandable.  As  statist,  highly  regi 
economies  are  transformed  into  freer  capitalist  econc 
competition  heats  up  and  more  people  and  more  busir 
must  fend  for  themselves.  And  as  the  opportunity 
growth  multiply,  so  do  those  for  graft.  Still,  India  has 
better  than  many  countries  in  making  the  transition — ir 
because  monetary  policy  has  kept  a  lid  on  inflation  and  ii 
because  reforms  have  not  been  adopted  wholesale. 

There's  so  much  further  to  go.  Stop-and-start  pc 
wreak  havoc,  and  plodding  along,  as  some  Indian  polit 
would  prefer,  doesn't  spread  the  gains  from  liberaliz 
The  coalition  government  that  is  likely  to  rule  the  world 
ond-largest  country  cannot  allow  the  reform  process  to 
Instead,  it  should  make  every  effort  to  clean  up  corrupti 
cutting  the  role  of  government  in  the  economy.  Th 
should  move  full  speed  ahead  to  reform  antiquated 
laws  and  put  more  and  more  production  in  private  har 
Foreign  direct  investment,  which  has  been  modest 
far,  needs  to  increase.  But  it  will  only  do  so  if  the  new 
ernment  eschews  political  grandstanding  about  fendir 
modern  "colonialists."  American  and  European  comp 
should  not  despair.  Yes,  investing  in  India  can  be  a  tor 
process,  as  companies  such  as  Enron  Corp.  and  kfc 
found  out.  Over  time,  though,  this  market  of  nearly  1  1 
people  promises  great  rewards. 
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TE  CLEARLY,  SPEAK 
UR  QUESTIONS  FUL 


nr  new  dream  team 
ill  revolutionize  the 
incept  of  international 
iderstanding. 


Deutsche  Telekom,  France 
Telecom  and  America's  Sprint 
have  banded  together  in  a  glob- 
al alliance  unlike  any  other. 
For  customers  whose  commu- 
nications needs  are  global,  this 
alliance  offers  customized, 
cutting-edge  performance 
through  information  networks 
worldwide. 


Nowadays,  more  and  more 
companies  aren't  just  selling 
worldwide,  they're  also  develop- 
ing, purchasing  and  manufac- 
turing from  a  number  of  differ- 
ent bases.  No  wonder  the  need 
for  international  communica- 
tions solutions  is  in  the  middle 
of  a  mighty  growth  spurt.  To 
give  these  businesses  what 
they  need,  we  have  shaped  a 
unique  alliance  pooling  Euro- 
pean and  American  telecommu- 
nications resources. 

"Together,  Deutsche 
Telekom,  France  Telecom 
and  Sprint  form  what  is  prob- 
ably the  strongest  alliance 
in  the  world." 

But  don't  take  our  word  for  it. 
That's  what  the  Massachusetts- 
based  Forrester  Research  Insti- 
tute had  to  say  about  our  alli- 
ance. The  Institute  points  to  our 
common  vision,  versatile  port- 
folio, virtually  full-coverage 
service  and  vast  experience  in 
network  technology.  In  other 
words,  our  telecom  triumvirate 
is  a  promise  of  professionalism 
and  integrated  expertise  second 
to  none.  From  day  one,  some 
2,100  specialists  in  50  plus 
countries  will  be  putting  their  un- 
paralleled prowess  in  building 
round-the-world  networks  at 
the  service  of  customers  faced 
with  global  communications 
challenges. 


Joining  forces  in  the  name  of 
customers  everywhere. 

Together  with  France  Telecom, 
we've  set  our  sights  on  revolu- 
tionizing the  quality  of  inter- 
national communications  prod- 
ucts in  the  world's  biggest 
common  marketplace:  the  Euro- 
pean Union.  France  Telecom 
can  point  to  virtuoso  perfor- 
mance and  many  years'  exper- 
tise in  the  field  of  global  data 
services.  A  player  in  all  major 
markets  across  the  globe, 
Deutsche  Telekom  not  only 
boasts  the  densest  fiber  optics 
network  in  Europe,  but  can  also 
point  to  satellite  capacity  from 
all  leading  operators  and  top- 
notch  connections  to  Eastern 
Europe  in  particular.  By  hook- 
ing up  with  Sprint,  we  are  now 
adding  a  truly  global  dimension 
to  this  spirit  of  partnership. 

What  our  teamwork  means  for 
American  businesses  is  an 
excellent  line  into  the  biggest 
common  market  in  the  world, 
the  EU,  plus  strong  links  to  the 
up-and-coming  nations  of 
Eastern  Europe  and  the  CIS. 

Deutsche  Telekom: 
Innovating  the  future  -  for 
you,  too. 

We  are  Europe's  No.  1  telecom- 
munications company  and  the 
second-largest  network  opera- 
tor in  the  world.  In  Germany  our 
ISDN  network  counts  as  the 
most  advanced,  our  fiber  optic 
network  as  the  densest  and  our 
broadband  cable  network  as  the 
most  extensive  -  and  all  three 
are  accessible  on  the  world's 
most  sophisticated  Infobahn. 
These  resources  -  not  to  men- 
tion the  synergies  generated 
by  our  globe-spanning  consor- 
tium -  can  be  a  boon  for  your 
company,  too. 


Europe's  No.  1  in 
telecommunications. 


T Deutsche 
Telekom 


Sun  designed  the  first  intranet 

back  when  people  thought 
intranet  was  a  ty  pO. 

The  intranet  Everyone's  talking  about  it,  but  few  are  taking  advantage  of  it  W  hether  you're  talking  business-to-business,  or  1 
to-consumer,  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  with  the  products,  ser 
support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  N'etra  servers  and  key 
the  revolutionary  Java   technology,  and  Solstice   SunScreen  and  Solstice  FireWalH  securit) 
"i't  waste  lime  and  resources  trying  to  re-create  the  wheel,  call  Sun  Aftci  all  we  re  the  intranet     ^ftSr     ^  §  A 


rts-we  helped  invent  it.  To  learn  more  about  Sun,  contact  us  at  http://www.sun.com  or  1-800-786-0785,  Ext  370.     the  i 


